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WAR  EXrEXDITUEES. 


SUBCOMMITTEB  No.   6    (OrDNANCe), 

OP  THE  Select  CoMMirrEE  on  Expenditches 

IN  THE  War  Department, 
Waahingion,  D.  C,  Tuesday,  September  SO,  1919. 
The  subcommittee  met  at  10  o'clock  a-  m.  on  call  of  the  chairman, 
Hoa  William   J,  Graham    (chairman),  presiding.    Also  present, 
Hoo.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 

TBnXOHT  OF  HOH.  HEWTOH  S.  BAZXS,  SECBETAKY  OF  WAK, 
WASEDraiON,  D.  C. 

iTbe  witness  was  duly  sworn  by  Mr,  Graham.) 

,^    Mr.  Gkahak.  Mr.  Secretary,  some  time  afo,  in  investigating  some 

.  fontncts  relative  to  the  production  of  toluol,  tJiis  subcommittee  came 

oi  the  report  of  the  Inspector  General  relative  to  the  activities  of 

-  the  H.  Koppers  Co.  and  of  some  men  who  were  employed  by  that 

(ompany  and  at  times  .were  in  the  War  Department  in  connection 

rith  this  bureau.     Amonj;  other  things,  we  found  something  relatii~e 

to  Mr.  C  J.  Samsburg.     Mr.  C  J.  Eamsburg  was  the  vice  president 

■t  the  time,  and  is  to  this  time,  so  far  as  I  know,  of  the  H.  Koppers 

Co_  and  of  several  by-product  coke  companies.     In  answer  to  an 

iiiquin'  by  Ma).  Stot^bury,  who  was  the  representative  of  the  In- 

<f)Ktor  General's  office,  and  which  answer  is  foimd  in  the  report  in 

connection  with  the  report  I  have  ju^'t  mentioned,  and  that  have 

bere.  in  connection  with  the  Government  service,  he  says: 

I  am  connected  with  ttae  GOTemment  a8  teehnical  expert  on  toluol  in  tbe 
PnanivQient  Division,  Ordnance  D^artment,  under  Col.  C.  W.  Watson.  I  en- 
ifwii  tbe  employ  of-Uie  Ordnanre  I>epurtnient  about  the  end  of  March,  1918. 
I  ns  ••■nt  over  by  Col.  McRobf  Hb,  and  was  told  that  they  were  in  wee*!  of 
•ont  nne  In  that  department  fflmlliur  with  the  t(<ohno1oKy  of  the  <^ke  t)un1ne!<s. 
He  said  he  wss  endenvorinit  to  get  Mr.  W.  H.  Blanvelt,  of  the  Seraet-Snlvny 
<X  III  aniist  them  also,  and  asked  me  if  I  could  come  permanently  to  Waeli- 
Ineton  for  n  lime  and  Klve  ray  services  to  the  Government.  I  told  him  that 
I  WM  enpised  in  the  operation  of  two  coke  plants  and  six  benznl  plants,  and 
I  MIeved  It  was  a  mistake  to  take  me  awny  from  this  work,  hut  thitt  if  it 
Rivkl  be  of  any  assistance  for  me  to  come  to  Washington  two  days  a  week  I 
wunlil  be  elad  to  do  so,  provided  it  was  approved  by  H.  B.  Rust,  president  of 
hoch  the  Kippers  Co.  and  the  Pittsburgh  By-Product  Coke  Co.  Col.  Watson 
vmte  to  Mr.  Rust  and  asked  him  to  allow  me  to  do  this  work.  Mr.  Rust  re- 
(iljlni  favorably,  I  took  the  oath  before  a  civil-service  mmmissloner  anil 
bmui  romini;  to  Washington  two  days  a  week.  My  duties  involved,  lareeiy, 
*  taKnrledfR  of  the  coals  which  were  available,  for  by-product  use,  the  yields 
nt  lotnol  snd  Bmmoniiim  which  might  be  secured,  the  character  of  the  coke  pro- 
fared  from  certain  coals,  the  knowledge  of  transportation  conditions  In  viirlous 
laalities,  a  knowledge  of  the  material  requliwd  for  "onstnictien. 
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And  then  he  goes  on  in  extenso  about  his  various  duties,  but  that  is 
the  gist  of  it. 

Now,  Mr.  Secretary,  did  you  know  that  this  arrangement  had  been 
entered  into  between  the  Ordnance  Department  and  Mr.  Ramsburg, 
by  which  lie  could  work  two  days  a  week  for  the  Government  and 
four  days  a  week  for  the  Koppers  Co.? 

Secretary  Baker.  I  can  not  say  I  ever  knew  that  at  the  time  it  was 
done,  but  it  was  called  to  my  attention  later.  I  saw  the  inspector's 
report  which  you  have  in  hand. 

Mr.  Graham.  He  also,  at  another  time  in  his  examination,  said 
this: 


Now,  from  this  I  would  judge  that  at  the  time  he  was  working 
for  tlie  War  Department  he  was  drawing  a  salary  from  the  H. 
Koppers  Co.,  and,  presumably,  also  a  salary  from  the  Government 
Did  you  know  that  that  was  true? 

Secretary  Baser.  I  did  not  know  it  at  the  time.  And  I  do  not  now 
know  that  I  ever  knew  it, 

Mr.  Graham.  This  matter  at  the  time  this  arrangement  was  en- 
tered into  was  not  submitted  to  you? 

Secretary  Baker.  No. 

Mr.  Graham.  Who,  Mr.  Secretary,  did  it,  then? 

Secretary  Bakbr.  I  sliould  think  that  Gen.  McRoberts  did  it. 
That  would  be  my  guess.  Gien.  McEobertg  was  the  head  of  the  pro- 
curement section.  Ordnance  Office;  and,  as  I  recall  it,  that  whole 
series  of  toluol  contracts  was  made  under  his  general,  and  perhaps 
under  his  direct  supervision. 

Mr.  Grarah.  Were  they  in  the  habit  of  coming  to  you  with  these 
appointments  they  would  make,  or  were  they  made  as  a  matter  of 
form? 

Secretary  Baker.  They  were  made  outside  of  my  office  entirely ; 
not  even  submitted  to  me  for  final  approval. 

Mr.  Graham.  Was  Col.  McRoberts  answerable — we  understand 
that  you  were  at  the  head  of  the  department,  but  that  these  formal 
matters  could  not  all  be  passed  upon  by  you;  that  they  could  not. 

Secretary  Baker.  Oh,  no. 

Mr.  Graham.  Was  Col.  McRoberts's  office  intrusted  with  final  dis- 
cretion about  these  matters! 

Secretary  Baker.  I  can  not  say  how  final  it  was.  The  organiza- 
tion was  that  the  Secretary  of  War  had  technical  control,  or  theo- 
retical control,  of  the  War  Establishment;  and  that  at  anv  place  the 
Secretary  of  War  saw  fit  to  intervene,  of  course  his  word  was  final. 
The  Assistant  Secretary  of  War,  Mr.  Crowell,  had  general  supervi- 
sion and  observation  of  ordnance  matters,  but  how  far  he  was  at  the 
head  of  ordnance  about  such  matters  as  this  I  do  not  know.  The 
Chief  of  Ordnance  had  very  large  discretion  and  authority  in  the 
matter  of  procuring  experts  and  in  making  contracts,  and  that  all 
went  on  without  coming  to  the  Secretary  of  War.  The  thousands 
of  contracts  which  were  made  and  the  hundreds  of  them  sometinoes 
a  week  would  have  rendered  it  quite  beyond  the  capacity  of  any  man 
or  even  small  group  of  men  to  have  acquainted  himself  or  themselves 
with  the  details. 
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That  wa.'f  all  done  in  the  Ordnance  Office  through  the  procurement 
<«ction.  and  Col.  McRoberts  was  the  head  of  the  procurement  sec-- 
lion.  How  far  the  Chief  of  Ordnance  required  Col.  McRobeiis  to 
report  to  him  the  details  I  can  not  tell  you.  But  Gen.  Williams, 
»ho  is  here  now,  was  the  Chief  of  Ordnance  from  about  the  1st  of 
May  and  he  can  tell  tou  what  was  the  practice  after  he  took  charge. 
CoL  AVbeeler.  I  think,  can  be  gotten  and  he  can  tell  you  what  took 
place  from  the  time  he  was  Acting  Chief  of  Ordnance;  and  Gen. 
Crozier  can  be  gotten,  and  can  tell  you  what  took  place  prior  to  that 
time. 

Mr.  Graham.  Did  you  personally  ask  Col.  McRoberts  to  come  into 
the  department! 

Secretary  Baker.  I  can  not  say  whether  I  ever  signed  an  order  that 
would  give  him  that  power  or  not.     I  do  not  know,  but  think  not. 

Mr.  Graham.  Did  you  know  at  the  time  that  he  was  to  be  asked 
to  come  in? 

Secretary  Baker.  To  come  into  the  department? 

Mr.  Grahau.  Yes, 

Secretary  Baker.  Oh,  no.  Though  I  might  have,  but  my  recol- 
lection is  somewhat  vogue  about  that,  Mr.  Graham.  This  is  my  best 
rKoIlection  about  it  at  the  moment :  Gen.  Crozier,  who  was  Chief  of 
Ordnance  when  we  went  into  the  war,  told  me  that  Mr.  Samuel 
McRoberts  was  acting  with  him  in  an  unofficial  way  as  adviser  in 
matters  of  large  and  intricate  business.  I  think  I  met  McRoberts 
before  he  became  an  officer  at  all  of  any  kind.  I  knew  that  Mc- 
Roberts was  advising  with  Gen.  Crozier,  but  I  did  not  know  when  \vi 
(^ially  became  a  military'  officer,  or  an  official  representative  of  the 
Govenunent.    That  was  done  by  Gen.  Crozier. 

Mr.  (jRAiiAM.  Col.  McRoberts  also  appointed  Col,  Watson,  didn't 
he! 

Secretary  Baker.  I  do  not  know  that. 

Mr.  Graham.  You  did  not  know  of  the  occurrence  at  the  time  I 

Secretary  Baker.  No. 

Mr.  Graham.  I  judge  that  the  details  of  the  formation  of  these 
Ttrious  departments  were  largely  left  to  the  discretion  of  the  man 
« the  head  of  each  department  or  bureau. 

Secretary  Baker.  The  policy  of  the  military  organization,  tlie 
formation  of  the  organization  of  the  War  Department,  was  dictated 
bv  me  and  changed  from  time  to  time.  But  the  tilling  of  the  indi- 
Tidual  posts  in  the  several  bureaus  was  done  upon  the  recommenda- 
tion of  the  bureau  chief  and  and  it  went  through  as  a  matter  of 
course,  without  coming  to  me  at  all. 

Mr.  Graham.  Well  now,  there  is  another  question  I  want  lo  a^k 
•bout  the  matter  of  policy;  Did  you  have  anything  to  do,  personally, 
Mr.  Secretary,  with  the  formation  of  the  rules  for  the  settlement  of 
•■ir  claims  in  the  War  Department  Claims  Board  ? 

Secretary  Baker.  Yes;  I  had  this  much  to  do  with  it:  The  As- 
9stant  Secretary  of  War,  Mr.  Crowell.  drew  up  the  scheme  or 
schedule  for  the  formation  of  the  War  Claims  Board.  He  brought 
it  to  me  and  explained  it  in  detail  and  I  gave  it  my  approving  signa- 
ture.   He  then  promulgated  it. 

Mr.  Graham.  Well,  now,  let  me  ask  you  something  about  that, 
Tbjt  has  puzzled  this  subcommittee  very  much:  A  rule  was  pro- 
mulgated by  the  department  in  the  matter  of  informal  contracts 
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where  the  contractor  purchased  special  facilities  for  the  completion 
of  his  contract,  to  this  effect:  That  if  the  contract  were  canceled  or 
suspended  during  its  life,  with  a  part  of  the  work  done,  that  then 
the  claims  board  would  allow  to  the  contractor  such  an  amount 
of  the  cost  of  the  special  facilities  as  was  represented  by  the  ratio 
of  the  uncompleted  work  to  the  completed  work.  And  that  rule 
was  followed,  so  far  as  we  can  observe,  by  following  the  express 
language  of  the  rules  that  were  laid  down  by  the  board,  and  pre- 
sumably from  the  head  of  the  department.  Now,  it  is  apparent 
that  that  rule  must  have  been  made  on  the  assumption  that  special 
facilities  would  all  be  expended  in  the  performace  of  the  contract ; 
and  the  effect  of  it  was  that  the  special  facilities  belonged  to  the 
contractor.    Was  that  the  intent  of  this  rule? 

Secretary  Baker.  I  can  not  answer,  for  I  do  not  know.  I  do  not 
know  as  to  that  detail  at  all. 

Mr.  Graham.  Let  me  give  you  a  concrete  example  to  illustrate  it: 
If  a  company  had  a  contract  for  $100,000  worth  of  machinery  of 
some  kind,  and  they  said  that  it  would  be  necessary  for  them  to  buy 
$50,000  worth  of  special  facilities  to  do  that  work,  it  was  presumeil 
that  the  contractor  would  amortize  the  cost  of  his  special  facilities 
in  the  contract  price,  so  that  at  the  completion  of  his  contract  all 
the  cost  of  the  special  facilities  would  be  fully  amortized.  But  the 
rule,  as  handed  down,  was  that  at  the  end  the  special  facilities  should 
belong  to  the  contractor. 

Secretary  Baker,  Mr,  Graham,  it  would  be  idle  for  me  to  specu- 
late about  that.  I  have  not  followed  the  details  of  it  at  all.  The 
adjustment  of  claims  has  been  under  the  War  Claims  Board,  of 
which  Assistant  Secretary  Crowell  is  chairman.  He  has  been  ad- 
vised constantly  by  Mr.  Dorr,  who  is  a  member  of  that  board,  and 
they,  in  turn,  liave  been  advised  by  the  Judge  Advocate  General 
and  a  group  of  other  lawyers  about  them  there.  I  have  simply  fol- 
lowed the  gross  results  of  their  work,  except  in  cases  where  appeals 
have  come  from  the  Board  of  Contract  Adjustments;  and  of  those, 
some  of  them  I  have  undertaken  to  decide;  but  they  hove  become  so 
numerous  that  I  have  had  to  give  that  up.  Mr.  Crowell  and  Mr. 
Dorr  can  explain  to  you  what  is  being  done  in  that  line.  I  do  not 
know, 

Mr.  Graham.  Well,  I  did  not  know  whether  you  had  an>-thing 
to  do  with  those  personally  so  that  you  could  give  us  any  line  on 
them  or  not. 

Secretary  Baker.  No;  only  to  have  Mr.  Crowell  explain  to  me 
the  plan.    That  was  prior  to  the  passage  of  the  Dent  law. 

Mr,  Graham.  He  did  not  go  into  the  matter  of  these  special 
facilities? 

Secretary  Baker.  He  did  not.  These  rules  were  all  adopted  as 
the  result  of  a  consultation  among  various  persons  in  the  depart- 
ment, and  claimants,  too,  I  think. 

Mr.  Graham,  To  refer  further  to  Mr.  Rrtniwburg,  there  is  a  sec. 
t'on  of  the  statutes,  :i  section  of  the  revised  -riminnl  code,  that  reads 
like  this;:    It  is  section  41  of  the  act  of  the  4th  of  March.  IflOO, 

Ni)  iilTici'r  iir  iisa-nt  c.f  nny  ciininrnllim,  Joint  stock  conipiiny  or  iiHwicliition, 
imil  111)  iiionilier  or  ut:cn\  nt  luiy  Hnii  or  |«Tsim  rtlrectly  or  iiiiJlrPdly  lnt«>re.sre<l 
riicts  ot  such  con""'"''""-  j"lnt  ftork  (^jinpany. 
iinloyi'il  or  sluiU  net  im  offlcer  or  uwiit  for  tlifi 
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rolled  Statin  for  the  Iransiictlon  of  buKineHs  with  Bucti  ciiiporation,  Joint 
itort  company,  association  or  Arm.  Whovere  Rhall  violate  the  provisions  of 
thin  section  shall  he  Aned  not  niore  than  (2,000  and  Imprisoned  not  more  tfaan 
twu  years. 

Now,  Mr.  Secretary,  I  have  not  been  able  to  find  where  that 
statute  has  been  moitified  or  changed  by  any  subsequent  legislation, 
although  it  may  have  been,  but  not  to  my  knowledge.  It  occurred 
lo  me.  personally,  in  thinking  about  this  matter,  that  Mr.  Rams- 
burg  and  all  these  other  people  who  were  in  this  department  ad- 
vising about  contracts,  anu  advising  about  matters,  that  that  would 
necessarily  be  taken  into  mind  in  connection  with  the  contracts  and 
that  they  would  be  violating  the  statute.  Do  you  have  any  judg- 
ment about  that,  Mr.  Secretary  ? 

J^retanr'  Baker.  So;  I  have  not,  Mr.  Graham.  But  i£  that 
question  is  one  that  you  want  considered  I  shall  be  very  glad  to 
refer  it  to  the  Judge  Advocate  General  for  his  judgment  about  it. 

Mr.  Graham.  That  is  one  that  you  have  never  considered? 

.Secretary  Baker.  Not  in  connection  with  Mr.  Ramsbur^.  It 
has  arisen  a  number  of  times  in  regard  to  other  people,  but  m  the 
other  instances  with  which  I  am  familiar  the  man  in  question  was 
not  actually  dealing  in  the  sense  of  that  statute  with  tne  company 
br  which  he  was  privately  employed. 

Mr,  Gbaham.  So  doubt  that  is  true,  but  where  a  man  is  placed 
in  an  advisory  capacity  in  a  certain  bureau,  where  the  contracting 
offii-er  must  necessarily  defer  to  his  judgment  to  some  extent,  would 
not  you  think,  in  effect,  it  was  a  violation  of  that  statute^ 

Sreretarj-  Bakeh.  No;  I  shouldn't  think  he  was,  necessarily.  And 
in  that  connection  I  want  to  explain  that  during  the  war  it  was 
ibsolutely  necessary  for  us  to  have  people  who  knew — the  coke 
business,  for  instance.  The  Koppers  coke  oven  is  an  apparatus  that 
i^  involved,  and  the  Koppers  Co.  has  an  oven  that  is  one  of  the  few 
successful  by-product  coke  ovens.  The  controversy  with  regard  to 
ihe  Koppers  oven  originated  upon  representations  of  a  man  who 
bad  invented  another  oven. 

ilr.  Graham.  Yes;  I  know  about  that.  That  is  the  Roberts  mat- 
ter.   We  have  not  gone  into  that  at  all. 

.Secretary  Baker.  Yes,  Well,  my  whole  contact  with  the  matter 
ptv  out  of  the  repre^ntations  in  favor  of  the  Roberts  oven.  I  in- 
Testigated  it  at  that  time  to  find  out  whether  it  was  true  that  the 
Roiterts  oven  was  a  perfected  process  and  was  being  discriminated 
■nin^t  as  Mr.  Roberts  thought  in  favor  of  the  Koppers  oven — and 
tlie  latter  it  was  thought  was  really  the  property  of  alien  enemies, 
IS  the  Koppers  Co.  was  originally  a  German  company,  and,  as  I 
now  recall  it,  some  profit-taking  member  of  that  company  was 
actnallv  in  Germany  during  the  war. 

Mr.  tiBAnAM,  Mr.  Heinnch  Koppers  was  Minister  of  Munitions  in 
the  German  Government  at  one  time.  I  believe.  But  that  is  not 
WMiceming  us  here. 

Secretary  Baker,  That  phase  of  it  was  brought  to  my  attention 
and  I  caused  a  pretty  thorough  inquiry  to  be  made  in  regard  to 
the  Roberts  oven.  It  was  explained  that  M.  A.  Hanna  et  Co,  at  Canal 
Dover  had  installed  it  I  got  reports  from  M.  A.  Hanna  &  Co,  in 
rqnrd  to  the  Roberts  oven  and  found  that  the  oven  as  installed  there 
had  never  been  what  it  wa,s  claimed  to  be.  due  to  certain  structural 
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defects  in  erection.  Mr.  Roberts  was  trying  to  have  it  built  in  the 
way  he  wanted  it,  and  Hanna  &  Co.  were  loathe  to  put  more  mone^ 
into  it.  It  appeared  to  be  an  uncompleted  process,  but  whether  it 
was  or  not  I  do  not  know.  My  whole  contact  with  this  business 
grew  out  of  this  Roberts  oven  controversy.  I  have  never  had  any 
occasion  to  look  into  Mr.  Ramsburg's  connection  with  it,  or  his 
relations  with  the  Koppers  Co. 

Mr.  Graham.  The  committee  has  not  heard  Mr.  Roberts.  We 
knew,  however,  of  the  controversy  about  these  ovens,  but  have  not 
gone  into  the  matter.  We  have  thought  it  immaterial  to  our  investi- 
gation. The  only  thing,  so  far  as  I  am  personally  concerned,  that  I 
wanted  any  light  about  was,  how  far  you,  as  the  head  of  the  War 
Department,  were  cognizant  of  the  conditions  relative  to  the 
employment  of  these  various  men  in  the  Koppers  Co.  Tlie  record 
shows,  to  direct  your  attention  to  it,  that  at  least  three  men  who 
were  in  the  department  wei-e  drawing  salaries  from  the  Koppers 
Co.  at  the  time  they  were  in  there,  and  I  did  not  know  whether  it 
had  ever  been  brought  to  your  attention  or  not. 

Secretary  Bakeb.  I  can  not  say  that  it  had  ever  been  drawn  to 
my  attention,  but  similar  cases  were.  There  were  cases  of  processes 
which  were  so  far  individual  that  nobody  knew  anything  about 
them  except  the  persons  engaged  with  the  companies  producing  them. 
They  were  essential  processes  to  the  War  Department  in  the  prose- 
cution of  the  war.  1  was  perfectly  aware  of  the  fact  that  experts 
were  gotten  from  the  companies  with  which  we  were  dealing,  to 
advise  us.  For  instance,  the  United  States  Steel  Co.  and  the  Bethle- 
hem Steel  Co.  they  were  making  things  for  the  War  Department 
and  yet  we  had  to  have  their  counsel  to  know  what  the  capacity 
of  the  plants  were  and  how  it  could  be  multiplied  and  increased; 
I  was  aware  of  that  fact.  But  there  was  a  general  rule  promulgated 
by  my  approval,  by  my  direction,  in  fact,  that  no  man  who  was  a 

Erivate  employee  of  a  company  with  which  we  were  dealing  should 
imself  negotiate  with  his  company,  but  that  we  should  have  the 
counsel  and  advice  of  other  disinterested  persons  to  make  contracts 
with  the  companies. 

I  would  like  to  make  a  further  observation  about  contracts  which 
has  come  into  my  recollection,  being  refreshed  here  by  a  little  confer- 
ence with  Gen.  Williams:  That  when  these  contracts,  generically 
known  as  toluol  contracts,  were  under  consideration  we  sent  for  Milo 
R.  Maltby,  who  was  a  public  utility  expert  and  had  been  dealing  with 
gas  companies  and  gas  production  and  was  an  expert  in  those  matters, 
and  until  recently  had  been  a  member  of  the  Public  Utilities  Commis- 
sion of  the  second  district  of  New  York,  which  had  to  do  with  the 
city  of  New  York,  and  was  thoroughly  familiar  with  gas  works — we 
sent  for  Maltby  as  the  best  expert  we  could  have.  He  spent  several 
weeks  going  over  toluol  contracts,  and  they  were  finally  made  as  he 
drafted  them  and  approved  them.  Also,  durijig  that  period  experts 
of  the  War  Industries  Board  were  in  consultation;  so  that  the  con- 
tracts as  finally  made  were  not  made  on  the  activity  or  responsibility 
of  Col.  McRoberta  or  Col,  Watson,  but  were  made  as  the  result  of  con- 
sultation with  experts  o£  the  War  Industries  Board  and  the  experts, 
and  the  disinterested  judgment  of  Dr.  Maltby,  who  was  an  independ- 
>>nt  expert  called  in  to  consult  about  that  matter. 
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Mr.  Graham.  Yes;  Dr.  Maltby  hae  been  before  the  committee  and 
we  have  already  taken  his  testimony. 

Secretary  Bakeb.  My  mind  did  not  hold  that  for  the  moment,  but  I 
knew  Maltby  personaUy  before  this  thing  began  and  remembered 
from  what  occurred  that  he  was  giving  his  expert  attention  to  it. 

Mr.  Graham,  There  is  one  other  matter  we  want  to  know  about  and 
we  will  not  detain  you  any  longer,  as  we  know  you  are  a  very  busy 
man.  You  know,  there  has  been  considerable  comment  about  the  re- 
duction in  the  force  of  clerks  in  the  War  Department,  and  in  order 
to  get  at  that  inquiry  we  concluded  to  ask  you,  and  I  told  my  clerk 
TO  ask  your  office  yesterday,  that  we  wished  you  to  bring  such  details  as 
TOO  could  down  here  to  tell  us  about  it.  I  do  not  know  whether  you 
have  those  details  with  you  or  not. 

Secretary  Baker.  No,  sir.  My  secretary  told  me  about  that,  but 
[hese  reports  were  not  in.  I  can  tell  you,  in  a  general  way,  what  we 
are  doing. 

Mr.  GftAUAu.  Here  is  the  thing  that  the  Congress  is  more  inter- 
ested in  than  anything  else,  almost,  at  this  time:  I  sent  a  written  re- 
rst  to  your  omce,  wliich  went  through  Col.  Smithers,  in  regard  to 
various  departments,  but  it  seems  that  these  things  take  a  long 
lime.  We  have  found  on  many  occasions  that  the  departments  take, 
it  seemed  to  us,  an  escesdvely  long  time  to  furnish  the  information. 
Periiaps  it  is  a  thing  when  one  knows  what  they  have  to"  do  which 
means  a  necessity  for  taking  some  time,  but  at  least  we  have  not  been 
ible  to  get  anything,  except  from  Gen.  Black,  of  the  Engineering 
Department,  about  the  number  of  clerks  th^  have.  He  sent  it  in  to 
OS  promptly :  I  think  inside  of  48  hours.  How  does  the  number  of 
derks  in  W^ashington  in  the  War  Department,  all  branches  of  it,  com- 
pire  now  with  what  the  number  was  at  the  time  the  armistice  was 
siinedt 

Secretary  Baeer,  It  is  less  than  it  was  at  the  time  the  armistice 
"is  signed,  but  not  substantially  less,  due,  chiefly,  to  the  number  em- 
ployea  in  The  Adjutant  General's  Office.  In  practically  every  other 
tnreau  the  number  is  less. 

Mr.  Gbaham.  In  general,  has  there  been  any  reduction  t 

Secretary  Bakes.  Yes ;  the  reduction  is  now  going  on  rapidly.  The 
iD06t  difficult  place  in  the  War  Department  to  reduce  the  number  of 
tlerks  is  in  The  Adjutant  General's  Office. 

Mr.  Graham.  Why  can't- we  have  that  information^ 

Secret«n'  Baker,  There  is  no  difficulty  about  that.  We  will  be 
glad  to  send  you  that  information,  Mr.  Graham. 

Mr,  Graham.  Can  you  not  get  it  to  us  right  away? 

Secretary  Baker,  Yes,  sir;  we  will  send  it  to  you  within  a  day. 

Mr.  Graham,  Tabulate  it,  if  you  please,  so  as  to  show  the  Ord- 
nance Department.  Adjutant  General  s  Department,  and  so  on. 

Secretary  Baker.  I  do  not  think  it  will  require  a  day  to  get  it  to 
you ;  I  think  the  chief  clerk  has  it  on  his  desk. 

Mr.  Graham.  That  is  what  I  imagined. 

Secretary  Baker.  I  do  not  know  when  the  request  went  in. 

Mr.  Gbabam.  We  sent  a  request  on  September  5  and  have  not 
gotten  the  information  as  yet. 

Secretary  Baker.  It  is  very  difficult  to  get  that  information  with 
the  exactitude  that  bureau  chiefs  feel  under  obligation  to  have  it 
when  they  deal  with  your  committee,  because  they  are  afraid  of  any 
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error  that  may  be  made  being  misunderstood.  The  change  of  per- 
sonnel— the  employment  of  new  clerks  and  the  discharge  of  clerks — 
is  constantly  going  on,  and  any  report  they  might  make  to  you  to-day 
will  not  be  accurate  to-morrow.  But  I  understand  what  you  want 
and  the  chief  clerk  has  these  figures. 

Mr.  Ghaham.  If  it  is  within  50  clerks  of  the  total  in  the  depart- 
ment, it  will  be  close  enough.    We  want  general  results. 

Secretary  Baker.  Well,  I  will  get  it  for  you  with  pleasure. 

In  the  meantime,  when  it  comes  if  you  have  any  suggestion  to  make 
as  to  the  situation  in  The  Adjutant  General's  Onice  and  can  give  me 
any  counsel  about  it  I  will  be  glad  to  have  it.  That  is  the  place  where. 
I  will  &tat«  to  you  frankly,  I  am  balked ;  with  the  demobilization  of 
soldiers,  the  accumulation  of  records  there  is  perfectly  prodigious. 

Mr.  Graham.  I  can  tell  you  what  I  think  about  it  now,  and  that  is 
this:  If  those  records  were  in  one  hail  of  records,  you  could  reduce 
your  force  of  clerks  to  approximately  one  half  the  present  number. 

Secretary  Baker.  I  have  no  doubt  that  that  is  so.  Yet  the  fact  is 
that  the  mail  in  The  Adjutant  General's  Office  amounts  to  tens  of 
thousands  of  inquiries  a  day.  But  if  the  records  which  come  in  on 
demobilization  of  soldiers  were  simply  put  into  some  convenient  place 
for  safe  custody  and  gradually  indexed  it  would  make  it  impossible 
to  answer  these  inquiries  for  a  long  time.  The  Adjutant  General 
feels  that  it  is  the  best  policy  to  hire  all  the  people  he  can  house  and 
speedily  index  these  records  and  get  them  into  form. 

Mr.  Graham.  In  how  many  places  in  the  District  does  the  Adju- 
tant General  now  have  records  t 

Secretary  Baker.  I  can  not  tell  you;  but  several. 

Mr.  Graham.  They  are  scattered  all  over  town,  aren't  they? 

Secretary  Baker.  They  are  scattered,  but  they  nre  scattered  sys- 
tematically; that  is  to  say,  the  records  which  ai-e  least  used,  the  ver>' 
old  records,  dealing  with  the  Revolutionary  War  and  the  War  of 
1812  and  the  Mexican  War,  those  records  for  the  most  part  are  in 
the  old  Ford  Opera  House  Building,  where  they  have  always  beer. 
They  are  not  very  live  records,  although  persons  seeking  to  join 
patriotic  societies.  Daughters  of  the  Revolution,  for  instance,  are 
con.'stantly  asking  for  records  of  their  fathers  and  grandfathers,  etc. 
Those  records  are  still  alive  for  that  purpose.  The  War  of  the  Re- 
bellion records  are  altogether 

Mr.  Graham  (interposing).  Where  are  they? 

Secretary  Baker.  I  do  not  happen  to  know  at  tlu*  present  time, 
but  think  thev  are  in  the  Land  Office  Building;  but  I  am  not  sure 
of  that. 

Mr.  Graham.  And  the  draft  records  are  in  the  Washington  Bar- 
racks. 

Secretary  Baker.  The  draft  records  require  a  space  five  filiiij: 
cases  higli'and  7  miles  long.  The  first  suggestion  witli  regard  to  tlu' 
safe-keeping  of  those  records  was  that  we  should  put  everybody  out 
of  the  Munitions  Building  and  put  those  records  in  there,  because 
that  was  the  only  fireproof  building  of  adeijuate  floor  space  and  ade- 
quate housing  capacity.  But  that  is  the  busiest  building  in  Washing- 
ton, and  we  could  not  put  them  in  there.  They  are  bemg  housed  in 
the  Washington  Barracks  at  the  present  time. 

Mr,  Graham.  Is  the  establishment  over  at  First  and  B  Streets— 
the  Statistical  Division — still  maintained  there! 
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secretary  Baker.  I  do  not  know  tliat. 

Mr.  Graham.  Do  you  know,  Gen.  Williams? 

Gen.  WiixiAMS.  No,  sir;  I  do  not. 

Secretary  Bakbr.  Mr.  Boss,  in  the  office  of  the  First  Assistant,  is 
the  space  man  and  he  could  come  in  at  a  minute's  notice  and  tell  yon. 
We  are  discontinuing;  the  use  of  rented  building  pretty  rapidly  and 
ire  concentrating  all  War  Department  activities  into  a  few  of  these 
Ui^  buildings ;  out  how  fully  that  has  been  done  I  can  not  answer 
you. 

Mr.  Graham.  Well,  this  statement  that  you  will  furnish  will  show 
that  fully.  If  you  will  have  each  department  shown,  and  the  num- 
ber of  clerks  on  the  roll,  and  so  on,  we  will  be  glad. 

Secretary  Baker.  We  will  be  very  glad  to  do  it, 

Mr,  Graiiau.  Mr,  Jefferis.  any  questions? 

Mr.  Jefferis.  Mr.  Secretary,  did  I  understand  you  to  say  that  Mr. 
Maltbv  was  expected  to  advise  in  regard  to  these  bv-product  coke 
ovens  ? 

Secretary  Baker.  Yes. 

Mr.  Jefferis.  As  I  remember  his  testimony,  I  think  he  limited  his 
tilrice  to  the  stripping  plants  for  toluol. 

Secretary  Baker.  That  was  the  only  part  we  had  any  interest  in. 
We  had  no*  interest  in  the  gas,  Imt  only  in  the  stripping. 

Mr.  Jefferis,  Well,  now,  as  I  remember  Mr.  Maltby's  testimony, 
>nd  I  may  be  in  error  about  it,  but  his  advice  was  only  sought  in  re- 
ptrd  to  the  stripping  plants  that  they  were  constructing  in  these  ga-i 
plants,  and  not  to  the  by-prodncts  coke-oven  proposition. 

Secretary  Baker.  I  did  not  so  understand  it.  but  that  may  be  true. 
I  did  not  .so  understand  it;  I  understood  that  the  whole  series  of  the 
'o-calW  toluol  contracts  was  submitted  to  Dr.  Maltbv,  and  that  he 
rerised  them,  and  put  in  safeguards,  and  all  the  rest  of  that. 

Mr.  Jeftekis.  I  believe  that  is  all, 

Mr.  Graham.  Mr,  Garrett,  do  you  wish  to  ask  any  questions? 

Mr.  G.4RKETT.  I  take  it.  Mr.  Secretary,  that  none  of  the  settlements 
in  these  toluol  contracts  have  come  under  your  personal  observation. 

Secretary  Baker.  Not  to  me  personally;  no. 

Mr.  Garrett,  The  statement  has  been  made  that  settlement  has 
Wn  had  with  the  Jones  &  Laughlin  Steel  Co.  Has  that  at  any  time 
(onie  under  your  observation,  either  befoi-e  or  since  the  settlement? 

Secretary  Baker.  No;  Mr.  (iarrett.  I  think  a  hundred  settlements 
are  made  a  day,  or  something  like  that,  and  they  run  from  a  few  dol- 
lars to  tens  of  thousands  of  dollars.  The  process  by  which  those 
ihinss  get  to  me  personally  is  that  they  come  to  me  only  in  the  event 
"f  final  appeal.  If  the  contractor  makes  a  final  appeal  it  gets  to  me, 
I  then  hear  both  sides  and  hear  them  by  brief  and  orally — or  at 
Wst  I  have  been  doing  that. 

Mr.  Garrett.  Briefly,  this  Jones  &  Laughlin  case  seems  to  be  as 
follows:  The  plant  which  this  company  had  contracted  to  build.  -SOO 
tioke  ovens,  had  not  been  complete<i  at  the  time  of  the  signing  of  the 
armistice:  the  contract  with  this  company  provided  that  tlie  Govern- 
ment should  take  all  the  toluol  produced  for  two  years  at  $1.50  a 
gallon;  it  was  estimated  and  so  stated  in  the  contract  that  the  plant 
would  produce  810,000  gallons  per  year;  notice  of  suspension  was 
sent  to  the  compariy,  but  the  company  did  not  susjwnd  on  its  con- 
struction work  but  completed  the  plant — ^I  assume  it  has  Ijeen  com- 
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pleted;  negotiations  tor  the  settlement  were  taken  up  in  January  iui<l 
some  time,  perhaps  the  latter  part  of  January,  as  I  now  remember 
it,  the  Pittsbnrjrh  Board  of  Claims  made  an  award  based  upon  the 
amount  named  on  the  contract,  of  toluol,  that  is  810.000  gallons,  and 
also  the  amount  of  ammonium  sulphate;  just  about  this  time  then' 
wa.s  a  ineetinp  of  a  number  of  gentlemen  in  New  York,  and  thay 
fixed  on  a  salvajre  price  foe  toluol  of  17^  cents  a  gallon;  also  just 
about  this  time  there  appeared  what  is  known  i;>  our  records  and 
what  seems  to  be  generally  known  as  the  Falk  Chart — an  officer  by 
the  name  of  Falk  seems  to  have  been  enga^d  in  the  Ordnance  De- 
partment J  after  the  appearance  of  tliis  chart  the  Pittsburgh  Claims 
Board  withdrew  its  award,  reconsidered  it.  and  allowed  an  in- 
creased amount — the  total  amount  in  dollars  beinjr  about  S;i*>0.000; 
that  award  came  to  the  Washington  Board  of  Claims,  and  was  re- 
ferred to  a  Maj.  Frankforter,  who  was  not  a  member  of  the  Board 
of  Claims  but  was  an  export  advisor;  he  disapproved  the  allowance, 
stating  his  reasons,  which  have  been  given  in  our  records,  but  the 
Board  of  Claims  nevertheless  allowed  it;  and  the  Falk  Chart  seems 
to  be,  to  say  the  least  of  it,  a  maximum  chart.  That,  briefly,  is  the 
situation  as  regards  that  claim.  Of  course  I  do  not  know  whether  it 
is  necessary  to  restate  that  to  you  because  it  probably  never  came 
undff  your  personal  observation. 

Secretary  Baker.  No,  sir ;  I  never  heard  anything  of  it.  Has  the 
claim  been  paid^ 

Mr.  Garrett.  I  presume  it  has,  yes:  I  think  it  has  been  paid. 

Mr.  Graham.  Yes;  it  has  been  paid. 

Mr.  GARRETr.  Of  course  the  Dent  Act  gives  the  department  the 
right  to  reopen  these  cases  if  it  is  found  an  improper  settlement  has 
been  made.    It  has  the  right  to  do  so. 

Secretary  Baker.  Does  the  record  contain  the  evidence  of  the  War 
Department  Claims  Board  on  that  subject  of  Mr.  Dorr  and  his 
associates? 

Mr.  Graham.  We  had  Gen.  Burr  here. 

Mr.  Garrett.  It  contains  the  award  and  it  contains  the  minutes 
of  the  Pittsburgh  board.  I  do  not  think  the  minutes  of  the  Board  of 
Claims  here  are  very  full. 

Secretary  Baker.  I  should  think  l;he  evidence  of  the  individual 
members  of  the  board  who  composed  the  board  that  passed  on  the 
claim  would  be  important. 

Mr.  Garrett.  Yes;  I  think  so  myself.  Well,  that  is  all,  Mr. 
Chairman. 

Mr,  Graham.  Now,  I  think,  Mr.  Secretary,  that  that  is  all. 

Secretary  Baker.  I  will  gi\e  you  the  record  of  these  clerks. 

Mr.  Graham.  If  yon  will  we  will  incorporate  it  in  our  record. 

(And  the  witness  was  excused.) 

TESTTHONT  OF  MH.  THOMAS  K.  SCHKUCK,  POEMEaLY  CAFTAIH 
IN  THE  ORDNANCE  DEPAETMENT,  RESIDENCE  NO.  33  HOLLT 
LANE,  CINCINNATI,  OHIO. 

(The  witness  was  duly  sworn  by  Mr,  Graham.) 

Mr,  Graham.  Before  we  proceed  I  want  to  make  a  statement :  I 
want  to  say  to  all  of  the  gentlemen  who  are  here,  including  the  wit- 
ness now  on  the  stand,  that  I  am  not  reflecting  on  any  man's  honor 
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or  int^rit;  or  connection  with  the  Government  by  what  I  am  about 
to  sa^,  out  I  want  it  understood  what  our  position  is  in  this  matter. 
It  will  be  necessary  for  me  to  ask  each  one  of  you  a  question  with 
reference  to  this  matter  as  to  immunity  that  I  think  the  law  requires 
tnd  that  it  is  the  duty  of  the  committee  to  ask.  Now,  I  want  to  ask 
joa,  Capt.  Schmuck,  at  this  time,  before  you  testify,  whether  you 
waive  any  immunity  from  criminal  prosecution  that  might  accrue 
to  Tou  on  account  of  giving  the  testimony} 

Mr.  Schmuck.  Absolutely. 

Ur.  Graham.  Of  course,  we  do  not  know  what  tou  want  to  show 
ud  we  want  to  give  you  any  opportunity  you  de^re  about  these 
cUims,  but  we  desire  that  you  confine  yourself  to  facts  within  your 
knowledge.  Do  not  give  hearsay,  what  somebody  has  told  you,  but 
tell  what  you  know  about  the  claim  and  confine  yourself  to  the  claim 
or  claims,  and  give  us  specific  facts  and  make  your  testimony  as  brief 
IS  you  can,  to  the  end  that  we  will  not  have  our  record  filled  with  a 
lot  of  suppositions,  conjectures,  and  conversations  with  somebody 
else. 

S'ow,  you  may  go  ahead  and  state  any  facts  which  you  desire. 
Let  me  surest  further  that  a  showing  has  been  made  in  this  record 
»i  to  two  of  these  claims  that  the  committee  think  it  unnecessary 
to  go  into  any  more,  because  Maj.  Holder  wa,s  permitted  to  insert 
in  the  record  a  written  statement  relative  to  the  Brier  Hill  Steel 
Co,  and  Henr\'  Moss  &  Co.  Now,  the  claims  that  are  involved  are 
ibe  claims  of  tW  Stein-Bum  Camp  &  Field  Equipment  Co.,  National 
Enameling  &  Stamping  Co.,  and  the  American  Can  Co.  Anything 
vou  care  to  state  about  these  claims  you  may  proceed  to  state. 

Mr.  SciiMCCK.  I  should  like  to  make  this  statement  to  your  com- 
mittee: That  Maj.  Holder.  Col.  Goetz,  and  myself  are  here  as  repre- 
i^tative  of  the  Claims  Board,  Office  of  Director  of  Purchase.  We 
bave  brought  with  us  reports  in  the  jnatter  of  the  other  cases  con- 
rerning  which  you  have  requested  information  and  substantially 
ibe  same  thing  as  the  reports  which  were  submitted  in  the  matter 
of  the  Brier  Hill  Steel  Co.  and  in  the  matter  of  the  Henry  Moss 
4  Co.  These  reports  we  understand  are  not  acceptable  to  your  com- 
mittee, and  we  have  therefore  brought  with  us  various  witnesses 
chom  we  feel  may  be  of  service  to  you  in  arriving  at  a  true  under- 
ending  of  the  settlement  of  the  various  cases  in  question. 

The  witnesses  who  are  here  this  morning  are  Mr.  F.  M.  Van  Home, 
formerly  captain.  Quartermaster  Corps^  who  is  the  officer  who 
negotiated  the  settlement  of  the  seven  American  Can  Co.  cases,  con- 
cerning which  you  have  inquired. 

We  have  here  Mr.  H.  R.  Roberts,  who  was  connected  with  the 
nffire  of  the  Zone  Supply  Officer,  Chicago,  and  who  largely  negotiated 
the  settlement  of  the  three  cases  of  the  Stein-Bum  Camp  &  Field 
Equipment  Co. 

There  is  also  present  Col.  George  B.  H.  Goetz,  a  member  of  the 
board,  and  Capt.  H.  W.  Benke,  who  had  considerable  to  do  with 
the  final  settlement  of  the  claims.  I  am  informed  that  Mr.  Ben 
Stein,  who  is  the  vice  president  of  the  Stein-Burn  Field  and  Camp 
Equipment  Co.,  is  on  his  way  to  Washington.  He  is  not  brought 
on  as  a  witness  in  the  case,  as  the  onlv  persons  whom  we  have  relt 
at  liberty  to  call  upon  were  those  in  the  service  of  the  Government 
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or  those  formerly  in  the  service  of  the  Government.  However,  I 
liave  been  advised  that  he  desires  to  come  on  and  present  to  your 
committee  a  full  statement  of  the  facts  in  the  settlement  of  these  three 
cases.  I  was  informed  that  he  was  to  be  here  at  9.30  o'clock  this 
morning,  but  so  far  he  has  not  arrived. 

In  the  matter  of  the  Esline  Co. 

Mr.  Graham  (interposing).  I  might  say,  incidentally,  that  per- 
haps Mr,  Benett  mislead  your  board  somewhat.  We  did  not  go  into 
the  Esline  matter.    It  is  not  in  the  record, 

Mr,  ScHMDCK.  Oh,  it  is  not  in  the  record? 

Mr.  Graham.  No. 

Mr.  ScBMUCK.  You  do  not  desire  that? 

Mr.  Graham.  We  do  not  care  anything  about  that. 

Mr.  ScHHUCK,  We  will  eliminate  anything  about  the  Esline  Co. 
We,  however,  called  various  witnesses  in  that  case  and  we  are  pre- 
pared to  report  on  that  case  inasmuch  as  Mr,  Bennett,  representing 
the  committee,  stated  he  desired  a  report  on  it. 

Mr,  Graham.  There  is  nothing  in  the  record  at  all  about  it. 

Mr.  ScHMucK.  All  right.  In  the  matter  of  the  National  Enamel- 
ing &  Stamping  Co.,  the  negotiating  officer  wa^  Mr.  J.  H.  Caswell, 
formerly  a  major,  Quartermaster  Corps.  Mr.  Oaswell  has  been  dis- 
charged from  the  service  for  some  time,  and  has  been  on  vacation, 
on  a  fishing  expedition  in  northern  Minnesota.  An  attempt  was 
made  to  get  in  touch  with  Maj.  Caswell.  A  subptxna  was  issued  and 
left  to  be  served  upon  him  at  bis  residence  in  Chicago,  but,  of  course, 
he  was  not  there.  We  have,  however,  communicated  with  Maj.  Cas- 
well, but  we  are  unable  to  secure  his  presence  this  morning.  Maj. 
Caswell  will  be  here  to-morrow  morning.  By  reason  of  the  distance 
he  was  unable  to  be  present  as  you  i^questeu. 

In  the  matter  of  the  Brier  Hill  Co.,  we,  of  course,  have  submitted 
a  report,  and  I  understand  that  that  matter  is  closed.    Is  that  so? 

Mr.  Graham.  Yes. 

Mr.  ScHMCCK.  The  same  thing  is  true  as  to  Henry  Moss  &  Co. 
The  witnesses  who  negotiated  the  settlement  in  both  cases  are 
present. 

Mr.  Graham.  Those  are  all  in  the  record  in  full. 

Mr.  ScHMucK.  AH  right. 

Now,  I  should  like  to  make  this  statement  which  may  be  relevant 
in  regard  to  the  National  Stamping  &  Enameling  contract  case  No. 
797.  Mr,  Swartzburg,  of  that  company,  happened  into  my  office 
on  the  morning  of  the  Pershing  parade,  and  he  spoke  to  me  alxtut  the 
various  settlements  that  you  have  inquired  about,  or  rather  I  spoke 
to  him  about  them.  He  had  in  his  pocket  one  of  the  latehes,  wnich 
constitutes  an  item  of  salvage,  which  he  gave  to  me  and  which  I  now 
show  to  your  committee.  [The  witness  produces  the  latch  referred 
to.]  I  can  not  tell  you  gentlemen  what  the  function  of  that  is.  be- 
cause I  do  not  know,  but  it  is  called  a  latch  and  was  one  of  the 
salvage  matters;  17,540  of  those,  as  1  recall,  at  a  salvage  of  $17  a  ton. 

Mr,  Graham.  That  is  to  hold  down  the  lid  of  the  boiler,  isn't  it? 

Mr.  ScHMDCK.  Perhaps  so;  that  appears  in  P.  C.  797. 

Mr.  Swartzburg  at  that  time  made  a  statement  to  me  which  he 
had  previously  made  to  various  officers,  stating  that  the  material 
WHS  absolutely  worthless  to  him  and  at  any  time  the  United  States 
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(loreniment  want«<l  these  articles  that  the  United  States  Government 
KHild  have  them  if  the  United  States  Government  would  only  be 
iiooii  enough  to  pay  the  freight  on  them  to  any  point  where  they 
suited  them  shipped. 

Mr.  Geaham.  Have  you  anything  further  about  thatt 

Ur.  ScHMUCK.  No,  sir. 

TESmCOHT  OF  HE.  FRANK  H.  VAIT  HOBNE. 

iThe  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Gbaham.  Give  your  full  name. 

llr.  Van  Horn.  Frank  M.  Van  Horn. 

Ur.  GiuHAM.  Do  you  waive  any  immunity  that  might  accrue  to 
Tou  on  atX'OUDt  of  your  testimony  in  this  mattert 
■  Mr.  V.4N  HoBN.  Yes,  sir. 

Mr.  Graham.  I  assume  that  you  have  particular  knowledge  of 
wme  of  these  claims  that  are  being  debated ! 

Mr.  Van  Hokx.  I  negotiated  all  the  terminations  of  all  the  Amer- 
ii-uk  Can  Co.'s  contracts. 

Mr.  Gbaham.  Now,  inasmuch  as  I  do  not  know  just  what  your 
infonnation  is,  I  assume  it  will  be  necessary  for  you  to  make  your 
itainiient  in  your  own  way,  giving  that  information,  what  occurred 
in  il,  and  stating  any  facts  that  you  think  are  pertinent  and  material. 

Mr.  Van  H<«n.  I  don't  know  exactly  as  to  what  portion  of  the 
'  liinis  are  in  question,  or  whether  it  is  the  entire 

Mr.  Graham  (interposing).  Let  me  suggest  to  you.  In  the  first 
plire.  you  were  in  the  military  service,  were  you  ? 

Mr.  Van  Horn.  Yes,  sir. 

Mr.  Gbamah.  In  what  capacity? 

Mr.  Van  Horn,  Captain,  in  the  Quartermaster  Corps. 

Mr.  Graham.  In  the  Quartermaster  Corps! 

Mr.  Van  Horn.  Yes^  sir. 

Mr.  Graham.  Here  is  the  thing  the  committee  has  been  debating 
to  some  extent :  The  salvage  value  of  tin  and  special  facilities  has 
Iwn  the  principal  mooted  question. 

Mr.  Van  Horn.  Would  you  care  to  know  the  procedure  that  I  went 
'^ugh  in  determining  the  salvage  values? 

Mr.  Graham.  Well,  if  you  think  that  would  throw  any  light  on  it. 
^t  want  to  know  anything  that  would  help  us  to  arrive  at  the  cor- 
ral ronclusion  about  these  matters.  * 

Mr.  Van  Horn.  In  determining  the  salvage  values  of  the  equip- 
ntMit — special  equipment  for  those  contmcts — I  was  pretty  well  fa- 
miliar with  all  this  equipment,  beiause  I  had  helped  the  contractors 
Insecure  it.  It  wa.s  all  purchased  during  the  stress  of  war  times  at 
'Keedingiy  high  prices  of  cost  of  manufacture  on  account  of  a  great 
'Wtl  of  overtime,  and  it  had  increased  the  cost  beyond  what  it  ordi- 
n»rily  cost  in  those  times.  I  personally  verified  their  statements  as 
to  the  items  on  their  claims  by  going  through  their  factories ;  that 
i-.  X*w  York,  and  having  Quartermaster  officers  in  Chicago,  New 
Orieans,  and  St.  Paul  verify  if  in  those  factories.  The  New  York 
'^tru-t  was  by  far  the  largest,  and  the  first  one  settled,  and  the 
halince  were  settled  on  the  same  basis  as  the  New  York  contract. 

Mr.  Graham.  Incidentally  there,  wasn't  that  the  rule  in  these  mat- 
ters, that  you  would  use  the  first  settlement  as  a  precedent? 
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Mr.  Van  Horn,  To  a  certain  extent;  it  all  depended  on  the  cir- 
cumstances. 

Mr.  Graham.  And  where  a  salva^  value  had  once  been  estab- 
lished in  a  certain  commodity,  such  as  tin  plate  or  sheet  steel,  or  any- 
thing of  the  kind,  in  succeedinfi;  settlements  the  claims  boards  would 
be  apt  to  refer  to  those  and  be  governed  by  them  to  a  considerable 
extent? 

Mr.  Van  Horne.  Yes;  that  is  true. 

Mr.  Grahau.  Now,  proceed. 

Mr.  Van  Horne.  I  first  requested  the  American  Can  Co.  to  give  me 
a  statement  of  the  equipment,  an  itemized  statement  as  to  the  cost,  and 
the  salvage  they  were  willing  to  allow.  After  verifying  that  state- 
ment, I  also  verified  the  original  invoices  as  to  cost  in  their  offices  and 
negotiated  with  them  to  try  to  have  the  offer  in  some  cases  reduced, 
which  I  did.  I  think  I  reduced  the  original  claim  $75,000  on  tin 
plate  and  equipment.  And  then  either  I  or  Lieut.  Daneman,  who 
was  mv  assistant,  went  through  the  various  manufactories,  the  second- 
hand dealers,  jobbers  of  equipment  of  tin  plate,  to  secure  offers  from 
them.  This  machinery  and  tin  plate  was  all  in  a  factory  where  it 
could  be  seen  and  some  of  the  dealers  would  go  out  to  look  at  it.  Of 
course,  the  manufacturers  knew  what  it  was  and  how  long  it  had 
been  in  use,  and  those  things.  There  was  only  one  lot  on  which  we  re- 
ceived any  offer  in  excess  of  the  offer  made  by  the  American  Can  Co.. 
and  that  was  a  small  item  of  a  couple  of  hundred  dollars,  which  they 
increased  their  offer  to  meet,  rather  than  to  complicate  the  case. 

Mr,  Graham.  Would  it  interrupt  you  if  I  asked  you  a  question 
here? 

Mr.  Van  Horne.  No. 

Mr.  Graham.  Well,  now,  in  trjring  to  dispose  of  this  tin  plate,  did 
you  have  charge  of  checking  up  by 

Mr.  Van  Hobne  {interposing).  Verifying  the  tin  plate? 

Mr.  Graham.  Yes. 

Mr.  Van  Horne.  Aa  to  the  amount  there,  and  so  forth  ? 

Mr.  Graham.  Yes. 

Mr.  Van  Horne.  Yes;  that  is,  in  New  York. 

Mr.  Graham.  What  did  you  do;  did  you  go  there  and  actually 
look? 

Mr.  Van  Horne.  Yea,  sir;  I  went  there  and  actually  counted  the 
boxes  myself,  and  Lieut.  Daneman. 

Mr.  Graham.  Did  you  have  any  way  of  knowing  when  they  go( 
the  tin? 

Mr.  Van  Horne.  Not  as  to  when  it  actually  arrived  at  the  factoryj 
no,  sir. 

Mr,  Graham.  All  you  knew  is  you  went  to  the  warehouse  or  whei 
ever  it  was  and  counted  certain  boxes  that  they  told  you  was  the  tii 
plate  for  that? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham,  Did  you  ask  them  how  much  they  had  of  the  specia 
kind  and  then  count  that? 

Mr,  Van  Horne.  Yes.  sir;  and  that  was  perfectly  obrious,  becaui 
of  the  size.  They  would  never  have  purchased  that  size  for  any  othd 
cans.  I  suppose. 

Mr.  Graham.  Well,  they  made  all  kinds  of  tin  cans,  I  suppose? 
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Hr.  Van  Horne.  Yes,  sir. 

Mr.  Ghaham.  And  still  do  make  all  kinds  of  tin  canst 

Mr.  Van  Hobne.  Yes,  sir. 

Mr.  Gbahah .  Did  you  look  at  the  bills  of  lading  to  see  when  they 
nceired  themi 

Mr.  Van  Hokne.  No,  sir. 

Mr.  Graham.  Did  anybody  else,  to  your  knowledge? 

Mr.  Van  Hobne.  \ot  to  my  knowledge;  I  do  not  suppose  they  did. 

Mr.  Gbahah.  So  all  you  know  is  that  in  their  warehouse,  at  the 
dme  they  settled  this  contract,  there  were  boxes  of  tin  that  corre- 
^Nmded  with  the  amount  that  they  claimed ! 

Mr.  Van  Hoens.  Yes,  sir. 

Mr.  Gkaiiah.  What  did  you  do.  Captain,  in  order  to  try  to  ascer- 
tain whether  there  was  a  market  for  this  tin  platel  You  have  de- 
Uiled  in  brief;  what  did  you  do? 

Mr.  Van  Hobne.  I  would  like  to  read.    First  read 

Mr-  Gbahau  (interposing).  No;  you  can  refresh  your  memory  by 
looking  at  it.  but  just  tell  us  what  you  did. 

Mr.  Van  Hobne.  I  offered  this  tin  plate  to  the  American  Sheet  & 
■Rn  Plate  Co. 

Mr.  Graham.  How  did  you  offer  it  to  them — how  did  you  go 
■boot  it? 

Mr,  Van  Hobne,  I  merely  stated'  the  amount  of  tin  plate  the 
Government  had  or  contemplated  taking  over  on  contracts  and  re- 
quested an  offer  on  it, 

Mr.  Gbahah.  Did  you  go  to  them  personally,  or  write  to  them 
about  it? 

Mr.  Van  Horns.  I  went  to  them  personally. 

Mr.  Graham-  At  their  New  York  office? 

Mr.  Van  Hobne.  At  their  New  York  office. 

Mr.  Graham.  Who  else  did  you  see? 

Mr.  Van  Horne.  The  Pittsburgh  Can  Co.,  both  at  the  New  York 
cJBce  and  Pittsburgh. 

Mr,  Gbaham.  Did  you  go  to  Pittsburgh  to  see  them  ? 

Mr.  Van  Hobne.  Lieut,  Denaman,  my  assistant.    Shalita  Bros. 

Mr.  Gbaham.  Did  you  see  them? 

Mr.  Van  Hobne,  In  my  own  oiEce  in  New  York;  they  are  a  New 
York  concern.  The  General  Can  Co.,  New  York,  Mr.  Frank  Lan- 
don.  president. 

Mr.  Graham.  Did  you  go  there? 

Mr.  Van  Hobne.  No,  sir;  Mr.  Frank  Landon  came  to  my  office; 
be  is  president  of  the  company.    Mr.  B.  Rothschild. 

Mr.  Graham.  Did  he  come  to  your  oflSce? 

Mr.  Van  Hobne.  Yes,  sir;  he  is  a  second-hand  dealer.  McVoy 
Sheet  &  Tin  Plate  Co.  I  understand  they  are  the  largest  jobbers 
in  odd  lots  of  tin  plate  in  the  United  States.  They  have  offices  in 
Sew  York,  but  in  other  large  cities  also.  The  Trumbull  Steel  Co. 
in  New  York.    The  Com  Products  Co.,  in  their  New  York  office. 

Mr.  Graham.  The  Com  Products  Co,  ;,what  is  that? 

Mr.  Van  Horne.  The  Com  Products'Co.;  they  are  the  ones  that 
make  the  Karo  svrup,  and  make  their  own  cans, 

Mr.  Gbaham.  How  long  do  you  think  these  negotiations  took  you? 
141211— 20— VOL  2 2 
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Mr.  Van  Hobne.  I  started  on  it — on  Ji^o^Ain^  tius  kard-bMad 
can  contracts — r+-    .■  ;  ■    -■::..[■.■.  ■   ';  :-    .;,'..■/    .  ■:■  i   ,■■' 

Mr.  Grahau.  I  mean,  trying  to  sell  this-tm  »lite.<       M    -.    /     i'. 

Mr.VANHoBMitahl  .  :         ;  .1.;,,     .'    .•■'- 

Mr.  Graham.  How  long  did  it  take  youi 

Mr.  Van  Horne.  Several  weeks;  I  ao  nob-\autwexao^-ia>if\hkg. 
I  had  had  the '  settilenient  of  seTeral  prerknia  contra^te,  l^nl-bMu 
cans,  -which  were  somewHai  auuilar,;  Although  mudi' ffln&ller. ''     ''' 

Mr.  Grahah.  ^^11,'aiter  jrou. fixed  the  salrAge  ivlue,  tlfttt'!;^ou 
suiv)i^KOTenwd  yourself  by  theifc.precedBiLt^  did^tyon!- 

Mr.  VAN  Horne.  Ho,  sir;  I. continued  to  look  into  the  m«i^it  and 
keep  in  touch  with  the  tin-plate  situation.:      -    /       •     '  i    ■     '       ' 

■Mr.  Grakau.  Did  you.look  ^t'the  mai^et  as  it  Vasshown'hy  the 
daily  'presB'i  /     •■■.■■!  ■  --  . 

Mr.  VAN  Horne.  Yes,  sir.  .--■.. 

Mr.  Graham.  W^  did  Ithat  govern  your  aotioh  any  <I  ' 

Mr.  V:aw  Horkb.  Tos  great  ext^it;  yeE.^sir.  ' 

Mr.  Graham.  What  marketed  Uw  daily  press  report;  rwhst-did 
fhediuh''paper8&owt?  .1  ■■ '  ■■  i  .  .-      '.'.   '. 

Mr.  Van  Horne.  $7.35  per  base  box.  '   ," 

JUr.GlAHAM.  AfteFt}iat'itweotdownto$7?     :i      -         '  : 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  OpAHAH.In  o^BT  woriK  .it- w&9i$7;73  and  thian,  $T.35' And 
then$7?  ...■,,<■-  ■■       .■■■■.., 

Mr.  Van  Horne.  Yes,  sir. 
'  Mr.  Grajham.  .  That  has-been  ^the'  price  of  tin'  plat^  %..    .  1 '      •      1 '. 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  How  niaiiy  oI. these  oompaniis  :wera  i  seodiidhkhd 
dealers?  i' 

Mr.  Van  Horne,  Onlyione^  I'  would  really  call  a  seoondfaUnd 
dealer;  that  is,  K.  Rothschild;  heU  a  very  large  eecc^dhanddeakii^  in 
inachinery,  &nd  also  some  tin  plate. 

Mr.  Graham.  He  is  a  junk  dealer? 

Mr.  Van  Horne.  No;  ne  buys  inodd  lots. 

Mr.  Graham;  Well,  he  is  a  junk  dealer. 

Mr.  Van  Horne.  No;  I  wouldn't  call  him  that.-  He  bure  a.  good 
bit  of  machinery  rmanufactdred  fofsome  special  <can,- and  I  belieT&he 
has  a  shop  wh^  be  <xa,  change  that  machinery  over  to  some  ma>^ 
chinery  a  man  may  want, 

Mr.  Graham.  I  am  curious  to  know  how  you  happmed  to  ask  the 
particular  compaDies.  How  many  companies  a^e  tn^.in  the  United 
States  that  handle  tin  plate?  ' 

Mr.  Van  Horne.  I  have  no  idea. 

Mr. 'Graham.  A  great  many!  . 

Mr.  Van  Horhb.  k.  great  number.  :       .    .  - 

Mr.  Graham.  Do  you  know  whether  any  of  them  are  or  were  con- 
nected with  the  American  Sheet  &  Tin  Plate  Co.  \  :        -  ' 

Mr.  Van  HornK  I  mentioned  Aem.      '  '  '   ,■ 

Mr.  Graham.  Do  they  have  any  colmection — ■ — 

Mr.  Van  Horne,  (interposing).  To  my  knowledge,  it  he£  tio.<:6n- 
nection  with  the  American  Can  Co.  ' 

Mr.  Graham.  Did  you-offer  any  of  this  to  .the  indtt>endent  tin-rpl^te 
people  that  you  know  of? 

Mr.  Van  Horne.  Do  you  mean  dealers? 
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itr.  GRinjUu.  T<e:4;'  deHlcVS  (ft  tAajiiifkcinirers.   '  ' 

Mr.  VaicHobmb,  I  «rfferod'it  to'dealere'aild'nviinuf&cturers.'    - 

Mr.  OsABAM.'  An+bddy.  e«t»I*  whiit  yon  haV((  got  tlit;re?'  - 

Mr.  Van  Horne.  No,  sir. 

Mr.  BsKiuu.  And  irotf  ebmigfat  lh«t  was  a  ^air  tesC  of  the  salynge 
TshM, did TOH't  .      '■      I  ;    '    '    . 

Ur;  Van-  HoitKB.  1  feltithatl-  had  ^Ofieintd  the  ihatter  ^ufflciehtl; 
to  feel  sure  that  the  salvage  offered  by  the  Ajnerican,  Cnn  C<*.  was 
better  than  we  could  secure  frbfti  (my  other 'stWinre^  , 

Mr.  Graham.  How  much  was  that?  ■■'  '  '       . 

Mr.  Vav  Hos:*«L  ^L^&abfise  boX:  1  Aiight^y  in  tliat  connection 
I-wte  in  tonrch-  wit^'tha  quSPieraitistM'  ittAVashingiion,  Qhtcugo,  and 
Baltimore,  and  ideas  and  conversations  I  had  in'  the  various  p|hce.-< 
led  me  to  form  m'y  ooneliulohe.'         '" ''    •'' 

Mr.  Graham.  tVTiat  wa^  yotir  buehieM  before  yotf  wentinto^  the 
articel  '  ■■.-■"■-'  ■  '   ^'-i- ;  .^^  .-    '■    ■'■';• 

Mr.  Van  HoRNE.  Pa^r'bu^iness.'    '     -i  ■  '  ■ 

Mf.flKAnAM-.'What  aOyo>um«ih(  didyoulna.fce  pRj>er?  ■'     ' 

Mr.  Van  Horne.  Yes,  sir.  Just  preVibUB  to  enti^riTig  the  serrlce  I 
wtaBlKngpaperfbrJohn'S.'SorfBUCo,  '  I  hiid  been  a  tnanu'factiirer- 

Mf.KiBAir3»si.' What  bnsinesfl  ate  yoo'ihnftwi 

Mr.  Van  Hurxe.  The  paper  business.  ,    '^ 

Mr;<i»*»Aw,  T%eea)nB  Ime'bSbelfdt-6* ':•    '  '    ■     ' '■-   '     '    ' 

Mr.  VaK  Hotnt:.  V<?lt8itt''''  ■  1  ■'...■  ;:i'm  ii    i    _.  ■         ■  ■;   .i 

Mr.  (iBAHAM.  Haidl  voJt  evpfilmd'Miy'fexperien^e  in  tiil  platts  or 
mrtalii-      -    I  '■■■■    '  ■■'■'■  '  '  ■  ■:■■■  '■  '  ■"  ■     -■     '    ■■■  ■■' 

Mr.  Van  Hobne.  No,  sir.  ,  .  "     .       ' 

-Mr.  Graham.  Who  aS^^edyon  tb  the 'settleirtertt -of  these  con- 
Imtsi  :'  ■'    '     '  ■  '  ■'  ■    ■" 

Mr.  Van-  Hobne.  CaptGeot^e  0. 'Andrews. 

Mr.  Graham.  Was  he  a  papermannfeo?'  .     ' 

Mr.  Van  Horne.  No.  sir.  ' '  ' 

Mr,  GvAHAM.  What  particVilar  ^itahfication  or  preliriiinat-j  train- 
me  had  you  had  (o  fit  you  to  settle  conti'acO  of  this  kind?   , 

Mr.  Van  Horne.  1- hud  handled  the^  purchdsing  of  hftr\l-bi-ead 
ctns. 

Mr.  Gbaham.  Well,  vou  had  handled  this  same  contract? 

Mr.  Van  Horne.  Yes,  sir.' 

Mr.  Gr.\hah.  Did  you  enter  into  these  contracts? 

Mr.  Van  Hohkk.  YeB;  that  is,  I  n^gntiated  these  contracts. 

Mr.  Graham.  You  negotiated  them,  but  did  not  sign  the  con- 
tracts, I  understand  you^  '       ■ 

Mr.  V*H  Horne.  -No,  sil*. 

Mr.  Gbaham,  Well.  I  itn  speaking  of  your  preliminaiy  business 
Uming  no\«:  what  training  had  you  had  to  qualify  you  as  a  man 
properly  qualifie<l  to  settle  these  contracts? 

Mr.  Van  Horne.  Previous  to  my  entering  the  service? 

Mr.  Gbakam.  Yes. 

Mr.  Van  Horne.  Non*,  excftpting  general  business  experience, 

Mr.  GkaraM.  How  old  a  man  are  you,  captain  !■ 
Mr.  Van  Horne.  Thirty-three. 

Mr.  Gkaram.  Well,  now,  learing  that,-  is  there-  anything  further 
in  WJ-  of  these  contracts  that  you  want  to  suggest?  I  do  not  want 
to  interrupt  you  if  you  want  to  make  a  statement. 
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Mr.  Van  Hokne.  No;  I  have  nothing  except  that  that  I  care  to 
bring  out.     I  feel  that  I  am  fuUj;  acquainted  with  all  the  facts  re- 

farainp  those  contracts  and  any  information  the  committee  desires 
would  gladly  furnish. 

Mr.  GRAHAsr.  Mr,  Jefferis,  do  you  want  to  ask  him  any  questions? 

Mr.  .Teftehis.  Could  you  tell  tne  committee  the  amount  of  money 
that  the  American  Can  Co.  was  allowed  for  depreciation  of  tin  plate 
on  the  four  settlements  made? 

Mr.  Van  Hokne.  Tlie  total  amount? 

Mr.  Jeffehis.  Yes,  sir. 

Air.  Van  Horne.  No,  sir ;  I  could  not  give  that  off  hand. 

Mr.  Jefferis.  Can  you  give  me  the  depreciation  that  was  allowed; 
that  is,  in  claim  3660? 

Mr.  Van  Hoioje.  The  total  amount  of  the  claim? 

Mr.  Jefferis.  No;  for  the  raw  material. 

Mr.  Van  Horne.  Tin  plate,  I  understand  you,  $158,119.1";  that 
was  on  contract  3660, 10047,  10043,  and  10042. 

Mr.  Jefff-kis.  Tn  other  words,  those  four  contracts  were  lumped  t 

Mr.  Van  Horne.  Yes,  sir. 

Mr,  Jefferis,  Now,  could  you  give  me  the  amount  of  depreciation 
that  was  allowed  and  paid  the  company  on  contract  15080  G,  I  think 
it  is? 

Mr.  Van  Horne,  I  believe  it  is  in  these  papers,  but  these  were  just 
lianded  to  me  this  morning  and  I  have  not  got  it  clear  entirely. 

Mr.  Graham.  We  can  give  you  a  printed  copy. 

Mr.  Jefferis,  No;  I  want  to  see  whether  we  have  the  thing  cor- 
rect or  not. 

Mr.  Van  Horne.  I  believe  it  is  $85,784.40. 

Mr.  Jefferis.  Is  it  $85,000  or  $95,000? 

Mr.  Van  Hobne.  $95,000,  I  beg  pardon. 

Mr.  Jefffjiis.  Now.  how  much  is  it? 

Mr.  Van  Horne.  $95,784.40. 

Mr.  Jefferis.  Now,  that  was  the  settlement,  as  paid,  an  you  under- 
stand it.  for  raw   material? 

Mr.  Van  Horne.  For  raw  material;  yes,  sir. 

Mr.  Graham.  For  tin  plate  in  that  contract? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Jefferis.  Now,  is  there  any  other  contract  150SO.  or  is  that 
the  same  one? 

Mr.  Van  Horne.  That  15080  is  the  one  I  was  just  referring  to. 
I  underptood  that  was  the  one  you  asked  for. 

Mr.  Jefferis.  Some  have  a  "G." 

Mr.  Van  Horne,  That  is  the  same;  that  is  a  Chicago  contract. 

Mr.  Jefferis.  Tliat  is  the  one  that  sort  of  bothered  me.  Now, 
what  depreciation  was  allowed  the  American  Can  Co.  for  tin  plate 
on  contract  8487  G? 

Mr.  Van  Horne.  $9,628.50. 

Mr.  Jefferis.  What  depreciation  was  allowed  to  the  American 
Ciin  Co.  on  tin  plate  on  a  contract  319-2-2? 

Mr.  Van  Horne.  I  do  not  seem  to  have  the  details  of  that  con- 
tract here,  the  settlement. 

Mr.  Garrett.  In  the  printed  record  the  special  facilities  come 
fhead  of  the  tin  plate. 
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Mr.  A'as  Horse.  I  have  all  the  American  Can  Co.  papers  here,  I 
beliet'e:  I  believe  the  correct  amount  on  that  is  $13,093.91. 

Mr.  Jeffews.  We  have  on  oui'  figures  here — I  do  not  know 
whether  that  was  the  claim,  but  on  page  977,  $13,175.19. 

Mr.  Va>-  Horne.  That  was  later  reduced  by  $81.28. 

Mr.  Jefferis.  So  the  amount  allowed  was  $13,093.91? 

Mr.  Van  Horjje.  Yes,  sir. 

Mr,  Jefferis.  Then,  on  depreciation  of  tin  plate  alone  that  was 
tilowed:  that  is,  the  Can  Co.  was  allowed  about  $275,000? 

Mr.  Vax  Hobne.  Approximately. 

Mr.  Jefferis.  And  were  thev  paid  that  much  ? 

Mr,  Van  Horne.  I  believe  they  were.  . 

Mr.  Jeffebis.  Now,  the  basis  on  which  you  arrived  at  this  de- 
preciation per  base  box  was  the  difference  between  what  amounts? 

Mr.  Van  Horne.  On  the  base  box,  the  difference  between  $5.50  and 
fi.ii.  The  American  Can  Co.  had  approximately  50  cents  per  base 
boi  for  handling  and  carrj-ing  charges  which  we  would  have  had 
tuisunie — which  the  Government  would  have  had  to  assume — had 
nf  uken  that  over. 

)ii.  Jefferis.  Well,  wasn't  that  paid  in  addition  to  the  handling 

Mr.  Van  Horne.  No,  sir. 

Mr.  Jeffebis.  Well,  we  have  had  considerable  testimony  here,  Mr. 
VtB  Home,  from  independent  can  companies,  saying  that  the  market 
Tiloe  of  tin  plate  had  not  fallen  below  $7  at  any  time  since  the 
imistice. 

Mr.  Van  Horke.  I  believe  that  is  correct,  sir.  It  was  $7.35  at 
tbe  time  this  settlement  was  made. 

Mr.  Jefferis,  Well,  wasn't  it  really  scarce  in  the  country? 

Mr.  Van  Horne.  No,  sir;  there  was  a  great  oversupply.  The 
no  miDufacturers  had  more  than  they  knew  what  to  do  with. 

Mr.  Jefferis.  Did  the  American  Can  Co.,  when  it  filed  its  claims 
Hiinnally,  offer  to  take  this  at  $5.50? 

Mr,  Van  Hornf..  They  offered  to  take  part  of  it  at  $5.50,  not  all 
«'  it.   Later  the  offer  was  increased  to  take  all  of  it  at  $5.50. 

Mr.  Jefferis,  Well,  did  they  in  their  original  claims  say  what  the 
ahige  values  were  ? 

Mr.  Van  Horne,  Yes,  ar. 

Mr.  Jeffebis.  Or  had  that  been  ascertained? 

Mr.  Van  Horne,  I  requested  first  a  statement  from  them  as  to 
whtt  they  were  willing  to  offer.  Later  that  original  claim  was 
naterialiy  changed.  I  oelieve  it  was  reduced  about  $75,000.  That 
is.  on  the  New  York  claim  alone. 

Mr.  Jefferis,  Just  what  did  you  do,  if  anything,  in  checking  up 
lo  see  whether  they  actually  had  all  of  this  tin  plate  on  hand  in  Uiese 
nnous  factories  ? 

Mr,  Van  Horse.  I  and  Lieut.  Daneman  verified  it  by  actually 
eoimting  the  boxes,  and  had  the  Chicago  office  verify  it  in  Chicago 
tnd  St  Paul  and  the  New  Orleans  office  verify  that  in  New  Orleans. 

Mr.  Jefferis,  Why  was  it,  in  your  opinion,  Mr,  Van  Home,  that 
tbe  American  Can  Co.,  that  had  55  factories  over  the  United  States 
eogx^  in  manufacturing  tin  cans,  with  a  market  value  of  tin  plate 
■t  that  time  being  $7.35,  only  offered  or  were  willing  to  allow  the 
GoTemment  $5.50  per  base  box? 
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I  Mr.  Van  IJopip.  B^av^„thjey  es^imfitad,  thft  it  woukL  tiik«i  feix 

plate  that  n;as  jin  their  yarif^p^.  fact^i^iesi,  in  a4dUiofi,  to). tint'  it 
would  have  tO|  be  shipped  frdoi  tlie  Stories  it  y^as  in  to  other  faic- 
tories;  there  would  a1s(i  Ve.  adepr^iation  oa  accom^  of  the/speiOtal 
size;  this  was  all  cut  to  niA)cQ, the  sizes  and  shaped  cane  evaolly.  To 
make  any  other  can  it  would  entail  quite  H[io8s.  ,;  ,i  I 

Mr.  Jeffebi&  Bid  they  mai^  that  cfaim  to.youl  i         ' 

Mr.  Van  Horme,  Tliey  not  only  made  it,  tjut  I  know  itta  be  & 
fact    from    examinations   and   con.Y.ersati<»is  ^ith   a  dosen '  manu- 
facturers, .    ,      ,  ■        /         '         ' 
Mr.  jEFiERis.  Do  vou  say  there  would  be  any:  loss  at, all — '-      ' 
Mr.  Van  Horne  (interposing).  Tes,  eir.  '       ■■'. 
Mr.  j£Fi''EKis    (continuing).  By  manufacturing  this  into  othec 
poducts?                         ,  :                                ■■■...  w  .'     ■ 
Mr.  Van  HoBNf:.  Tes,  sir,.                 .    > 
Mr.  Jefferis.  From  whom.di4  you  get  that  inf ormation ? 
Mr.  Van  IIobne.  The  General  Can  Co.».Shalita  Bros.,  and  the 
Amorican  Mofal  Works  Co.,  Buffalo.                        ■  ■ 
.  Mr.  JpFFHiiis.,  Did  any  of  these  compahies  hat»  claims  also't      '  ' 
Mr.  Van  Horne.  Yes,  sir ;  they  all  did. 

Mr.  jEFPEms.  And  they  were  interested  in/ getting!  seUteme&ts 
made,  were  tli,«y1    ..■,:■;■..'■  i.  .  - 1 ' 

.  K(r.  y^^  HoHNE.  Yo.s,  sir;;  they  alceady  had  their  aeUiemtints  Kvlun 
this  matter  came  up.  .     ■,,,■;.;..      ■    ■.    [   .  ,     .  r     .,  .,    : 

Mr.  Jeffebis,  Now,  did  you  consult  any  can  companies  bs  to 
«-hether  or  potj  there  n<)i^l4,t>e.:aBy  rea]  Jfisd  in  .staking  thete.  rcUns 
in  the  ordinary  course  of  business  ^ho  did  sot  have  ot  had  not)  had 
claims  against  the  GqTernpient (  ,     i      ,  ■"  . .     '.  .1' 

Mr.  \  AN  Hqbne.  I  am  not  suce  that  X  didi  I  beliieve  aay.-nMn- 
inaking  expert,  thouxh,  would  veri^,ifly .statement.  ,       ■ ,,  ■ 

Mr.  Jefherw- ,WeTl,  ,th^,  trcHlbJe  is  a,  wl^olelot  that  we  htfve.hfcd 
here  as  witnesses  did  not  seem  to  dq  it,,  who  did  nothave  atiy  con- 


tract ^ith  the  .Gov^^iinent-    I  was;  trying  to  ^nd  o«t;  whether  jtou 
confinedyoiir  inquiries  to  thos*  having, iclafna  .    i  -    . 

claims  against  the  Govenunent, . 


sir.  "^nHobse.  Weil,  of  course,  in  taking  this  ^p^  with  thftjvari- 
oiis  jobbers  of  tin  plates  that  I  mentioned  b^iore,  they  took  that:lato 
con.sideration  in  tneiroffftrj-thftt  theyi  would  nothe  in  position'to 
estimate  wbat  the  los.s  woiJd  ha.  _iTha,t  can,  pnly  be . d^fpniuuedj+T' — 
Mr:  jEFFEitia  (intecposiug).  pid.  t^Q  American,  Can  , Co.  .infii^m, 
yoii  ,or  give  vou  aiij'  m£ojJDaatii;in,f^s  to  .ho*  [hard, it  had  b«fB(..for. 
theni  to  get  tfiis  tin  plate?  '  ,.        ,,:     1,         f   ...V      .■ 

,  Vps,  air 5 1.i?as,iii  ioijch  Vita  the  ^tuation  aljall 
i  a  part  bfJny  (Jytp  to  see  tbat  tliey  .ha)i,^?ii^ent 
0  keep  their  factories  in  operation.  ,  ,,.  ,  nij  ■■ 
\  order  to  gefc  it,  at  pll  ffjey  had  ,t«  have  ujpir 
hree  mohtlis  ^^ad  of  the  t^me,^.  maflulacturfi. 
in-pUte  .ipanufactur^jfs  raigJjt,getit,out„ap<i,£Qt^d 

!.  1  do  lipt  WlievB  that  was  ajways  the  cas&i  It 
5tiigcs  of  1918.  b\u  t  believe  in  trie,  fall  the  tin- 
.  yerj  Ynnch  better  ar»d  the  dejivejies*  caij^e. along 
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until  all  the  factories  who  had  orders  im  tbsYtinrplaAe  mills  £M  a 
good  deal  quicker  delivwies  tbao-thsyi  expected,  ana  I  i£now< «eV€Tal 
of  them  iound- difficulties  to  get  storage) places  when  it^amTed.  ' 

Kr.  Jeffekis.  DtdyOQ  have  any.  taOis  with.  Mr.  Ismonf 

Hr.  Van  Hobse.  No,  sii';  Mr.j-Ismon  is  secreUry  and  trbasdter, 
s»I  luiderstsnd  it,  and  had  nopfttt  in  negotiatis^  or  terminating 
theae  contractB. 

Mr.  Jefreru.  HieD'you  say,  do  jjob,  that  there  was  plentr^  of  tlA 
plate  in  the  -oouDtry,  and  that  t^e  AnierU»D  Can  Co.  did  not  have 
to  V  trouble  in  getting  this  tin  plate ! 

Ht.-Van  Hokvb.  I  made  that  statemmt  a^  to  the' f  aU  of  1M8; 
tlut  is,  say  about  two  mouths  prenous  to  the  signing  of  the  armis- 
tice.  I  do  not  believe  that  they  had  a  great  deal  of  trouble  then. '  In 
the  sDmiuer  it  was.  very  difficult  to  get  it.  '      ! 

Mr.  Jepfebis.  Now,  did  you  realL)r  try  to  sell  this  tiu:plata  or  get 
prices  for  this  tin  plate  mm  anybody. that  did  not  nave  cUims 
■gainst  the  Gtoremnient,  either  already  settled  or  expected  to  be 
aallledf 

Mr.  Van  Hobne.  Yes,  sir. 
-Mr,  ixvEBUS.- Who,  for 'instance! 

Ife  Van  Hou«£.  The.  MoVoy  Sh^i  &  Tin  PhrteCa  ■-. 
-Mr.  Jbffekk.  Were  they  maniifaatureES?  ... 

Mr.  Van  Hobkb.-  Xo,  sir{  jobben.T  There  isn't  a. tin  plate  man- 
sfaotarer  in  th«iootintFy,-to  my  knowledge,  who  ."woiild  use  as  lerger  an 
amount  as  tliisin-a  }¥ar's  time^  oubsidaoif  the  one3<who  had  thehard 
bnad.oootTBcts;  there  otay  b«,-b»t  I  do-not  know.  tham.   ' 

Mr.  Jeffeiiis.  Don't  you  tihdnk.the  Ainericaa'Can  Go.  would,  har- 
ing  55  factories!.   ,     .  ■  ,      -       ;  ,  ,    l     ■  ■        1   -     .'      ; ' 

Mr.  Van  Horne.:  I  said  outside  D>f.the  ones  having  the  centrists. 
This  is' considered  a  very  large -c<Hitraet.  Over  100,000  base  boiStes 
iSTolved.  The  only  way  the  loss  could  be  detentiiaed  on  this'  tin 
plate  in  making  the  commercializad  ohbs  is  to  know  whnt  size  you 
ire  aoing  tn  mute  of  them.    Thai  is  a  vary  peculiar  slae. 

i^.  JBTTSsm  You,  being  a  paper:  man,  never  had  any  experience, 
I  take  it,  Mr.  Van  Home,  in  the  actual  manufacture  -of  eass,  did 

Mr.  Van  Hobnb.  Not  until  adtec  .1  was  in  the  service.  .  I  took  a 
mat  deal  of  interest  aiter  I  was  in  the  secvice.  I  felt  -it  was  my 
duty  to  know  the  process  and  the  market  on  tin  plate,  and  so  forth. 

Mr^  Jbffbkis,  But  youEeally  had-no  actual  experience? 

Ur;  Van  Hqrnb.  liot  previous  to  entering  the  service. 

Mr,  Jzfferis.  Well;  you  didn't  do  any  actafil.auttiiig  (Jut  or  any- 
tblnig  of  tbitTsovt  while  in  the  secvice,  did  you? 

Mr.  Van  IIobms.  No,  sir.    •  ,  -        ■ 

Mr,  jEFFERifl,  All  you  had  waj  the  knowledge  you  gained  g6iiig 
through  the  factodee  *Jid  observing  what  was  oeing- done? 
■  Mr.V.*irHo»we.  Yes ; and coB.versations with  varicus! tin manu^fac- 
taraniand^ca*  manuiaoturers. 

Mr.  Jeffekib.  Anyhow,  as  I  undwatandyournow,  the  Americnn 
CaaOa-oUimed  there  wotild  be  iconsiderable  wast«  did  *h«vi  in  t"--- 
tip  plate? 

Mr,  Van  Hohne.  Yes,  sir,  (     ,    .     ■    ■ 

Mr,  Jefferis.  They  made  that  representation  to  you  when  yor 
were  trying  to  effect  the  settlement,  did  they? 
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Mr.  Van  Hobne.  Yes,  sir, 

Mr.  Jeffeeis.  Now,  who  made  that  representation  to  you ! 

Mr.  Vam  Hobbe,  Well,  Harry  Graver.  That  was  taken  into  con- 
sideration in  the  settlements  of  hard-bread  contracts. 

Mr.  Jeftekis.  What  other  coiiipanies  h*ad  hard-bread  contracts! 

Mr.  Van  Hohne.  Several  in  Baltimore;  quite  a  few  in  Chicago, 
and  in  the  New  York  zone,  the  Pittsburgh  Can  Co.;  The  American 
Metal  Ware  Co. ;  Shalita  Bros.,  and  the  American  Can  Co. 

Mr.  Jefperis.  Did  they  all  make  these  representations  to  you  that 
there  would  be  a  loss  or  wast«  on  this  matter? 

Mr.  Van  Horne.  Yes,  sir;  I  know  it  was  taken  into  considera- 
tion also  in  the  settlements  of  the  Chicago  and  the  Dayton,  Ohio, 
contracts  and  the  Baltimore  contracts. 

Mr.  Jeffebis.  That  was  on  the  theory  that  they  did  not  know 
what  kind  of  cans  they  would  make;  is  that  it? 

Mr.  Van  Horne.  Yes;  on  the  theory  that  it  was  practically  impos- 
sible to  conceive — there  was  no  regular  commercial  can  from  which 
this  tin  plate  could  be  cut  without  a  loss.  The  commercial  cans  are 
cut  from  a  standard-sized  tin  plate. 

Mr,  Jepferis.  Well,  according  to  the  evidence  this  committee  has, 
Mr.  Van  Home,  from  these  independent  manufacturers  there  is  really 
no  waste;  that  they  take  these  smaller  pieces  that  are  cut  off  and  use 
them  for  the  tops,  and  there  is  practically  no  waste. 

Mr.  Van  Horne.  That  may  oe  true  in  a  small  factory  where  they 
make  a  few  thousand  cans,  but  not  in  the  large  factories. 

Mr,  Jeffehis.  Then  you  think  these  large  manufacturers  of  cans 
are  more  wasteful  of  material;  is  that  it? 

Mr.  Van  Horne.  I  am  not  in  position  to  state  that. 

Mr.  Jefferis.  But  they  claimed  that,  did  they! 

Mr.  Van  Horne.  They  did;  yes,  sir. 

Mr.  Jefferis.  And  they  claimed  that  to  you  when  they  were  put- 
ting forth  this  claim  for  settlement? 

Mr.  Van  Hobne.  Not  only  the  large,  but  the  small  manufacturers, 
I  think,  were  allowed  by  all  the  zones  that  had  the  settlement  of 
hard-bread  can  contracts. 

Mr,  Jefferis.  Did  you  consider  the  fact  in  your  allnwinj;  the 
salvage  values  and  the  depreciation  thereof  that  these  companies 
were  mterested  to  try  to  drive  a  close  bargain  with  the  Government 
or  not! 

Mr.  Van  Horne.  In  some  cases  they  were  and  in  some  cases  they 
were  not.  The  American  Can  Co.  did  not,  in  my  estimation,  attempt 
to  drive  a  hard  bargain. 

Mr.  Jefferis.  You  think  such  a  deduction  from  $7.75  to  $5.50, 
was  it,  and  that  was  a  fair  reduction  on  tin  plate 

Mr.  Van  Horne  (interposing).  I  did;  yes,  sir. 

Mr.  Jefferis.  The  market  at  that  time  oeing  $7.85? 

Mr.  Van  Horne,  Yes;  considering  there  were  carrying  charges 
which  we  would  have  had  to  pay  had  we  taken  it  over;  also  freight 
to  whatever  points  it  was  to  be  used. 

Mr.  Jefferis.  You  say  you  had  negotiated  these  can  contracts  in 
their  inception? 

Mr.  Van  Horne.  Yes,  sir. 
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Mr.  Jeptebis.  How  did  you  arrive  at  the  cost  per  can,  Mr.  Van 
Home,  that  these  companies  were  to  have  for  manufacturing  these 
canst 

Mr.  Vas  Hobne,  The  original  contract  was  not  placed  by  me,  I 
followed  precedents  establisned  by  previous  contracts.  Later  there 
WIS  a  committee  or  commission  to  investigate  in  Washington  prices 
pitd  for  the  hard-bread  cans,  and  the  future  contracts  were  placed 
OD  that  basis. 

Mr.  Jeffeius.  You  say  you  were  following  precedents  to  allow 
the  American  Can  Co.  to  charge  the  amount  it  did  for  these  cans  in 
ibe  first  instance ! 

Mr.  Van  Hokke.  Yes,  sir. 

Mr.  Jeffzris.  And  you  in  doing  that,  I  take  it,  did  not  go  into  the 
qoestios  of  whether  their  price  was  a  reasonable  and  fair  one  or  not  ? 

Mr.  Van  Hobnb.  No;  but  I  believe  there  was  a  clause  in  that  con- 
tnrt  whereby  if  after  investigation  by  the  War  Trade  Board  the 
price  could  be  reduced  if  it  was  found  excessive.  I  am  not  positive 
iboot  that,  though.  I  did  not  draw  the  contracts.  If  there  was 
DOL  there  ^oiild  nave  been  one. 

Mr.  Jdtekis.  Did  you  at  Rny  time  make  any  investigation  as  to 
vhtt  was  a  fair  price  for  the  manufacture  of  tm  cans  such  as  this! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Jbfteris.  How  did  you  go  about  it* 

Mr.  Van  Horne.  The  only  independent  concern  in  the  country 
WIS  tiw  Green  &  Green  Bros.  Co.,  at  Dayton,  Ohio.  They  had  to  put 
ij  their  own  machinery  to  make  them.  I  had  several  conversations 
with  Messrs.  Green  Bros,  to  find  out  what  their  costs  were.  Mr. 
Jceeph  Green  was  appointed  as  one  of  the  members  of  this  coin- 
mittce. 

Mr.  JePTEWs.  What  committee? 

Mr.  Van  Horne.  Appointed  by  the  tjuiirtermaster  General  to  in- 
tt^tinte  the  prices  benig  paid  for  tin  cans.  Mr.  Frank  Landon. 
:  rsident  of  the  General  Can  Co.  of  Chicago,  was  also  on  the  com- 
iirttK. 

Mr.  .lerrcRis.  When  was  that? 

Mr.  Vak  Hornb.  In  the  summer  of  1918.   - 

Mr.  jBTFEBia.  How  long  were  you  following  precedence  in  letting 
tliee  contracts  to  the  American  Can  Co.,  Mr.  Van  Home* 

Mr.  Van  Hobne.  Several  months;  I  do  not  know  how  long. 

Mr.  JwTERis.  And  you  really  assumed  on  doing  that  that  the  firsi 
cmtnct  the  American  Can  Co.  had  entered  into  with  the  (jovem- 
meol  was  a  fair  price  per  can,  did  you  i 

Mr.  Van  Horne.  1  assumed  that  it  was,  although  I  had  no  wiiy 
of  knowing. 

Mr.  Jetferib.  What  officer  had  selected  you  to  negotiate  for  cans 
ud  contracts  I 

Mr.  Van  Horne.  Col.  John  Tyssowski. 

Mr.  Jefteris.  Did  he  know  anything  about  manufacturing  ciins, 
either! 

Mr.  Van  Hobne.  To  the  best  of  my  knowledge,  he  did  not. 

Mr.  Jepferis.  WTiat  had  been  his  bu5ines.s,  do  you  know,  t>efoi-e? 

Mr.  Van  Hornb.  Running  the  Childs  Restaurants. 
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&Jr- JpFERis^.Hehadhoei^  in  the  xesttmtsnt  l)U3i?ies6,%^d,roii:liad 
been.m'th'e.pafi^pbysiness?,        ,        .,  .     ,,  .-  .     ,   !■ 

Mr.  Van  Horne,  Yes,  sir;    ho  was  not  running  a  restaurant;,  ina 
vas  connected  with  the  comixany,  but  not  ^unnirig  the  wstajiranfi/ 
■  Mr.  jEFfpRia.  Vf^taX  did  he  do;  do  you  Imow? 

Mr.  Van  Hor^.  j  dQ  nQt.  Jmow  exactly'  what  hisihuBinessi  vas, 
but  he  wiis, in  the  exwMtiye  offices-  .  ■   . 

Mr.  Jefferis.  Was  there  anybody  in  the  department  tbat,re»Uy 
knew  a^nythinx about  the  manufacture, of  tin  caasf    .■■■.■'.      '/ 

Mr,  YAfj  poitNEliNb,  sir;  I  wap  in  the  .Subsietanoe  Departn^ient. 

Mr.  Jeffebib.  Now,  none  of  these  contracts,  as  I  understand  them, 
Mr.  Van  Home,  had  any  provisions  in  them  regarding  tiie  irttret*ed 
facilities  and  piachinery  to  pe  furnished  to  the  Apierican  -Cab  Gtf. — 
at  least  I  can  not  fipdany-r-was,  tliat  true?  , 

Mr.  Van  Hohotu  I  do  not  know.  I  have  never  ijead  the  cdhtriits. 
They  were  drawn  by  wiother  service,  entirely  on  informationsupplied 
by  me.      . .  .  .'  i     ..    ..■   ,• 

Mr,  Jbs'febis.. Well,  when  yow  came  to  pettle  w^th  the  Ameciean 
Can  Co.,  how  was  it,  if  there  was  no  provision  in  th«ooQtract,£oi: 
the  amor(;izing  of  the  sp^i^  facilities  and.  machinery  that.  aUtfw- 
ahces  were  inad^  to^ the  Amarican  Ctkn.Got-for  diat  iin&cbinN7'Bikd 
equipment?  .     /         ■  :i  ■/        .  i' 

Mr.  Van  Horne.  Thoseicoittracte  waeq  ^UsettJlod  oa  ansttuctions 
4&]aid  dowB  jn  supplj  circuJar  No.  111« 'which  tLUowedlthat.  '■  >'/ 
.  Mr,;  jEPFBBifli  ■Well,  nowj  didn't  that  supply  cinculftr.  direct  yott 
or  direct  anyD^.DMiking  a  isettlement  that  when  the>c(miMct3  them- 
selves dia  not  provide  ifoT'  specif  facilities  land. machiiMtfy  tUtat 
ajjowancas  wore  to  be  made  to  the.manu£a«turei:?  ■■  /.        >  <  i  ' 

Mr.  Van  Horne.  It  did,  sir. 

Mr.  Jefferis.  What  kind  of  a  ^wiflg  .would  ttUey  hkve  .to  alAke 
to  rat  euch  ^  allowaoce*    ■     .  .  ;■    .      ,        -M  .'■■  ,  i.' 

Mr.  ^fAl?  ]EtoBN£(.  WeU,  they  had  tOiprove  that  thay  .had  oeouc^ 
those  ^fwcial  facilities  foi;  this  particBlar  «oEqiticact.  >  .  ■    .    ; 

Mr.  jEFFEHia.  In  other  words,  if  a  contractor  entered  into  a  ««»- 
tract  with  the  War  Department  to  fupiish  so  jnaxiy.  breed  caa^  at 
such  and  such  a  price,  then- when  the.tiraaof  8ettJeinentCB.D9e,,'if  .flhey 
tad  jiqt  fuxnjahed  then)  all. and  they  claimed  they  had  iuxnlBhoi'or 
had  purchased  spnu , specijal  faoilitie^  ajid maishinery.to  doithe  work 
that  the  Governroent  should  pay  for  it  ?  .  !     .    '      : .' 

Mr,  Van  Horne.  Providing  the iontract  had  beeti  comptettdJ ' ' 

Mr.  JE^FBRiSf  No;  if  it  had  not  heenicouipletted'       /     .■•■.■ 

Mr.  Van  Horne.  In  proportion  ,the  wnoynt  thn  oontrpot  had  been 
completed ;  y^,  less  the  salvage  value. .  !        .  <  '.;   .  ■         i.' 

.Mr,  Jeffxris.  Wasn't  that  going  outside  of  the  tenns  o|  .the 
contract  entirely?,,  i     '       '  ■"•■:'. 

Mr,  Van  Horne.  The  terms  of  the  contracts  niade  bo  pro^'isieii 
for  terminating  the  rontracts  lAjnppt  cas*?-  <  ^  •  .■.^■-  ■'.{   /    .    .-A' 

Mr. , Jeffshi6>i  Wellv  suppose  it  d,i|dat:.'tilie  tarmp  of  the  ,eontr*<-t 
did  not  make  any  provision  in  those  cases  I  am  speaking  of  for'aJlpvr- 
ing  the  iVnieriean  C^n  Co.  .special  facilities,    ,  i     ,  .,    ■;  .    ■/  _.'_/_ 

Mr.  Van  HoR^E.  There  was  no  provisiopj in  tlioge  csees.  Oontnact 
.^fifiO  has  n  clause  whercuy  iif  oouid  ,be  terfninnted  on^  90|  ^ays'/  notice, 
ns  they  were  manufacturing  500,000  cans  a  day.  You  can  see  how 
1  iiny  thoy  would  have  furnished 
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Mr.  JhfteMs-  (interjposing) ;  I  knew,  but'  thnl  ii'  tt6t  ansWeVing'  the 
question.  If  the  contract  contained  ti<y'l>roTisioh'toha\^'speci(i:l 
boUttias  and  ifaachinery,  w'hy'  wn£  it  that  these  coMpatiies  '^ere 'al- 
lowed to  charge  up  all  those  specta]  fdcilitteB'Snd  nyacriiitery^ 

Mr.  Van  Horna-  Because  tnAt  waB  thft  instmetioriB  I  had  td'follow. 

Xt^  JeppesU.  Wrthotit  regard  to  what  the  terms  of  'tflie  contracts 
nre! 

Mr.  Van  Hobne.  Yes,  sir. 

Mr.  Jcrv^Bie.  Wdl,  mxw  let  ns  take 'these  mnt^aet^  herei'  As  I 
understand  it,  take  contract  3660  of  the  Americftn  Om  Go.;  o«n  you 
tell  us  from  their  contract  how  much  their  i*kiim  waS'  fcff  spwial 
tunltties  and  machinery  on  tbat  contract  and  its  stibiSidiflry  On^s; 
that  is,  the  ottestliat  w«re  l»mp*d  in  with  if*'     '   ' 

Mr.  Van  Horne.  Yes,  sir ;  I  can  give  yoii  all  the  details'  of  that'  in 
jiHt  a  raoiDeid.  ,  .  '      -     ; 

Mr.  Jeffekib.  The  total  of  it  and  what  they  dftimed  thfe  salVage 
tahiBwaa  on  tliat  machinery  and  equipment  t  *     ' 

Mr.  Van  HcHtsK  I  have. it  all  in  condensed  form 'here- eoftiewhfere. 

Mr.  Jbpfbris.  I  ba^■e  it'hei-e,  special  facilitiesj  Ilsley  factory — ^ 

Mn  Van  .HcwNi  (intco'poeing).  Yes;  there  are  two  factories  in 
this  one  contract.     I  haven't  got  the  totals  right  here, 'though. 

Mr.  Jbitbhi8<  I  wish  ywi  would  getit  out.  F'ha:ve  made  siAne 
Ciloulationsfasre  and'I  wantto  see  i^'I  ntn  correct;    -  '  ' 

Mr.  Van.Horne.  SfMioial  facilitiea,  Ilslev  fflK'tories, '  $84j7l7.28i 
Salvage  value  a!l!ow«d,  $12,069.93.     '       .  i   : "    /     :.■:•',      ■■■...' 

Mr.  JeppERis.  Ndw.'aii  I  understand '^at  tfttnititt'tionv  theH'.  t\\e 
ttD'foknpMiy  cUmicd  tO'hflve  pnrohased  ^spe(■ifi^  fAcifitfies  ahd  Wia- 
(hinery  for  the'Iisiey  factory?  ': 

Mr.VAK.HoHNE.  Yes,  ^r...  ,■,.-■ -H    ,/■.   ' 

Mr.  Jeffekis.  To  the  amount,  $34,71  T.28?  ■'    ' 

■Mr.  Van- Ho««B..  lYesi  sir.-  :.■■■:'.       i       i.  .  " 

Mr.  Jbfferis.  Yes;  and  then  they  were  permitted  to  l^ain'  it  at 
1  nWace  value  of  $12,0d9:93if     ' 

Mr,  Vaji  Horns.  Y«B,-sir;        •     >  .      ' 

Mr.  Jeffebis.  Now.  how  about  the  Long  Island  faeWryt    • 

Mr.VaNHoiN*;  The  or^al  coet$121,824;60.  ' 

Mk  jEFTiaiB:  And  (hfeit '  rttftined  At  at  a  salvagfe  ■  Hf Blwe:  of  how 
nmch?  '  'I  ■ .  -   1 

Mr.  VAw'Hotmu.' $28,412.14.  ■    !■■■■■.        i  "i--     !  .-^' 

■ilri  .I«F«ml«.  iltioW)  h6w  about  foTVtract  1.10W?  What  was 'the 
daimed  cost  of  machinery  and  specia)]  facilities  there  ^  ^ 

Vkt.  Vaic  HosfTB.  Tho  cost  of  special' facilities  in  Chicago  factory, 
^3\i3»-,  sfciva^  T»Itt^  '$08.58.  That'  does  not  reT»Tesent  ail'  the 
wcia)  facftitiM  ih  that  factory;  that  is  almost  hs  large'  as  tihe  Wng 
MaBd-factbry."-"  ■■■■■■   '   - 

Mr.  Jefferib.  I  have  figured  at  $2,856.66  as  the  cost,  or'  did  'Voo 
nit  that  down  somewhere  f   Mayb&  T  MTft  witohit^.         a  •  \   -■  ■  I  .\U 

Mh'VX'N'Homr.'-l  aitt  nofc  surcvth^  tecords  hfei-fe  ate'mM'exatAly 

<*4r/-     ■  ■-'__■>!   I  '■'■ I-  ■  ■   I   !■■  '■_"]   !■'■     ■ 

Mr.  Jeffhus.  Your  figures  are  what?    ■  ■"         '     t  ■ 

Mr.  Van  HoRNB.  $1,915.58.  ■  .'  '  '    '  ■''     •'■■'■■^   ■     ■'    ' " 

Mr.  jBFFtiRtk  Thtite'Ar«itwo  items  there  in  the  tllinoii'fadtoryi 
Mr.  Van  Horne.  The  Chicago'fartoi^-;-!^-    ■    '  ■■    ■■         ■  i  ■       ■ 
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Mr.  Jeffebis  (interposing).  In  the  Illinois  factory,  $1,866.62,  and 
then  the  Chicago  factory,  $949.24, 

Mr.  Van  Horn.  That  is  the  way  it  shows  here;  I  have  not  the 
orijjinal  records;  I  am  not  sure  that  is  correct, 

Mr,  Jefferis.  Well,  could  you  give  the  two  factories? 

Mr.  Van  Horn.  As  I  have  it,  the  Illinois  factory,  $1,966,42;  Chi- 
cago factory,  $949.24.  I  have  not  the  original  figures  here,  and  I 
do  not  linow  which  is  correct, 

Mr.  jEFFEHie.  Well,  the  salvage  value  that  is  allowed  for  all  of 
that  amounted  to  $98.50? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Jeffehia.  Now,  could  you  tell  us  what  was  the  claim  for 
.special  facilities  and  machinery  under  contract  8487-Gt 

Mr.  Van  Horne.  $4,484.29. 

Mr.  Jefferis.  And  they  retained  that  at  a  salvage  value  of  what! 

Mr,  Van  Horne.  $97. 

Mr.  Jefferis,  Now,  can  you  tell  us  the  claim  of  tliat  company  for 
increased  facilities  and  miicliinery  for  contra(t  319-2-2? 

Mr.  Van  Horne,  I  believe  that  is  the  New  Orleans  claim.  No; 
there  is  not  a  copy  of  the  original  claim  here.  I  can  not  give  you 
that  information, 

Mr.  Jefferis.  Well,  as  you  recollect,  was  there  any  changes  made 
in  their  claim  as  to  amounts  which  they  claimed  to  have  expended 
for  increased  facilities  and  machinery,  or  not! 

Mr,  Van  Hohn-e,  Yes ;  I  know  there  was  a  small  reduction  in  the 
original  claim  as  to  the  salvage  allowance  allowed, 

Mr.  Jefferis,  Did  they  in  their  claims  set  forth  what  they  claimeil 
was  the  salvage  A'alue  of  this  equipment  and  machinery? 

Mr.  Van  Horne,  Yes,  sir;  their  original  claim  was  not  allowed, 
however. 

Mr.  Jf,ffi':ris.  Well,  did  they  claim  that  the  salvage  value  was  less 
than  what  you  did  allow? 

Mr.  Van  Horne.  Considerably.  Fbelieve,  to  the  best  of  my  recol- 
lection, the  New  York  claim,  from  their  original  claim,  was  reduced 
$7.5,000,  approximately. 

Mr.  Jefferis.  And  they  wanted  to  retain  all  of  this  machinery 
.iiid  equipment,  which  according  to  my  tabulation  amounted  to  $165,- 
hnb.aCt  for  what  sum,  originally? 

Mr.  Van  Horne.  I  don't  know ;  I  have  not  the  records  here. 

Mr.  Jefferis.  But  they  were  permitted  to  retain  it  at  a  salvage 
value  of  $35,600  and  something? 

Mr.  Van  Horne.  Well,  of  course,  the  loss  sustained  by  the  Govern- 
ment was  prorated  between  the  proportion  of  the  contract  completed, 

Mr.  Jefferis.  1  know,  but  the  salvage  value  of  alt  of  this  ma- 
chinery and  equipment  figured  up  in  the  four  claims  to  $35,600, 
didn't  it? 

Mr,  Van  Horne.  Approximately. 

Mr.  Jefferis.  Of  course,  the  lower  the  salvage  value  that  they 
could  have  on  these  special  facilities  and  equipment  purchased  the 
more  their  claim  would  be? 

Mr.  Van  Horne,  Naturallv. 

Mr.  Jefferis.  Now,  wasn't  this  machinery  that  they  had  pur- 
chased new  machinery,  Mr.  Van  Home? 


itv  Google 


ORDNAUGB.  1301 

Mr.  Van  Horne.  They  only  made  claim  for  new  machinery  or 
ihey  were  only  allowed  to  make  claims  for  new  machinerr  or  rebuild- 
ise  old  machinery;  and  the  machinery  that  they  could  use  in  any 
other  factory,  or  in  any  other  capacity  before  they  made  no  claim  for. 

Mr.  Jefferis.  This  is  what  their  representations  were  to  you,  or 
ftalements  to  you ! 

Hr.  V'ak  Hokne.  1  believe  it  to  be  a  fact. 

Mr.  Jeffebis.  I  am  not  asking  you  whether  it  was  a  fact;  I  am 
asking  you  if  that  was  their  statement? 

Mr.  Van  Horne.  Yes;  1  could  not  go  around  to  their  several  fac- 
tories to  ascertain. 

Hr.  Jefferis.  I  suppose  you,  being  a  paper  man,  would  not  know 
vbtlher  they  were  teilinf;  the  truth  anymoi-e  than  anybody  else  would 
know! 

Ur.  Van  Horne.  No,  sir. 

Mr.  Jefferis.  But  they  represented  to  you  that  they  had  put  in 
cliiffls  only  for  new  machinery  or  rebuilt  machinery? 

Mr.  Van  Horne.  The  cost  of  machinery. 

Mr.  Jefferis.  Now,  all  of  this  machinery,  whether  rebuilt  or  pur- 
thwd  new,  had  been  used  but  a  short  time! 

Mr.  Van  Hobne.  No,  sir;  some  had  seen  some  heavy  use  for  a  long 
tint;  the  Long  Island  factory  ran  22  hours  a  day  for  some  time. 

Mr.  Jefferis.  How  Ion?? 

Mr.  Van  Horne.  I  don^  know  how  long. 

Mr.  Jefferis.  Did  you  go  into  the  question  of  the  life  of  these 
Duchines  for  makingjbread  cans? 

Mr.  Van  Hoenb,  That  question  did  not  enter  into  it  very  much; 
it  was  the  availability  of  these  machines  for  making  other  cans. 

Mr.  Jefferis,  Did  you  try  to  sell  them  to  anybody! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Jefferis.  Did  you  try  to  sett  them  to  any  independent  can 
ntmnnies! 

Sfr,  Van  Horne.  Yes,  sir. 

Mr.  Jefferis.  Who? 

Mr.  Van  Horne.  What  do  you  mean ;  the  men  that  did  not  have 
'lint-bread  can  contracts? 

Mr,  Jefferis.  YeSjSir. 

Mr.  Van  Horne.  They  were  offered  to  McGovem,  in  New  York 
City,  and  Tiffany,  Hall  &  Ck). 

Sir.  Jefferis.  Where  is  that? 

Mr.  Van  Horne.  New  York  Citv.     Swartz  &  Williams,  New  York 
City:  J.  Cretl  &  Co.,  New  York  City;  A.  Lamberg  &  Co.,  New  York 
Ci^;  Modem  Machinery  Co..  New  York;  American  Machinery  Co., 
Xew  York;  Shatita  Bros..  New   York;   A.   Bothschild,  Brooklyn. 
This  testimony  is  taken  from   the-  statement  of  Lieut.  Daneman, 
attached  to  the  papers.     The  investigation  was  conducted  by  him 
under  my  supervision. 
Mr.  Jefferis.  You  did  not  do  that  yourself,  personally! 
Mr.  Van  Horn.  Not  alt  of  it. 
Mr,  Jefferis,  Did  you  do  any  of  it! 
Mr.  Van  Horne,  Shalita  Bros.,  and  A.  Rothschild,  I  believe,  were 

the  only  ones  1  talked  to  personally. 
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■,.Mf.  ;Jbp«wi8.'  Asa;niattep  of-fitt,  you  .and  LiOTrt;'Daneiba!ll(iid 
i)ot  utwlertake  to  &)d  a  inaxket  for  aar  of  these  s[^ial'fadlitie6'0t- 
ciachiner;  dutaide<of  Nbm*  .Yorti    '^    '    ■      i-         '  i       ■  >  i^i  ■  '  ■ 
: Jlrlf.  Van  Hor»s. /No,  «ir.  '  But  Iuai^t<atateit)ie'(i«neFal  Ckn  Oo.. 
«f  Chifago-T— 1—  -    ■'     -.;■    ■■■■•'■  ■ 

Mr.  Jefferib  (interposing).  Well,  now,  you  !arg«4y,  Iitake  it,  Mt.. 
Van  Home,  isn't  it  true,  depended'  on  wbtt  the  Antmcan'  Can  Co. 
represented  to  you  aboot  tb^  saWage  value' o£  thls.marfiinery  and 
equipment?  ■  ,.-      r    ■■  i    ii  ■''■■,.     i 

■  Mr.  Van  Hoonh.  No,<sir;  aotunlesB  I  Icould  vemlylJt  ifdm^Ume 
other  source.  .'  "        '■•' 

.  Mj.  JsHrBRis.  Well,  sb  to  whetiier  or  nob  tiwey.hadany'uael'^or 
U  thctfi,  you  took  theic  represenbation,  didn't  yokif     >        ■  >  ciii  h.  ' 

Mr.  VAN  HoRNE.  That  was  absolutely  neceasary,  to  take  theSr'PBp*- 
resentations  on  that,  I  do  not  know  how  anyone  iwblild'  s'veH  'de- 
iMriQJne^  wfaetihelr  or  how-  they  oould  usB;it.  -As'ainiatter  of  fftlot,  HKeir 
factories  were  tiien  TUhning about  SO  per^cent.  '  [■  :         -     !!■  ■  i 

Mr.  Jefferis,  When  was  this  you  settled  with  tkem9  i    '  /  ■'     1 1' 
:  Mr,,V.*N  HoBNE.  Ffihruary,  1^19.     ;i     i   ■.■■■'    •■       i.i.-il/ 

Mr.  Jefferis.  How  do  you  know  they  waee  noti  runhing'orai.M 
{>4r.!cBntt.in,{tny  of^hsirlacteriesS  .'-.:•■. i  ,     /    :!' 

Mr<  Vain  :H<»tNE|.  S.  nould  notsay  any  of..th4ni;l  sajt<tfte  aVeru^ 

Mr.  Jefferis,  How  did  you  learn  that!  .     ■        !■  ■ ''•  ■<'■■' 

Mr.  Van  Horne.  Throng  their  statemeiits.'  i     -     ■   i  i  •-'.'.■! ' 

Mr-'  Jee)W<]B.  That'.was  qne.of  <thcir  lepnsehtations  tc  y<iu't< ' 

Mr.  Van  Horne.  Yes,  sir.  ■,,;.,,.  ■    ;    I 

; ,  Mph  JaFFEVf &  WeU,  how  lon^  ni»w^  Mir.  Van  Homey  do*  yOu  -think 
any  ofthie  tveitv  .machinery  had  aotually'  been  instnlied  ahd  iiced 
in  the  Long  Island  faflto^y^.       '  '  ■''■    ■  ■•  •  ■     '-.■"' 

Mr.  Van  Hohne,  In  the  Long  Island  facLory!    •    ■    i      -     '.if/ 
.,  Mr..JBr»KBis.' Ye&  ...  .;■■'.'  i    -i  i      .  ■'.  ,  ^i-' 

Mr.  Van  Hobne.  I  don't  remember  over  three  or  f (OiY' ninnthe. 

Mr.  Jefferis,  Do  you  know  how  long  it  had  been  .ilnstalled 'and 
used  in  the  Ilsley  factory!  '    .  ■  . 

.    Mr.. Van  Horne.  From  the  date  of  the  contmct      ''.'    ■  ■■' 

Mr.  Jeffehis.  Do  you  know  about  what  tiiat  was! 

Mr.  Van  Horne.  If  I  had  a  copy  of  tlie  contcraft  I  ooiild  tell. 
June  92,  1918,  untilt  I  beliete.  about  two  wefeksi  eit^r  the  siting 
of  the  armistice.  '  .     ■    . 

Mr.  Jefferis.  Do  you  think  they  got  installed  *ight  away. when 
they  got  the  contract!  '  ..'• 

Mr,  Van  Hobnb.  That  faotory  wns  already  manufacturing  hard> 
bread  cans  on  its  previons  contmct,  '     •    •  .'■'.' 

Mr.  Jbffejiis,  Well,  had  thev  gottrti  thenl  as  a  matter  of  fad. 
these  s[>ecial  facilities  and  machinery  for  completing  othec  contracts 
previous  to  this  one  in  February !    ■  ! 

Mr.  Van  Horne.  They  had  a  previous  contract^  majdng  another 
type  of  can,  and  they  were  requested  to  chaufle  :'over  to.  thisiMew 
tvpe  of  can,  and  as  near  as  I  can  reooHect  that  was  alftprojrfmri«ely 
the  date  of  this  contract  that  they  started  to  operate  this  mathirtitr}-. 
Of. course,  they  were. not  allowed  in  this  setHementfor  ahy.,ifiB- 
chinery  installed  for  previous  contracts.  .     i 

Mr,  Jefferis.  Well,  were  they  allowed  for  the  machinery  on  the 
other  bread  cans  in  the  previons  contracts! 
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;.  No,  sir;  they  we«'ali*wed  tfothii^^'bntliose. 
rty  we*^. allowed, (lOti^ing  oh'tM^fet  ■" ^  ■  '  ■'■ 


Mr.  Vas  Horne, 

Mr.-JHFfKiU8.Tb«yT  __.__.         ,__  ,,_._^  ...    .    __ 

5Ir.  Vas  Horke.  No,  ^;-that  i&  the  rtaioh  tifti  contract  is  so 
iDtch  lower  "than  their  others:  because  they 'fad  a'pHvloite  large 
Mmtnct.  ■■■...-.■■■      '■,"■'',  I '       /  ' 

Ml".  jMFFtus.  One  of  those'  contracts,'  as  l'remelnfitileri''Was'only 
fntered  into  .November  4»  I  believe;  that  was  for  70,000,000' cans'. 
Didthey  get  machinery  fcir  that*         '     '       -      ^       ■       '' 

Mr.  Van  Hornb.  That  must  hive' "belen't  CKicaigb  *<*iiti 


60,000,000,  the  one  under  consideratiOhio'NbW  Ywk,  '■^^^ki  Sept^jftwr 
i.  TkePB  wea*  10,000,000  cans  in  New  York  4hibh^were  negotiated 
not  a  great  while  before  the  signing  of  the  armistice.     They  wetb 
f«ried  August  27.  ■The' 15,000,000  in  Chicago  wfere  c6riip*dratftely 
ntent  date,  though.    '    -■■   ■     :■.■,'[■■::■''-■■::  ■■!  '','''■'  /'   ,'  " 
iir.JttnmiB.  DidthOT  pot  in'foi'nJew'mHrfiinei'^  fot-thftt;  tiHl? 
Mr.  Vak  HoRst  "Comparatively  h.  small  imourif.   "' ■ '  ■  ' '  '■      *' 
Mr,  JzFFEBis.  I  do  not  suppose  you  had  ever  ^^^  Vf^  ^Xperieiice 
inbtTing  ©i- instailing  ca«  mii^hiilety!- ■    ■■  ■  '    '■''■■>'  ■' -  '    'I' 
Mr:VANHoirNB.'No,9it-,  ■  ■.  -m.;!  . //   .1  -  ■/ 1  ■■ -n  -.i^'-  i.;-:  i  J 
ib-.JMFBHiS.OF'Jn^seUing'it'l' ■■■■■■■■'■■■■"' "■   '   ■■'■"■>•-''■'-•>•'■'' 
Mr.  Van  HoBNE.  No,  sir.  '  ..'* 

lb.  SarasiB.  Well,  &g'a  ibaatte*  hi  fnct^'at  thetiAie^priohi'trJ-that 
tiiDt  these  can  fact<mes  that'hitd'beeW  e(iuiji^)ed-'wilfi  tfetl  li^-to- 
ditenadutieory  and  ^1  bp-to-date  faAtori^f-weretheynot^"  ',:  ' 
Mr.  Vam  Bovnb.  The  Lohgf  Island  fftctttry  frtie  -Wasea' fo*'  tSiis  wn- 
Bxt  after  the  60,000,000  i  cotatrrfct  wte  given  ■  thbW  liftd  equ^iied 
emciaily  for  this  oontractd  '      ■'  '' 

Mr.JiTFMtis.  And  so  they  were  weH'e<[nippedt  ■    -  ■  ''  '■•■"■  "'■' 
Mr.  Van  Hobne.  To  manufacture  hard-bread  cans!  '\-' ' 

Mr.  JtFnnis.  'Ves,  sir.    -  .  -    .i  [  ,  y.    ,  ■  ii,    j'-' 

Mr.  Van  Horns.  Not  at  the  time  the  contracts  woPe;^lac«d  witlk 
liem,  . .  ■■    ■  '  . '    ..(!.-■/    '  :-^ 

Mr.  irrfOM.  At  the  timethey  g6t  through  and  <^arged' k  Di>  to 
til*  Ooremmentf  ■     ■  ,       ■      .    .        i 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Jefteris.  These  machines  n^oold  make  any  siaed  btead  k&nU% 
Mr.  Van  Horne.  No,  sir,  '        !    ■  .  ' 

Mr,  Jefpebis.  'WTio  told  you  they  wouldn't?''       -  ■   1 1   ■ 
Mr.  Vam  Hobne.'  Various  manufacturais. 

Mr.  Jevfbsui  'Who.  for  instanoef  ' 

Mr.  Van  Horne.  Shoits  Bros.,  the  General  Can  Co.,  Chicago;'  the 
American  Metal  Ware  ,0o„  Buffalo ;  and  the  others  I  -spoke  of.  Shall 
I  md  it  again } 

Mr.  Jeffebis.  Yes ;  you  can  look  at  anything.  I&n't  it  a  fact  that 
th^  will  make  any  can  up.to  8  or  8  iaclws?      .      '     *  '      ■    . 

Mr.  Van  Horne.  They  can  be  adjusted  to  make  any  snail  cans.  ■  i 
Mr.  Jewibis,  Up  to ^: or  8  inches,  similar  to  these)  . 
Mr.  Van  Hobne.  But  that  is  a-very  unusual  can,  though. 
Mr.  Jeffebis.  I  know;  but  you  .can  adjust  it  anywh^e- albng  the 
li»upto  6  u«3hes? 
Mr. Van  Hqbnb,  Notsir.-  ■      '  i 

Mr.  JsmraiB.  IVbatt  ,   .     ,  ,.    .       -  .       .     ■/        .  ■    '     ■ 

Mr.VAMa«BK<.No,  sir.  -  ..■  :  .    .  ..  ,  i    --.i  .■ 


itv  Google 


1304  WAB  EXFENDITUBES. 

Mr.  Jefteris.  Who  said  that! 

Mr.  Van  Horne.  I  believe  it  to  be  a  fact;  I  consulted  varioas  man- 
ufacturers, particularly  E,  W.  Bliss,  in  Brooklyn. 

Mr.  Jefferis.  Do  you  say  the  Bliss  machine  can  not  be  adjusted 
to  manufacture  a  different  sized  square  can! 

Mr.  Van  Horne.  I  did  not  say  it  could  not  be  adjusted,  but  to  a 
certain  size. 

Mr.  Jefferis.  Well,  up  to  8  inches  it  can  be! 

Mr.  Van  Horne.  No,  sir;  I  don't  think  it  can.  , 

Mr.  Jefferis.  Well,  up  to  what! 

Mr.  Van  Horne.  I  am  not  positive;  but  I  think  around  4  or  5 
inches. 

Mr.  Jefferis.  Did  the  American  Can  Co.  make  any  repreisenta- 
tions  to  you  as  to  the  cost  of  the  Bliss  machine! 

Mr.  Van  Horne.  Why,  yes;  I  saw  the  original  invoice  of  that,  sir. 

Mr.  Jefferis.  Do  you  know  what  the  cost  of  those  original  ma- 
chines were! 

Mr,  Van  Horne.  I  can  ascertain  from  the  records.  Incidentally, 
I  might  state  that  these  E.  W.  Bliss  machines — one  was  delivered  to 
the  American  Can  Co.  and  one  to  the  Green  &  Green  Co.  at  Dayton, 
Ohio. 

Mr.  Jefferis.  One  in  process  of  manufacture  and  one  delivered  ? 

Mr.  Van  Horne.  By  E.  W.  Bliss  Co.  They  would  have  to  turn 
that  over  to  the  Green  &  Green  Co.  and  to  the  American  Can  Co. 

Mr.  Jefferis.  Did  the  Green  &  Green  Co.  have  a  contract! 

Mr.  Van  Horne.  Yes,  sir.  One  No.  13  Bliss  body  maker,  complete, 
with  blank  feed,  side  beam,  soldering  attachment,  and  fitted  with 
horn  and  wings  and  solder  horse,  purchasel  from  E.  W.  Bliss  Co., 
$4,452. 

Mr.  Jefferis.  Do  you  know  anything  now  about  the  life  of  a 
machine  like  that! 

Mr,  Van  Horne.  No,  sir. 

Mr.  Jefferis.  The  American  Can  Co.  didn't  make  any  representa- 
tions, did  tliey,  that  they  were  going  to  quit  manufacturing  cans 
after  they  settled  with  you! 

Mr.  Van  Horne.  Do  you  mean  all  types  of  cans! 

Mr.  Jefferis.  Yes,  sir. 

Mr.  Van  Horne.  No,  sir. 

Mr.  Jefferis.  Did  you  take  up  with  the  Bliss  Co.  anything  to  see 
whether  or  not  they  charged  such  sums  as  that  for  a  machine  at  that 
time! 

Mr.  Van  Horne.  At  the  time  they  sold  the  machine  I  knew  the 
price;  yes,  sir. 

Mr.  Jefferis.  Who  told  you! 

Mr.  Van  Horne.  E.  W.  Bliss  Co.  I  was  in  their  factory  numerous 
times  and  urging  them  to  get  them  out  hurriedly. 

Mr.  Jefferis.  Then,  if  somebody  else  was  buying  them  for  less 
than  that  they  had  been  making  different  prices! 

Mr.  Van  Horne.  They  must  have  been ;  yes,  sir, 

Mr.  jEFi-ERis,  According  to  the  evidence  we  have  here  from  inde- 
pendent can  companies  such  a  machine  would  make  anything  up 
to  6  or  8  inches.  Now,  was  there  anybody  on  any  of  these  boards 
or  connected  with  the  settlement  of  these  claims  who  was  above  you. 
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Mr.  Van  Home,  who  had  any  knowledge  relative  to  the  manufacture- 
of  tin  cans  and  machinery,  or  not! 

Mr,  Van  Hosne.  This  adjustment  was  approved  by  the  New  Yort 
Zone  Board  of  Appraisers,  appointed  by  the  zone  supply  officer  iit 
Xew  York. 

Mr.  Jeff£b18.  Did  they  have  any  man  on  that  board  that  was 
(ctnally — that  knew  anything  from  actual  experience  about  making 
cans,  or  not  t 

Mr.  Vak  Hobne.  I  don't  know. 

Mr.  Jeffzris.  You  don't  know;  did  they  change  your  figures  in 
UT  waT ! 

"Ht.  Van  HotutE.  No,  sir. 

Mr.  JcFFERia.  Were  the  figures  as  approved  by  you  in  these  four 
tlainis  of  the  American  Can  Co.  changed  in  any  manner  after  they 
left  your  hands  t 

Mr,  Van  Hobne.  After  they  left  my  hands  they  were  approved  all 
the  way  through  by  the  New  York  Zone  Board  of  Appraisers,  and 
the  board  of  review  in  both  New  York  and  Washington,  without, 
dusges. 

Mr.  Jefferis.  Did  any  of  them  in  bmv  way,  either  the  appraisers  in 
V*w  York,  or  the  claims  board  in  Washington,  question  as  to  the 
uDonnt  that  you  had  allowed  for  depreciation  of  tin  plate  or  for 
these  facilities  and  machinery? 

Mr.  Van  Hc»nb.  I  r«Dember  before  the  New  York  Board  of  Ad- 
joitments,  I  appeared  before  that  board,  and  we  had  quite  a  discus- 
sion about  the  matter.  I  read  various  letters  showing  whei-e  I  had 
adeavored  to  secure  offers  on  this  tin  plate  and  machinery.  Air 
bd  a  copy  of  the  complete  file  of  the  papers  and  there  was  quite  a. 
disriKdon  but  never  any  real  question  as  to  whether  the  claim  was  a 
fur  one  or  not 

Mr,  Jetb-ebib.  Was  there  any  suggestion  made  by  any  of  them  to  go 
Mitside  of  New  York  and  hunt  a  market  for  any  of  this  stuff,  or  any- 
ihiiw  of  that  kind? 

Mr.  Van  Hobne.  To  the  best  of  my  recollection  there  was  not.  I 
pnsented  the  claim,  and  that  was  the  last  I  heard  of  it. 

Mr,  jEPTEBtft.  Did  you  discover  anything,  Mr,  Van  Home,  in 
TODT  efforts  in  New  York  to  find  a  market  for  this  tin  plate  or  these 
ffwial  facilities  and  equipment,  that  led  you  to  think  that  they  were 
Iwrinp  down  on  these  pncest 

Mr.  Van  Hobne.  I  don't  know  what  you  mean  by  "  bearing  down." 

Mr.  Jetfebis.  By  these  dealers  that  they  were  trying  to  keep  the 
alnge  value  down  ? 

Mr.  Van  Hobne.  No,  sir. 

Mr.  Jefferis.  For  instance,  we  found  in  the  silk  business  where 
ti*y  only  offer  the  Government  from  about  4  to  26  cents  per  yard ; 
tiwy  were  all  trying  to  get  it  for  nothing,  and  through  efforts  of  Mr. 
(VN'eill,  who  had  charge  of  that,  the  same  was  oonser^'ed  to  the 
(iovemment  and  they  are  going  to  get  72  cents  or  80  cents  a  yard 
now. 

Mr,  Van  Hobne.  I  don't  believe  there  was  any  collusion  amongst 
U«e  various  dealers  or  manufacturers  of  jobbers,  I  feel  positive  of 
that  in  my  mind. 

Mr.  jEFFEnis.  You  felt  positive  of  that  in  your  mind  at  the  time? 
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Mr,  Van  Hobne.  Yes,  sir. 

Mr.  Jeffekib.  Had  you  lived  in  New  York  before  you  entered  the 
service  or  not  J 

Mr.  Van  Hornb.  Approximately  8  years  or  more. 

Mr.  Jeffebis.  And  wnere  was  your  place  of  business  there  in  the 
city? 

Mr.  Van  Horne,  No.  85  John  Street, 

Mr.  Jeifferis.  And  you  were  representing  what  company? 

Mr.  Van  Horne.  John  S.  Sorrell  Co.,  jobbers. 

Mr.  Jefferis.  Manufacturers  of  paper  or  jobbers  ? 

Mr.  Van  H<HtNE.  Jobbers  of  paper. 

Mr.  Jefpbris.  Jobbers  of  paper  i 

Mr.  Van  Hornb.  Yes,  sir. 

Mr.  Jeffehis.  I  think  that  is  all. 

(And  thereupon,  at  1.10  o'clock  p.  m.,  the  committee  adjourned 
until  2  o'clock  p.  m.) 


(Pursuant  to  adjournment  for  recess,  the  committee  convened  at 
2.15  o'clock  p.  m.) 

TESTIHONT  OF  HORACE  C.  HTATT,  SECSETABT  ADD  BniECTOS, 
SOUESTIC  COKE  CO.,  CLEVELAin),  OHIO. 

(My  Hyatt  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Mr.  Hyatt,  what  connectiouj  if  any,  do  you  have 
with  the  Domestic  Coke  Co.,  in  Cleveland,  Ohio! 

Mr.  Htatt.  I  am  secretary  and  director  and  stockholder  of  the 
companr. 

Mr.  Graham.  Do  you  have  a  list  of  the  directors  and  stockholders 
of  the  company  with  you  f 

Mr.  Htatt.  "No:  but  I  can  tell  who  they  are. 

Mr.  Graham.  Who  are  the  officers  of  the  company  at  the  present 
time! 

Mr.  Hyatt.  Frank  H,  Ginn  ia  director  and  president;  C.  V. 
Critchfield  is  vice  president  and  treasurer  and  a  director;  myself 
secretary  and  director. 

Mr.  Graham.  Now,  what  amount  of  stock  do  you  have,  Mr. 
Hyatt! 

Mr.  Htatt.  The  capitalization  of  the  company  is  $2,000^000.  The 
three  people  I  have  named — myself,  Mr.  Ginn,  and  Sfc.  Critchfield — 
are  the  three  stockholders  of  the  company. 

Mr.  Graham,  Hold  ail  the  stock  of  the  company! 

Mr.  Htatt,  Yes,  sir, 

Mr,  Gbahau.  Did  you  have  some  contracts  with  the  Government 
for  the  building  of  by-product  coke  ovens  at  Cleveland  and  Fair- 
mont! 

Mr.  Htatt.  We  had  one  in  Cleveland.  We  have  one  at  Fairmont. 
The  Cleveland  contracts  have  been  closed  and  settled.  The  Fair- 
mont contract  is  progressing;  construction  is  going  on,  and  we  are 
about  70  per  cent  coinpleted, 

Mr.  Graham,  Was  the  company  of  which  you  are  a  stockholder 
and  an  officer  the  successor  of  the  Fairmont  By-Products  Coke  Co. ! 
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Mr.  Htatt.  No,  sir. 

Ur.  Gbahak.  Did  you  take  over  any  contract  that  they  had  I 
Mr.  Htatt.  I  believe  we  took  over  the  contract  with  the  Copperas 
Co.  for  the  construction — for  the  engineering  and  construction  of 
(he  Fairmont  plant.    We  also,  as  I  remember  it,  took  over  the  con- 
tncta — whether  they  were  in  formal  shape  or  not,  I  do  not  know — 
for  the  purchase  of  real  estate  there  at  Fairmont. 
Mr.  Gkahau.  From  whom  did  you  take  that  contract  over? 
Mr.  Htatt.  From  the  Fairmont  By-Products  Co. 
Mr.  Graham.  Does  the  Fairmont  By-Products  Co.  have  any  con- 
atctioa  at  all  with  the  work  that  your  company  is  doing! 
Mr.  Htatt.  None  whatever;  none  whatever. 
Mr.  Graham.  Does  Col.  C.  W.  Watson  have  any  connection  with 
joor  company  in  any  way  I 
Mr.  Htatt.  None  whatever. 

Mr.  Graham.  Is  your  stock  all  registered — that  is  to  say  that  one 
cu  tell  from  your  books  who  the  stockholders  are,  or  is  it  assignable 
br  transfer  by  certificate ! 

")h.  Htatt.  No  stock  certificates  have  been  issued.  Subscriptions 
hiTt  been  made  for  the  entire  amount  of  authorized  capital  stock, 
lad  1  part  of  the  monev  has  been  paid  in  on  the  stock.  No  certifi- 
oies  uve  been  issued  because  we  did  not  know  how  much  money 
Tt  vould  require,  and  we  did  not  propose  to  issue  any  of  the  stock 
mtil  we  got  around  to  the  point  wnere  we  could  work  our  financing 
IS  1  unit 

Mr.  Graham.  At  the  time  you  went  into  this  business  were  you  en- 
need  in  the  by-product  coke-oven  business! 
Mr.  Htatt.  No. 

Mr.  Graham.  Does  your  company  have  any  relation  to  the  Mo- 
Doaflhela  Valley  Traction  Co.  in  any  way! 
It.  Htatt.  None  whatever. 

Ur.  Graham.  Are  you  personally  a  stockholder  in  the  Fairmont 
Bv-prodocts  Co.! 
Mr.  Htatt.  No,  sir. 

Mr.  Gkaham.  Or  the  Consolidation  Coal  Co.? 
Mr.  HrATT.  No,  sir. 

Mr.  Graham.  Do  you  have  any  working  agreement  between  your 
niopinv  and  the  Consolidation  Coal  Co.? 
Mr.  Htatt.  No,  sir. 

Mr.  Graham.  Do  you  know,  Mr.  Hyatt,  whether  there  is  any  rela- 
ijonship  of  any  kind,  either  open  or  under  cover,  between  iJie  Domes- 
tic Coke  Corporation  of  the  companies  that  are  held  or  controlled  by 
cue.  W.Watson? 

Mr.  HiATF.  None  of  which  I  know ;  and  I  think  I  should  know  it 
if  there  were  a  connection. 

Mr.  Graham.  When  did  you  first  entertain  the  thought  of  going 
into  this  building  of  these  by-products  coke  ovens  1 
Mr.  Htatt.  Early  in  1917. 

Mt.  Graham.  Were  you  in  any  steel-producing  business  or  any- 
thi^ that  required  coke! 

SC.  Hyatt.  No,  The  enterprise  was  given  birth  in  the  thought 
ihtt  is  expressed  in  its  name — Domestic  CSke  Corporation — a  domes- 
tic coke:  m  other  words,  to  manufacture  coke. 
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Mr.  Gbahau.  Well,  are  the  gentlemen  associated  with  you  men 
who  have  heretofore  been  in  the  coal  or  coke  businesst 

Mr.  Hyatt,  Mr.  Ginn  has  been  in  the  coal  business — is  presi- 
dent of  the  Ohio  &  pMinsylvania  Coal  Co.  Mr,  Critchfield  is  a  man 
who  has  had  some  rather  broad  experience  along  utility  lines — public- 
utility  lines,  particularly.  He  was  an  expert  for  the  Ohio  Public 
Utilities  Commission  at  one  time. 

Mr.  Graham,  Did  you  do  your  banking;  business  in  Cleveland, 
Mr.  Hyatt  i 

Mr.  Hyatt.  In  Cleveland  very  largely ;  yes,  sir. 

Mr.  Graham.  Do  you  have  any  New  York  correspondent  bank? 

Mr.  Hyatt,  No. 

Mr.  Graham.  How  is  your  institution  financed — by  bonds! 

Mr.  Hyatt.  Financed  by  money  paid  in  and  the  stock.  We  take  it 
as  we  need  it.  I  might  say  at  this  point — you  have  asked  me  about 
ownership  of  the  stock,  and  I  have  said  that  the  three  of  us  are  the 
stockholaers.  As  you  know,  I  presume,  from  the  files  in  this  case, 
the  Standard  Oil  Co.  of  New  Jersey  guarantees  the  performance  of 
our  contracts.  That  arose  out  of  the  circumstance  that  in  the  early 
days  of  the  enterprise  we  interested  some  people  connected  with  tfa'e 
Standard  Oil  Co.  They  did  not  know  to  what  extent  they  wanted 
to  go  into  the  thing.  Tney  did  not  know  to  what  extent  the  project 
would  be  a  successnil  one.  They  did  not  know  whether  the  time  was. 
ripe  for  this  domestic  coke  project.  It  was  agreed  that  the  Standard 
Oil  Co.  of  New  Jersey  would  finance  the  thing  as  we  went  along  until 
we  got  along  to  where  we  could  spread  it  out  among  the  individuals 
who  were  to  be  permanently  interested  in  it.  Col.  Watson  had  no 
connection  whatever  with  it 

Mr.  Graham.  You  did  not  finance  this  thing  individually  from 
your  own  private  resources? 

Mr.  Hyatt.  The  Standard  Oil.  Co,  advances  money  to  us  as  w^e  go 
along  and  the  United  States  reimburses  us — that  is,  it  is  a  pure  cost- 
plus  job. 

Mr.  Graham.  Have  you  filed  the  claim  yet  for  adjustment  under  the 
contract ! 

Mr.  Hyatt.  At  Fairmont* 

Mr.  Graham.  Yes. 

Mr.  Hyatt,  No;  the  Fairmont  job  is  going  on.  It  has  not  been  can- 
celed; it  has  not  been  suspended.  It  will  go  on  to  completion,  and 
then  will  come  the  settlement  under  the  terms  of  the  contracts,  wliicb 
is  a  purchase  by  us  within  a  certain  period,  which  varies  according 
to  circumstances.  The  guaranty  by  the  Standard  Oil  Co,  and  the  ad- 
vance of  money  which  it  makes  is  a  temporary  measure  until  we  get 
along  to  the  point  where  we  know  what  we  are  going  to  do.  The  whole 
situation  is  unsettled.  We  have  stopiwd  construction  at  Cleveland 
and  are  not  going  ahead  with  it,  and  it  is  all  finished  and  settled. 

Mr,  Graham.  You  did  adjust  th'nt  contract,  did  you  ?  ■ 

Mr.  Hyatt.  That  was  adjusted  and  settled. 

Mr,  Graham.  Do  you  know  how  much  was  paid  you  in  settlement 
of  that  contract,  approximately  how  much? 

Mr,  Hyatt.  I  think  a  total  of — well,  perhaps  not  a  settlement,  biit 
H  total  of  about  $80,000  is  what  we  received  as  against  the  cost  to  us 
of  substantially  $91.00n 
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Mr.  Graham.  What  was  done  with  the  property  there  ? 
Mr.  Htatt.  Such  property  as  there  was  we  took  over.  We  had  a 
property  there  that  cost  ua,  as  1  remember  it,  $230,000  that  we  leased 
totiieGoTemment  on  a  basis  of  $100  a  year,  which  we  sever  received, 
of  coarse.  It  is  a  nominal  figure — leased  to  the  Government  for  the 
constmction  and  operation  of  this  plant.  We  have  our  investment 
in  that  land.  We  have  an  investment  in  the  material  which  we  took 
over  from  the  salvage  board,  or  the  salvage  department— I  have  for- 
foUen  which  they  call  it — as  a  part  of  our  settlement  in  the  enter- 
prise. It  is  standing  still  and  probably  will  stand  still  for  some  time 
uDtil  we  get  along  to  the  point  where  we  know  where  we  stand  in 
(tw  matter. 

Mr.  GsAHAH.  Do  you  know  how  much  these  coke  ovens  will  cost 
peroren  after  you  are  completed  at  Fairmontt 

Mr.  Htatf.  I  believe  it  was  estimated  that  they  would  cost  sub- 
sttntially  $60,000  per  oven. 

)h-.  Graham.  Per  oven? 

Mr.  Htatt.  Exclusive  of  land. 

Mr.  Graham.  How  large  are  these  ovens — can  you  describe  one  of 
thnn  so  that  the  committee  can  get  some  sort  of  an  idea  what  they  are ! 

Mr.  Hyatt.  No;  I  can  not,  I  am  not  enough  of  a  coke  expert 
or  t  by-product  man  to  do  so. 

Mr.  Geaham.  How  many  are  you  building  there? 

Mr.  Hyatt.  Sixty  at  Fairmont.  We  were  proposing  60  at  Cleve- 
lind. 

Mr.  Graham.  As  I  understand  it,  Fairmont  is  in  the  center 
ff  the  high  volatile  coal  district  of  West  Virginia? 

Mr.  Hyatt.  Yes;  it  is  pretty  well  in  the  center  of  what  is  called 
the  ConneUsvUle  district,  I  guess. 

Mr.  Graham.  Do  you  know  where  the  Consolidation  Coal  Co. 
operates  largely,  what  part  of  the  country? 

Mr.  Hyatt.  No;  I  do  not.  The  only  thing  I  know  about  the 
Consolidation  Coal  Co,  is  I  have  seen  their  sign  coming  into  Wash- 
iDftoD,  seen  their  sign  on  a  coal  yard. 

Mr.  Gkahah.  What  is  your  business,  Mr.  Hyatt,  aside  from  your 
amnection  with  this  company? 

Mr,  Hyatt.  Well,  I  am  practicing  law  somewhat  and  assistant 
Wetary  of  the  Public  Motor  Truck  Co.,  secretary  of  the  Tor- 
'vosen  Axle  Co.  and  several  others.  I  sometimes  douot  whether  I 
wn  a  lawyer. 

Mr.  Graham.  You  what? 

Mr.  Htatt.  I  sometimes  doubt  whether  I  am  a  lawyer. 

Mr.  jEFFuas.  When  was  this  Domestic  Coke  Corporation  or- 
guized? 

Mr.  Htatt.  It  was  organized  about  the  middle  of  1917,  I  be- 
lieTe,  in  the  middle  of  May.  I  am  not  quite  certain  as  to  the 
date. 

Mr.  Jefpzru.  You  three  gentlemen  organized  it,  Critchfield, 
Oino,  and  yourself? 

Mr.  Htatp.  Yes,  Critchfield,  I  think,  came  in  a  month  or  so 
■ftenrards,  but  substantially  at  the  time  of  organization. 

Mr.  Jettebis.  In  what  State  is  it  incorporated  ? 

Mr.  Hyatt.  Delaware,  licensed  in  Ohio  and  West  Virginia. 
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Mr.  Jeffekis.  And  never  has  had  any  stockholders  except  you 
three? 

Mr.  Hyait.  That  is  correct. 

Mr.  Jefferis,  Was  it  the  intention,  when  it  was  organized,  to  go 
into  the  construction  of  coke  ovens? 

Mr.  Htatt.  Construction  and  operation  of  coke  ovens,  the  mak- 
ing of  domestic  coke  and  the  procuring  of  the  by-products. 

Mr.  Jefferis.  Did  you  do  anything  toward  carrying  out  the  pur- 
poses of  the  corporation  prior  to  this  contract  with  the  Govern- 
ment? 

Mr.  Hyatt.  No.  The  project  was  discussed  and  shaped  pretty 
well,  but  we  had  not  done  any  of  this  business  prior  to  tnat  time — 
no  construction,  no  operation. 

Mr.  Jeffebis.  Had  you  purchased  any  land? 

Mr,  Htatt.  No. 

Mr,  Jefferis,  Where  did  you  say  Mr.  Ginn  lived? 

Mr.  Hyatt.  Cleveland. 

Mr.  Jefferis.  And  where  does  Mr.  Critchfield  live) 

Mr.  Hyatt.  Cleveland. 

Mr.  Jefferis.  Where  do  you  live? 

Mr,  Hyatt,  Cleveland. 

Mr.  Jefferis.  About  what  time  did  your  company,  the  Domestic 
Coke  Co.,  is  it? 

Mr,  Htatt.  Coke  Corporation.    - 

Mr.  Jefferis.  Coke  Corporation — about  what  time  did  it  begin 
negotiating  with  the  Government  for  this  contract  to  build  these 
ovens? 

Mr.  Hyatt.  In  the  summer  of  1917,  I  believe  it  was.  I  can  not 
fix  it  any  more  deBnitely  than  that. 

Mr.  Jefferis.  When  was  the  contract  finally  entered  into? 

Mr,  Hyatt.  The  Cleveland  contract  was  dated  July  10  and  the 
Fairmont  contract  September  something, 

Mr,  Jefferis.  Of  1917  or  1918  ? 

Mr.  Hyatt,  Of  1917, 1  think. 

Mr.  Jeffbrib,  Or  1918,  which  ? 

Mr.  Htatt,  I  rather  think  it  was  1917.  I  am  not  certain  of  that, 
but  the  Government  files  here  should  show  it. 

Mr.  Jefferis.  Who  represented  the  Government  or  who  signed  the 
contract  on  the  part  of  the  Government  with  your  company! 

Mr,  Hyatt.  It  seems  to  me  Col.  Lamont  signed  that  I  do  nofc 
know  who  signed  that.  Capt.  Alexander  I  believe  negotiated  the 
Fairmont  contract,    I  am  not  certain  of  that. 

Mr.  Jefferis,  And  you  had  a  Cleveland  contract! 

Mr,  Htatt.  In  July. 

Mr,  Jefferis,  If  you  have  the  file  I  would  like  to  know  that  dat«, 
whether  it  was  in  1917  or  1918. 

Mr.  Htatt.  I  rather  think  it  was  1917. 

Mr,  Jefferis.  Well,  here  is  one.  Domestic  Cokq  Corporation  con- 
tract for  the  construction  and  operation  of  a  plant  in  Cleveland 
dated  July  10, 1918. 

Mr.  Hyatt,  Nineteen  hundred  and  eighteen  is  the  date,  then. 

Mr.  Jefferis.  Did  you  have  anything  to  do  with  the  making  of 
that  contract? 
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Mr.  Htatt.  Yes,  sir. 

Mr.  JcFRBis.  I  notice  yonr  signature  is  to  it 
Mr.  Htatt.  Yes. 

Mr.  Jbitskis.  And  that  Col.  Watson  represented  Col.  McRob- 
ert»— in  other  words  Cot.  Watson  signed  it  for  the  Goremment. 

Mr.  HrATT.  I  do  not  recollect  that.     I  was  not  there  when  the 
Government  signed  it  as  I  remember  it.    I  si^ed  it  and  left  the  con- 
oids there  for  s^aature  on  the  part  of  the  Crovemment. 
itr.  Jeft^us.  When  was  the  other  contract  entered  intof 
Mr.  Htatt.  That  would  be  in  September  of  1918,  the  September 
f(^win£  the  Cleveland  contract. 

Mr.  Jbfferis.  Do  you  know  who  represented  the  Government  or 
skned  that  contract  for  jour  company! 

Mr.  Hyatt.  If  Col.  Lamont  was  not  on  that  one  I  rather  think  he 
WIS  on  the  September  contract.    Perhaps  I  am  wrong  as  to  both, 
liQtl  did  not  pay  much  attention  to  who  signed  for  the  Government. 
Mr.  Jbfferis.  Do  you  think  the  Fairmont  contract  was  entered 
intotfter  the  Cleveland  contract? 
Mr.  Htatt.  Yes;  I  know  it  was.    It  might  be  in  a  separate  file. 
Mr.  Jkpfebis.  I  expect  it  it;  I  expect  that  is  all  Cleveland  in  that 
file.  Under  these  contracts,  we  will  say  each  of  them,  you  were  to 
art  so  many  ovens? 
Mr. Htatt.  Sixty  ovens;  that  is  it. 

Mr.  Jefferis.  And  your  company  contracted  with  the  Copperas 
Co. — 

Mr.  Htatt.  The  Copperas  Co.,  at  Fairmont,  and  some  with  the 
,S«net-Solvay,  at  Cleveland. 
Mr.  Jefferis.  I  understood  you  to  say  to  the  chairman  that  you 
uok  over  the  Copperas  Co.  with  the  Fairmont  Co.    What  was  there 
iboat  thatf 

Mr.  Htatt.  The  Fairmont  people  had  already  negotiated  with 
the  Copperas  people  for  the  construction  of  a  battery  of  120  or  110 
urens  and  we  took  over  part,  as  I  remember  it,  part  of  the  cotnmit- 
Dsits  there  were  on  that  job.  Copperas  had  already  been  engaged 
by  them  to  build  their  battery. 
Mr.  Jefpebis.  What  was  this  Fairmont  Co,'s  name! 
Mr.  Htatt.  I  believe  it  was  the  Fairmont  By-Products  Co.,  al- 
tbongb  I  am  not  certain  of  that, 

Mr.  Jeffehib.  Your  company  did  not  take  that  company  over  but 
il  Wok  over  a  contract  that  it  had  with  the  Copperas  Co.  Is  that  it? 
Mr.  Htatf.  I  do  not  know  whether  there  was  ever  a  formal  assign- 
ment of  the  contract,  because  if  there  was  a  contract  it  would  be  for 
nm  ovens  than  we  contracted  for.  What  it  amounted  to  probably 
WIS  that  there  were  negotiations,  you  know,  with  Copperas,  for  the 
building  of  some  ovens  there  and  we  went  on  and  dealt  with 
Cwperts. 

m.  Jeffzris.  And  that  was  through  an  understanding  that  vou 
hid  with  Oie  Fairmont  Co.  ( 
Mr.  Htatt.  No  ;  I  know  of  no  such  understanding. 
Mr.  Jefferis.  How  do  you  say  you  took  it  over  then ;  what  do  you 
ENu  bv  the  contract  ? 

Mr.  Htatt.  They  had  acquired  some  land;  they  had  made  some 
Nuutments,  I  assume,  for  some  material;  they  had  dealt  with 
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<^opperas  for  the  construction  of  some  ovens.  We  had  already  con- 
tracted with  Senet-Solvay  for  the  building  of  similar  ovens  at  Cleve- 
land. There  is  a  question  as  to  whether  Sent^Solvay  or  Copperas 
are  better.  I  presume  we  decided  we  wanted  Copperas  on  this  job 
as  went  along. 

Mr.  Jbfferm.  Did  you  buy  the  land  from  the  Fairmont  By- 
products Co.? 

Mr.  Htait.  In  one  sense,  yes;  in  another  sense,  no.  We  paid 
directly  for  the  land  to  the  people  who  were  formerly  going  to  sell 
to  the  Fairmont  Co, 

Mr.  Jeffssib.  The  Fairmont  By-Products  Co.  had  options  for 
land,  had  it,  or  contracts  for  land? 

Mr.  Hyatt.  It  was  either  options  or  contracts;  I  do  not  know 
which  it  was.  I  remember  looking  over  the  bids  and  seeing  that 
■  the  purchase  price  was  paid,  and  we  paid  it  directly  to  the  land- 
owners. 

Mr.  Jepferis.  Then  the  Domestic  Coke  Corporation  took  this  land 
off  the  hands,  you  might  say,  of  the  Fairmont  By-Products  Co.  ? 

Mr.  Hyatt.  Yes,  sir. 

Mr.  Jefferis.  And  then  your  understanding  of  it  was  that  the 
Fairmont  Co.  had  a  contract  with  the  Copperas  Co.  for  tlie  erection 
of  so  many  coke  ovens. 

Mr.  Hyatt.  That  is  my  understanding.  I  do  not  know  whether 
it  was  a  formal  contract  or  whether  they  had  merely  negotiated.  In 
any  event,  they  had  had  some  dealings  with  Copperas  for  the  con- 
struction of  the  ovens — quite  a  battery  of  ovens— I  think  it  was 
110  or  120.  We  went  on  with  Copperas  for  60  ovens,  and  we  are 
at  present  going  on  with  them  for  60. 

Mr.  jEFTERie.  Had  the  Fairmont  By-Products  Co.  an  arrange- 
ment with  the  Government  for  the  advancement  to  pay  the  cost  of 
building  these  ovens  if  they  had  erected  themt 

Mr.  Hyatt.  I  am  sure  I  do  not  know. 

Mr,  Jefferis,  You  do  not  know  anything  about  that? 

Mr.  Hyatt.  No. 

Mr,  Jefferis.  Who  handled  that  transaction  for  your  company 
■with  the  Fairmont  By-Products  Co.? 

Mr,  Hyatt.  I  thins  that  Mr.  Critchfield  did.  I  never  dealt  with 
them  at  all. 

Mr,  Jefferis.  Was  he  here  in  Washington! 

Mr.  Hyatt.  He  was  here  from  time  to  time. 

Mr.  Jefferis.  Was  he  at  the  War  Department  in  any  respect  ? 

Mr.  Hyatt,  Oh,  no. 

Mr,  Jeffbeis.  Or  Mr.  Giim  ? 

Mr.  Hyatt.  No. 

Mr,  Jefferis.  Or  you  ? 

Mr.  Hyatt,  No. 

Mr.  Jefferis.  After  your  company  negotiated  and  you  made  this 
contract  with  the  Government,  just  tell  us  a  little  how  the  Qovem- 
ment  was  to  pay  the  money! 

Mr,  Hyatt,  Pay  the  money! 

Mr.  Jeffbbis,  Yes. 

Mr.  Hyatt,  We  made  expenditures  from  time  to  time  for  land, 
and  whatever  was  necessary,  stating  it  monthly  to  the  Government, 
and  the  Government  repaid  us. 
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Mr.  Jefpbbib.  Tben  you,  in  the  first  instance,  would  pay  Copperas, 
vewill  say,  for  constructing  the  ovens,  would  yout 

Ur.  Htatt.  We  paid  their  bills  for  material  and  labor. 

Ur.  Jtyraaa.  Then  you  made  a  showing  of  that  to  the  Qorern- 
ment.    Is  that  it? 

Mr,  Htatf.  We  presented  statements  of  the  expenditures  to  the 
Government. 

Mr.  jEFTEBifl.  And  then  they  reimburse,  you,  the  Government  re- 
imburses yout 

Mr.  Htatp,  Yes,  sir:  supposed  to  be  every  month — that  is,  on 
monthly  statements  and  monthly  payments. 

Mr.  jBFFERts.  And  about  then  you  got  the  Standard  Oil  Co.  to 
guinntee  your  contract  with  the  Government,  was  it? 

Mr.  Htatt,  Yes.  At  the  time  the  contract  was  made  the  Govern- 
fflent  questioned  our  ability  to  perform  the  contract. 

Mr.  jEn-Eitis.  Questioned  it? 

Mr.  Htatt.  The  representatives  of  the  Ordnance  Department 

Mr,  Jefferis.  Do  you  know  who  particularly? 

Mr.  Htatt.  No;  but  it  was  the  natural  question. 

Mr.  .Tefferis.  A  natural  question? 

Mr.  Htatt.  They  wanted  some  assurance  that  the  ovens  would  be 
built  and  built  in  accordance  with  the  terms  of  the  contract — some 
assurance  of  our  financial  ability  to  go  ahead  and  construct  them. 

Mr.  Jeffebib.  Was  that  because  they  did  not  know  you  three  gen- 
tlemen? 

Mr.  Htatt.  Yes. 

Mr.  Jefferis.  That  were  running  this  Domestic*  Coke  Corpora- 
tion? 

Mr.  Htatt.  Yes,  sir. 

Mr.  Jepfebis.  So  your  company  then  took  it  up  with  the  Standard 
Oil  Co.  i 

Mr.  Htatt.  No;  with  some  individuals  who  were  interested  in  the 
Standard  Oil  Co. 

Mr.  Jeff^us.  How  is  that! 

Mr.  Htatp.  With  some  of  the  Standard  Oil  people,  some  indi- 
viduals. 

Mr.  Jefferis.  Did  you  yourself  personally! 

Mr.  Htatt.  I  did  some  of  it,  and  other  people  did  some  of  it. 

Mr.  Jeffeeib.  Is  it  not,  as  a  matter  of  fact,  Mr.  Hyatt,  a  fact  that 
the  Standard  Oil  Co.  is  pretty  well  interested  in  your  company  out- 
aido  of  the  guarantee? 

Mr.  Htatt.  As  I  said  to  the  chairman  in  detail,  the  arrangement 
*as  that  pending  a  definite  fmancing  of  our  company  the  Standard 
Oil  Co.  of  New  Jersey  would  proceed  with  it. 

Mr.  Jefferis.  Would  what? 

Mr.  Htatt.  Would  proceed  with  it;  would  stand  behind  it  until 
we  got  along  to  the  point  where  we  were  on  our  feet,  and  the  in- 
dividDsIs  who  were  coming  in  with  us,  if  they  were  still  of  the  same 
mind,  could  go  ahead. 

Mr.  Jeff^is.  Now,  when  you  get  it  completed  the  Government 
will  have  paid  for  this  construction  of  the  plant,  will  it  not? 

Mr.  Htatt.  Yes. 

Mr.  Jefferis.  So  th«  Domestic  Coke  Corporation  really  will  not 
have  any  money  in  it,  will  it! 
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Mr.  Htatt.  I  rather  think  they  will. 

Mr.  Jeetehis.  Well,  if  the  Govemment  pays  for  it  all,  how  will  the 
coke  company  have  any  money  in  itt 

Mr.  HiATT.  Our  experience  has  been  that  our  expenditures  as  we 
go  aionff  are  not  fully  met. 

Mr.  jEFrEHis.  Do  you  mean  that  the  Govemment  did  not  pay  all 
that  it  owedt 

Mr.  HrATT.  They  probably  paid  all  that  they  should,  but  not  all 
that  we  spent. 

Mr,  Jefferis.  Not  all  that  you  spent? 

Mr.  Htatt.  Perhaps  they  are  more  efficient  than  we  are. 

Mr.  Jefferis.  When  the  plant  is  finally  built  you  think  the  Do- 
mestic Coke  Corporation  wUl  have  some  money  in  it  that  the  Gov- 
emment has  not  paid,  do  >'ou } 

Mr.  Htait.  Not  in  the  plant,  because  the  plant  belongs  to  the 
Govemment.  We  will  have  spent  some  money  for  which  we  will 
not  liave  been  reimbur^d,  I  presume.  That  is  conjecture.  I  do  not 
know. 

Mr.  Jefferis.  How  nearly  is  it  completed? 

Mr.  Hyatt,  About  70  per  cent,  I  should  say.  All  the  slow  work 
is  done. 

Mr.  Jefferis.  How  much  has  the  Government  expended  on  it  now, 
do  you  know ! 

Mr.  Htatt.  I  do  not  know  to  what  extent  we  have  been  reim- 
bursed, but  we  have  received  in  the  neighborhood  of  $2,500,000. 

Mr.  Jefferis.  Has  the  Standard  Oil  Co.  had  to  finance  your  com- 
pany? 

Mr.  Htatt.  They  have  had  to  advance  money  from  time  to  time 
to  cover  our  payments  and  our  payments  we  have  to  make  before 
the  Government  pays  us. 

Mr.  Jeffebis.  And  then  the  money  that  the  Government  pays  to 
you,  you  turn  back  to  the  Standard  Oil  Co.,  I  take  it,  on  what  you 
have  already  had  from  them? 

Mr.  Hyatt.  Either  that  or  into  our  own  accounts. 

Mr.  Jefferis.  After  it  is  finally  completed,  the  ovens  are  com- 
pleted, the  contract,  I  suppose,  provides  for  an  appraised  value, 
does  it? 

Mr.  Htatt.  It  calls,  in  the  first  place,  for  operation  and  at  the 
end  of  a  specified  time  for  an  appraisal  and  for  purchase  by  us  at 
the  appraised  value. 

Mr.  Jefferis.  Does  the  Standard  Oil  Co.  guarantee  that  you  will 
take  it  at  the  appraised  value? 

Mr.  Htatt,  It  guarantees  the  performance  of  that  contract,  which 
provides  that  we  will  take  it,  so  it  does  amount  to  a  guaranty  by 
them  that  we  will  take  it  at  that  appraised  value. 

Mr.  Jefferis.  So  when  it  is  finally  carried  out  to  completion,  then 
will  be  the  real  time  of  financing  the  corporation,  will  it  not? 
Mr.  Htatt.  Yes. 

Mr,  Jefferis,  In  other  words,  to  take  it  off  the  Government's 
hands  at  this  proposed  valuation  is  when  the  money  wiU  have  to 
be  forthcoming  from  stockholders,  or  somebody  else,  to  pay  for  it 
at  the  appraised  value? 
Mr.  Htatt.  Yes,  sir. 
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Mr.  Jetferis.  About  how  soon  is  that  liable  to  happen,  Mr. 
HjiUt 
Mr.  Htatt.  I  should  say  in  the  early  part  of  the  year. 
Mr.  Jeffbris,  That  is,  you  think  it  will  be  completed  and  in  opera- 
tkn  at  that  time  t 

Mr.  Htatt.  That  is  what  we  expect.  You  asked  me  the  time  of 
completion,  not  the  time  of  purchase. 

Hr.  Jeffbris.  When  would  the  time  of  purchase  be  in  comparison 
icifh  the  time  of  completion! 

Mr.  Htatt.  If  I  remember  it,  the  earliest  time  of  purchase  is  one 
yetr  after  the  peace  proclamation. 

Mr.  Jefferis.  Your  recollection  is  that  Mr.  Critchfield  ne^tiated 
this  contract  for  the  Domestic  Coke  Corporation  with  the  Govem- 
moit? 
Mr,  Htatt.  Which  contract  do  you  meant 
Mr,  Jefferis.  The  one  for  Fairmont 

Mr,  Htatt.  Yes;  Mr.  Critchfield  worked  on  it  considerably.  I 
Torked  on  it  some,  and  the  other  men  were  down  here  from  time  to 
time. 

Mr.  Jefferib,  With  whom  did  you  negotiate  who  represented  the 
Government  i 

Mr.  Hyatt.  I  believe  it  was  Capt.  Alexander  with  whom  we  nego- 
tiated the  final  contract. 
Mr.  Jeffdos.  Do  you  know  where  he  lives? 
Mr.  Htatt.  No  ;  I  do  not. 

Mr.  Jefferib.  Who  negotiated  the  Cleveland  contract! 
Mr.  Hyatt.  I  was  down  some  on  the  Cleveland  contract.    I  do  not 
think  Mr^  Critchfield  was  down  on  that    That  is  about  as  close 
IS  I  can  come  to  it,  of  course. 
Mr.  Jeffbris.  Was  Mr.  Ginn  down  any* 

Mr.  Htatt.  I  do  not  believe  Mr.  Ginn  came  down  at  all  in  the 
npSDtiations. 

Mr.  Garrett.  I  believe  you  stated  that  the  estimated  cost  for  th& 
orens  was  about  $60,000  apiece! 

Mr.  Htatt.  Yes.    It  does  not  amount  to  that  in  our  contract,  as  I 
mnember  it    It  was  an  estimated  cost,  exclusive  of  land,  of  $3,000,- 
>W  for  60  ovens  at  Fairmont.    That  would  amount  to  something  less, 
ilian  $60,000  apiece. 
Mr.  GAHRErr.  That  would  be  about  $50,000. 
Mr.  Hyatt.  Yee. 

Mr.  GARHirrT.  Exactly  $50,000.  What  is  the  provision  of  the  con- 
trmct  in  regard  to  cost  per  oven?  You  did  not  have  a  fixed  pric& 
agreed  upon  in  advance  that  each  oven  is  to  cost  so  much! 

Mr.  Htatt.  No,    As  I  remember  the  provision  of  the  contract,  it 
was  pnt  in  the  form,  that  the  contractor  estimates  that  the  cost  of 
construction  will  be  $3,000,000  in  the  whole  matter. 
Mr.  Garbett.  But  you  are  to  pay  whatever  it  may  be! 
Mr,  Htatt.  Yes. 

Mr.  Garbxtt.  Then,  does  the  Copperas  Co.  receive  a  fee  in  addi- 
tion to  the  actual  costf 

Mr.  Htatt.  The  Copperas  Co.  receives  7  per  cent  of  tne  actual 
cost, 
Mr.  Gabrstt.  That  is  the  total  compensation  of  that  company  1 
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Mr.  Hyatt.  That  is  right. 

Mr.  Gabhett.  I  believe  you  stated  you  had  no  expert  knowledge  o 
«oke-oTen  construction  ( 

Mr.  Hyatt.  No. 

Mr.  Garrett.  In  a  jteneral  way,  have  you  (fiven  some  study  to  it 

Mr.  Hyatt.  Some.  I  have  given  stnne  study  to  it;  I  know  some 
thing  about  it,  but  not  very  much. 

Mr.  Garrett.  It  has  been  testified  before  this  committee  tha 
ovens  were  constructed  in  Germany  prior  to  the  war  for  as  low  a: 
■$6,000  per  oven.    Do  you  know  anything  about  that! 

Mr.  Hyatt.  No  ;  I  am  not  familiar  enough  with  the  constructioi 
work  or  the  costs  of  construction  to  say  whether  that  is  possible. 

Mr.  Qarrcit,  Have  you  had  occasion  to  notice  in  any  of  these  con 
tracts  that  have  been  settled,  for  instance,  the  Jones-Lofflin  con 
tract 

Mr.  Hyatt.  No. 

Mr.  Garrett.  What  is  that  Rainywood 

Mr.  Graham.  Kainywood  Coke  Corporation. 

Mr.  Garrett.  It  seems  to  me  there  was  a  statement  in  some  of  the 
claims  made,  I  do  not  know  whether  it  was  to  the  Pittsburgh  boarc 
or  the  Washington  board,  made  some  kind  of  an  estimate  of  $12.20( 
per  oven.  Of  course,  your  attention  has  not  been  directed  to  an^ 
of  these  cases,  and  you  naturally  would  know  nothing  of  that.  We 
have  got  the  widest  range  of  testimony  here  concerning  the  cost  pei 
oven, 

Mr,  Hyatt,  The  only  line  I  can  give  you  on  it,  Mr.  Garrett,  is 
the  fact  that  with  70  per  cent  completion  at  the  Fairmont  plant  we 
have  spent  in  the  neighborhood  of  $2,500,000,  and  we. estimated 
$3,000,000.  Now,  I  can  not  conceive  of  a  cost  of  anything  like  $5,00(1 
or  $12,000  an  over  in  this  circumrtance.  That  is  my  only  sidelight 
on  it.  I  have  not  any  direct  light  on  it.  I  desire  to  say  to  the  com- 
mittee, however,  that  I  know  that  certaintly  we  would  not  be  pro- 
moting a  construction  at  that  rate  because  we  will  have  to  take  over 
the  o\'ons  at  a  price  which,  to  some  extent,  must  be  based  on  that  cost. 

Mr.  Garrett.  What  is  the  principal  cost,  labor? 

Mr.  Hyatt.  Directly  and  mdirectly,  labor,  I  suppose,  will  be  a 
very  large  item. 

Mr.  Garrett.  What  character  of  material  goes  into  the  construc- 
tion of  one  of  those  coke  ovens;  do  you  knowT 

Mr.  Hyatt,  I  can  not  say.    I  presume  it  would  be  steel. 

Mr.  Gahbktt.  How  large  are  the  ovens? 

Mr.  Hyatt.  As  I  said  before,  I  can  not  tell.  I  have  seen  them, 
hut  I  have  not  measured  them.  I  would  not  care  to  even  estimate 
it.    I  wish  I  could  help  you  with  it. 

Mr.  Jeffehis.  As  I  understand  it,  under  this  arrangement,  the 
Domestic  Coke  Corporation  makes  a  contract  with  the  Copperas  Ca 
to  build  these  ovens! 

Mr.  Hyatt.  That  is  to  do  the  engineering  service  and  supervisioa 
of  it. 

Mr.  Jefperis.  And  the  Copperas  Co.  is  to  have  7  per  cent  of  th« 
oost.    Is  that  correct! 

Mr.  Hyatt.  That  is  correct. 

Mr.  Jefferis.  And  then  the  Govenuuent  pays  to  your  company 

I  cost  of  construction,  plus  this  7  per  cent! 
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Mr.  Htatt.  Yes;  repays  to  ua 

Mr.  JsrrcRiB.  Repays  to  you ! 

Mr.  Htatt.  We,  of  course,  get  no  profit.  We  are  supposed  to  get 
1  dollar,  I  think. 

Mr.  Jeffbris.  And  then,  when  the  time  comes  for  you  to  purchase 
ike  plant  that  the  GoTentment  has  advanced  the  money  to  build,  that 
is  to  be  done  pursuant  to  the  appraisement,  is  it! 

Mr.  Htatt.  That  is  correct. 

Mr.  Jefferis.  To  an  appraisement  of  three  appraisers  f 

Mr.  Htatt.  Yes.     I  am  quite  sure;  I  am  certain  it  is  three  ap- 


Mr.  Jeffebis.  And  you  are  to  take  it  from  the  GoTemment  at  the 
ippraised  value;  is  that  it! 

Mr.  Htatt.  That  is  correct. 

Mr.  Jeffebis.  Regardless  of  how  much  the  Grovemment  has  paid 
into  it  or  any  interests  or  anything  of  Uiat  Idndt 

Mr.  Htatt,  Yes,  sir. 

Mr.  Gkahau.  Mr.  Hyatt,  if  you  will  excuse  a  few  personal  in- 
<iiiiiies,  but  I  want  to  know  something  how  you  happened  to  go  into 
this  proposition  and,  in  order  to  do  so,  I  will  have  to  ask  some  qoes- 
tioits.  Imay  inquire  rather  closely  into  your  personal  w^f  are.  Were- 
.rou  financially  aole  to  go  into  a  proposition  of  this  kindl 

Mr.  Hyatt,  No.  , 

Mr.  Graham.  You  are  not  a  man  of  wealth,  I  imagine. 

Mr.  Htatt.  No. 

Mr.  Graham.  Were  these  other  gentlemen  who  were  associated  with 
rou  men  of  wealth ! 

Mr.  Htatt.  Mr.  Ginn  Is. 

Mr.  Graham.  Do  you  know  about  how  he  is  rated  financially  ? 

Mr.  Htatt,  It  would  be  a  pretty  hard  thing  to  put  a  rating  on  him. 
I  could  not  say,  of  course,  what  he  is  worth. 

Mr.  Graham.  Well,  were  you  practicing  law  when  this  thing  was 
6rst  taken  up  or  were  you  devoting  most  of  your  attention  to  these 
''Uier  companies  with  which  you  were  associated! 

Mr.  Htatt.  I  should  say  about  half  and  half.  It  would  be  pretty 
bird  to  draw  the  line  between  the  practice  and  the  other  work. 

Mr.  Graham.  What  put  it  into  your  head  to  organize  this  com- 
>ny  t  Who  was  the  moving  factor  in  it — one  of  your  associates  or 
vt3  it  vour  plan ! 

Mr.  JItatt.  Not  my  plan.  I  think  probably  the  idea  was  given  by 
Mr.  Galagher. 

Mr.  Graham.  Mr.  Galaghert 

Mr.  Htatt,  Yes,  He  has  always  been  a  student  of  chemistry  and 
hts  had  great  faith  in  the  future  of  this  domestic-coke  proposition. 
It  is  his  particular  idea,  I  think. 

Mr.  Graham.  Where  does  he  live! 

Mr.  Hyatt.  He  lives  in  Cleveland. 

Mr.  Graham.  None  of  you,  as  I  understand  it,  have  ever  had  any 
experience  in  this  line  of  work— neither  of  your  assistants  nor  your- 
sdl. 

Mr.  Htatt.  No  direct  experience  in  this  work;  that  is  correct, 
Mr.  Graham.  But  your  associates  were  in  the  coal  business,  were 
theyl 
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Mr.  Htatt.  And  in  the  by-product  business. 

Mr.  Grahau.  Did  they  nave  these  by-product  coke  ovens! 

Mr.  Htatt.  No. 

Mr  Grahau.  Are  you  a  full  associate  in  this;  that  is,  do  you  owa 
«qual  stock  with  the  other  gentlemen! 

Mr.  Hyatt.  No  ;  our  holdings  are  not  the  same.  1  can  not  give 
the  figures  on  what  they  are. 

Mr.  Grahaai.  You  can  not  give  me  the  figures? 

Mr.  Hyatt.  I  can  not  give  you  the  figures  offhand. 

Mr.  Graham.  IVell,  there  are  only  three  of  you  there! 

Mr.  Htatt.  Yes;  but  I  do  not  remember  the  figures.  We  have 
adopted  no  financing  plan  and  therefore  our  finances  are  not  settled, 
nor  is  the  distribution  of  our  stock  settled. 

Mr.  Graham.  Now,  Mr.  Hyatt,  did  you  ever  put  up  any  money 
personally  out  of  your  own  private  purse! 

Mr.  Hyatt.  No. 

Mr.  Graham.  Did  either  of  the  other  gentlemen! 

Mr.  Hyatt.  I  could  not  say. 

Mr.  Graham.  Well,  what  is  the  best  of  your  knowledge! 

Mr.  Htatt.  I  really  do  not  know. 

Mr.  Graham.  Are  you  the  treasurer  of  the  concern! 

Mr.  Htatt.  No. 

Mr.* Graham.  What  are  you! 

Mr.  Htatt.  Secretary. 

Mr.  Graham.  Who  is  treasurer ! 

Mr.  Hyatt.  Mr.  Critchfield  is  treasurer. 

Mr.  Graham.  Is  it  not  your  personal  judgment  that  no  money  has 
«ver  been  advanced  by  either  of  you  gentlemen,  but  that  the  trans- 
actions have  been  between  the  Standard  Oil  Co.  and  the  Govern- 
ment— that  is,  the  Standard  Oil  Co,  will  advance  on  your  pay  rolls 
and  other  things  and  material  bills,  and  then  you  get  the  accounts 
and  certify  them  to  the  Government  and  they  are  paid;  is  not  that 
the  way  it  is  done! 

Mr.  Hyatt.  I  presume  it  would  analyze  down  to  about  that. 

Mr.  Graham.  You  keep  the  records  of  the  corporation,  do  you  not! 

Mr.  Hyatt.  I  do  not  keep  the  books,  of  course,  Mr.  Graham. 

Mr.  Graham.  Do  you  have  any  books! 

Mr.  Hyatt.  Yes, 

Mr.  Graham.  Well,  you  keep  the  minutes  of  the  meetings! 

Mr.  Hyatt.  Yes. 

Mr.  Graham.  Do  you  have  stockholders'  meetings  or  trustees' 
meetings ! 

Mr.  Hyatt,  Yes. 

Mr.  Graham,  You  speak  of  certain  gentlemen  who  are  interested 
in  this  and  if  the  thing  pans  out  all  right  who  will  go  in.  Who 
are  they,  Mr.  Hyatt! 

Mr.  Hyatt.  Mr.  Bedford  and  others  interested  in  the  Standard 
Oil  Co. 

Mr,  Graham,  Standard  Oil  interests! 

Mr.  Hyatt,  Yes,  sir;  and  others  in  Cleveland  who  are  not  Stand- 
ard Oil  interests. 

Mr.  Graham.  Do  either  of  you  gentlemen  have  any  association  in 
any  way  with  the  firm  of  which  Mr.  Crowell  was  formerly  asso- 
ciated ! 
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Mr.  Htatt.  You  mean  the  construction  firm  I 

Mr.  Graham.  Yes. 

Mr.  Htatt.  No. 

Mr.  Ghahah.  Well,  in  any  interest  in  which  he  is  associated? 

Mr.  Htatt.  None  whatever. 

Mr.  Grahah.  When  did  you  first  hear  personally  of  the  project 
tiid  when  were  you  first  asked  to  go  into  this  proposition  1 

Mr.  Hyatt.  Early  in  1918. 

Mr.  Grabau.  Do  you  know  who  approached  the  subject  to  you  i 

Mr-  Htatt.  Mr.  Cralagher  and  Mr.  uinn. 

Mr.  Graham.  I  do  not  want  to  inquire  too  closely,  but  may  I  not 
isk  Tou  again  how  much  stock  you  have  in  this  enterprise? 

ifr.  Htatt.  I  really  can  not  tell  you,  Mr.  Graham.  I  would  be 
gild  to  find  out  for  you  and  let  you  know, 

Mr.  Graham.  Wdl,  I  would  assume  that  one  being  in  a  corpora- 
tion of  this  size,  of  this  magnitude,  might  p>ossib]y  know  how  much 
stock  he  had  in  it ;  but  you  do  not  know? 

Mr.  Htatt.  I  have  told  you  that  the  three  persons — that  the  three 
persons  I  have  named  are  subscribers  for  stock. 

Ur.  Grahah.  But  you  have  no  certificates? 

Mr.  Htatt.  No  certificates  have  been  issued. 

Mr.  Graham.  Then  no  division  of  stock  has  been  made? 

Mr.  Htatt.  I  do  not  say  no  division.  There  must  be  some  division 
of  the  subscriptions. 

Mr.  Graham.  Is  there  a  contract  between  you! 

Mr.  Htatt.  No. 

Mr.  Graham.  Did  you  sign  a  subscription  for  stock? 

Mr.  Htatf.  Yes,  sir. 

Mr,  Gbahah.  How  much  did  you  subscribe  for? 

Mr.  Htatt,  That  is  what  I  do  not  remember. 

Mr.  Gbahah.  Do  you  know? 

Mr.  Htatt.  I  will  be  glad  to  ascertain. 

Mr.  Graham.  Do  you  know  how  much  your  partners  subscribed 
iori 

Mr.  Htatt,  No;  I  do  not,  Mr.  Graham. 

Mr.  Gbahah,  As  a  matter  of  fact,  Mr.  Hyatt,  this  corporation  is- 
w  paper  only,  is  it  not  ? 

Mr.  Htatt.  No  ;  it  is  a  real  corporation, 

Mr.  Gbahah.  Do  you  carry  an  account  in  a  bank  any  place? 

Mr,  Htatt.  Yes,  sir. 

Mr.  Grahah.  What  bank  are  your  checks  drawn  on  ? 

Mr.  Htatt.  The  First  National  Bank  in  Cleveland. 

Mr.  Graham.  Of  Cleveland? 

Mr.  Htatt.  Yes,  sir, 

Mr.  Graham,  Who  signs  them  ? 

Mr,  Htatt,  Mr.  Critchfield,  I  think,  signs  alone  now. 

Mr.  Grahah.  Signs  what? 

Mr.  Htatt.  Signs  alone  now  as  treasurer. 

Mr.  Graham.  Well,  for  a  while  someone  else  signed  on  them? 

Mr.  Htatt.  I  do  not  recollect. 

Mr.  Grahah,  How  do  you  get  your  money  from  the  Standard  Oil 
Co.?'  How  is  that  done? 

Mr.  Htatt.  I  do  not  know,  I  presume  that  it  is  remitted  or  de- 
posited to  our  credit  as  we  need  it. 
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Mr,  Ghaham.  You  do  not  have  a  very  intimate  knowledge  of  the 
affairs,  of  the  workings  of  it.  do  you,  Mr.  Hyatt? 

Mr.  Htatt,  Not  of  the  way  the  money  is  transmitted. 

Mr,  Graham.  No;  I  sliould  judge  not.    I  think  that  is  all. 

Mr.  Jeiteris.  As  a  matter  of  fatt,  there  has  not  been  any  stock 
at  all  issued  by  the  corporation? 

Mr.  Hyatt.  No  stock  certificates  have  been  issued, 

Mr.  Jefferis.  You  take  your  subscriptions  as  being  the  founda- 
tion upon  which  is  the  basis  of  the  corporation. 

Mr,  Htatt.  Yes;  a  subscriber  is  a  .stockholder. 

Mr.  Jepferib.  Even  though  he  has  not  paid  anything  on  the  stock? 

Mr.  HrATT.  Yes.  Of  course,  something  has  been  paid  on  tlie  stock 
in  this  ease, 

Mr.  jBFFBBie.  How  is  that? 

Mr.  Htatt,  Yes,  I  do.  Of  course,  something  has  been  paid  on  the 
stock  in  this  case. 

Mr.  Jebteris,  Has  some  money  been  paid  into  the  company  ? 

Mr.  Htatt.  I  presume  half  a  million  dollars  has  been  paid"  in, 

Mr.  jEFt-ERis.  Wlio  paid  it  in? 

Mr.  Htatt,  The  money  has  come  from  one  source,  as  Mr.  Graham 
developed. 

Mr.  Jefferis.  The  Standard  Oil  Co.? 

Mr.  Htatt,  I  presume  so, 

Mr.  Garrett.  Why  was  the  Cleveland  contract  suspended  or  can- 
celed ? 

Mr.  Hyatt.  It  was  in  a  little  bit  different  shape  so  far  as  the 
Government  was  concerned.  It  was  not  very  far  along  and  it  was 
a  contract  under  which  the  Government  did  not  pay  the  entire  cost 
as  it  went  along.         v 

Mr.  Garrett,  Was  the  construction  work  at  Fairmont  further  ad- 
vanced than  it  was  at  Cleveland  ? 

Mr.  Htatt.  Yps. 

Mr.  Gahrett.  You  still  own  the  real  estate  in  Cleveland? 

Mr.  Htatt.  Yes;  we  still  own  it, 

Mr,  Garrett.  May  I  ask  if  you  contemplate  constructing  a  plant 
there  or  will  you  wait  until  you  have  experimented  with  the  Fair- 
mont— or  have  you  any  definite  ideas? 

Mr,  Htatt.  Our  plans  are  not  definite  on  it.  We  are  holding  it 
where  it  is  for  the  present. 

Mr.  Garrett.  Are  you  making  any  effort  to  sell  the  real  estate ! 

Mr.  Htatt.  I  beg  pardon? 

Mr.  Garrett.  You  are  not  making  any  effort  to  sell  your  real 
estate  ? 

Mr.  Htatt.  No.    It  is  a  pretty  hard  job  to  sell  a  block  of  that  size. 

Mr,  Jefferis,  You  say  the  Government  was  not  paying  all  the 
construction  charges  on  the  Cleveland  plant? 

Mr.  Htatt.  No ;  the  Go\emment  paid  58  per  cent,  as  I  recall  it. 

Mr.  Jefferis.  And  your  company  was  to  pay  the  other  42  ? 

Mr.  Htatt.  That  is  correct;  yes!  sir. 

Mr,  Jefferis,  Was  that  the  reason  for  the  cancellation  of  the 
contract,  because  you  could  not  get  the  money  from  the  Government 
to  pay  it? 

Mr.  Htatt.  No.    Of  course,  it  was  a  Government  cancellation. 
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Ur.  Jeptbris.  On  orders? 

Mr.  Htatt.  I  presume  the  Goremment  figured  it  did  not  have  as 
mach  invested  in  the  Cleveland  plant  as  in  the  Fairmont  plant  and 
Ibtt,  therefore,  its  interests  would  be  best  served  by  not  going  ahead 
It  Cleveland.  It  also  might  have  been  influenced  by  some  other 
thioj^    I  do  not  know. 

}^.  Jeiteris.  Your  company  was  anxious  to  accept  that,  too,  was 
it  not.  so  as  to  save  jou  putting  up  the  other  42  per  cent? 

Mr.  Hyatt.  Hardly. 

Mr.  JcFFERiB.  How  is  that  i 

Mr.  Htait.  Hardly. 

Mr.  Jeftebis.  But  on  the  one  at  Fairmont  the  Government  was  to 
pot  up  all  the  cost  of  construction. 

J£r.  Htatt.  We  paid,  but  the  Government  repaid  us. 

Mr.  Jefferis.  Well,  I  say  it  was  to  put  up  all  of  it  ultimatelv. 

Mr.  Htatt.  That  is  correct. 

Mr.  Jeffebis.  So,  in  the  bidding  on  it  there  was  very  little  chance 
tiken  by  the  Domestic  Coke  Corporation  and  the  Government  was  to 
piy  for  it  ultimately? 

Sir.  Htatt.  That  is  a  matter  of  opinion,  Mr.  Jefferis. 

Ur.  Jeffebis.  Was  this  a  sort  of  experiment,  as  I  understand  it, 
trmn  the  question  you  answered  of  Mr.  Garrett's!  This  domestic 
coke  business — is  that  an  experiment? 

Mr.  Htatt.  It  is  a  pretty  hard  question  to  answer.  I  suppose 
■nything  is  an  experiment  in  a  sense. 

Mr.  Jefferis.  I  thought  you  answered  Mr.  Garrett  that  it  was 
miewhat  of  an  experiment 

Mr.  Htatt.  Mr.  Garrett  used  the  word  in  a  question.  I  did  not 
pty  any  attention  to  it  in  my  answer, 

Mr.  Jefferis.  Is  this  coke  to  be  sold  for  domestic  purposes? 

Mr.  Htatt.  Yes,  sir. 

Mr.  Jefferis.  Is  not  it  more  or  less  of  an  experiment? 

Mr.  Hyatt.  No;  we  do  not  think  so. 

ilr.  Jefferis.  But  you  said  a  little  while  ago  that  Mr.  G&lagher 
had  suggested  something  of  this  kind — of  selling  it  for  domestic  use. 

Mr.  Htatt.  Yes. 

Mr.  Jefferis.  That  he  thought  the  time  had  come  for  it. 

Mr.  Htatt.  Yes, 

Mr.  Jefferis.  Was  there  any  company  doing  that  to  your  knowl- 
rige? 

Hr.  Htatt.  I  presume  that  most  of  the  companies  that  are  selling 
coke  are  using  beehive  ovens,  which  do  not  give  jou  the  by-products. 

Mr.  Jeffebis.  Is  yours  a  beehive  oven? 

Mr.  Htatt.  No  ;  it  is  a  by-product  oven. 

Mr.  Jefferis.  It  is  not  a  beehive  oven  that  you  are  building? 

Mr.  Htatt.  No,  a  by-products  oven. 

Mr.  Jefferis.  Do  you  know  whether  there  are  any  other  such 
ovens  in  the  country? 

Mr.  Hyatt.  By-products  ovens? 

Mr.  Jeffebis.  L^e  what  you  are  building. 

Mr.  Htatf.  There  are  some  in  Buffalo,  there  are  some  in  Cleve- 
land too,  I  believe. 
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Mr.  Jefferis.  Tlien,  if  the  Standard  Oil  Co.  has  been  putting  up 
what  moner  has  been  paid  on  the  stock  and  is  to  see  that  this  ^ant 
is  taken  off  of  the  Government's  hands  at  an  appraised  value,  given 
its  guarantee,  this  really  simmers  down  to  a  Standard  Oil  proposi- 
tiorij  does  it  not? 

Mr.  Hyatt.  It  might  be  called  that,  yes,  sir. 

Mr.  Jeffebis.  When  that  time  comes,  I  suppose  you  three  gentle- 
men that  incorporated  the  Domestic  Coke  Corporation  expect  to  get 
some  allotment  of  stock  in  some  way  for  your  services,  is  that  iti 

Mr.  Hyatt.  No,  not  for  our  services.  We  may  participate  in  the 
enterprise  because  we  have  been  interested  in  it. 

Mr.  JsFFEBia.  Are  jou  on  salaries! 

Mr.  Hyatt.  Yes,  sir. 

Mr.  Jbfferib.  All  three  of  you! 

Mr.  Hyatf.  Mr.  Critchfield  is. 

Mr.  Jeffefis,  What  salary  does  he  get? 

Mr.  Hyatt.  I  do  not  know. 

Mr.  Jefferis.  Who  pays  him ! 

Mr.  Hyatt.  I  bee  pardon? 

Mr.  Jefferis.  Who  pays  his  salary? 

Mr.  Hyatt.  I  suppose  he  pays  it  by  the  corporation's  check. 

Mr,  Jefferis.  Is  that  charged  in  as  part  of  the  cost! 

Mr.  Hyatt.  I  can  not  say. 

Mr.  Jefferis.  Do  you  get  a  salary? 

Mr.  Hyatt.  No,  not  at  the  present  time. 

Mr.  Jefferis.  Have  you  been  getting  one! 

Mr.  Hyatt.  No. 

Mr.  Jefferis.  How  about  Mr.  Ginn? 

Mr.  Hyatt.  I  am  not  certain  whether  Mr,  Ginn  draws  a  salary 
or  not,  probably  not  at  this  stage  of  the  game. 

Mr.  Jefferis.  Do  you  think  he  did  some  time  ago? 

Mr.  Hyatt.  No,  I  do  not  recollect  having  heard  a  salary  men- 
tioned as  to  him.  I  doubt  very  much  whether  he  draws  one,  but 
when  the  corporation  gets  going  on  its  own  hook  he  probably  will 
be  taken  in. 

Mr.  Jefferis.  Mr.  Critchfield  is  really  the  man,  as  I  understand 
it.  that  had  the  negotiations  with  the  Standard  Oil  Co.  to  have  them 
guarantee  the  proposition? 

Mr.  Hyatt.  Oh,  I  do  not  remember  who  had  the  negotiations, 
but  Mr.  Critchfield,  I  presume,  has  had  something  to  do  with  it, 
because  he  has  always  been  active  in  these  things,  more  active  per- 
haps than  I  have. 

Mr.  Graham,  Do  you  have  with  you  a  copy  of  your  contract  with 
the  Government  on  the  Fairmont  plant? 

Mr.  Hyatt.  No.  I  have  not,  Mr.  Graham.  I  presume  that  the  de- 
partment has  copies  of  it  in  its  files  which  would  be  accessible  to 


TESTIK0N7  OF  HS.  VAX  HOBNE— Becalled. 

Mr.  Garrett.  Mr,  Van  Home,  as  I  understand  the  elements  that 
you  took  into  consideration  in  fixing  this  salvage  value  or  in  agree- 
ing to  this  salvage  value  were  the  size  of  the  sheets? 
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Mr.  Van  Hobne.  That  was  a  large  consideration. 
Mr.  Gabbett.  The  charges  for  handling? 

Mr,  Van  Hobnb.  Yes,  sir. 

Mr.  Garrett.  And  the  i>rospective  freight  charges? 

Mr.  Van  Hobne.  Yea,  sir. 

Mr.  Oarbett.  If  it  were  sold  t«  other  concerns  and  had  to  be 
shipped? 

Mr.  Van  Hobne.  And  anticipated  depreciation  in  the  market. 

Mr.  Gabbbtt.  Just  what  do  you  mean  by  anticipated  deprecia- 
tion in  the  market? 

Mr.  Van  Horne.  That  there  would  be  a  further  reduction  in  the 
priee  of  tin  plate,  which  would  take  it  down  from  $7.35  to  $7  per 
b»ie  box. 

Mr.  Gabbett.  $7.35  being  the  market  price  at  that  time? 

Mr.  Van  Horne,  Yes,  sir. 

Mr,  Garrett,  That  was  for  standard  size? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Gahbbtt.  Fourteen  by  twenty? 

Mr.  Van  Hobne,  Fourteen  by  twenty-eight. 

Mr,  Garrett.  And  what  was  the  size  of  it? 

Mr.  Van  Hobne.  I  can  not  state,  offhand  [consulting  papers]. 
Some  of  it  is  243  by  2^,  90-pound;  22^  by  27|,  80-pound;  2£^  by  28, 
■^S — I  should  sav  gauge  instead  of  pound. 

Mr.  Garrett.  Take  that  22J  by  28, 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Gahrett.  What  does  that  bring? 

Mr.  Van  Hobne.  It  was  all  settled  on  the  same  basis,  $5.50. 

Mr.  Garrett.  $5.50,  That  does  not  mean  for  the  same  number 
i>f  plates  that  size  as  of  14  by  28.  Is  it  the  surface  measurement 
that  you  take  into  consideration? 

Mr.  Van  Hobne.  It  is  figured  out  into  base  boxes,  that  is  to  ex- 
actly what  amount  of  that  size  of  tin  plate  and  weight  it  would 
lake  to  make  a  base  box. 

Mr.  Garrett.  Of  standard  size? 

Mr.  Van  Hobne.  Yes,  sir.  I  am  not  sufficiently  well  familiar 
now  with  the  exact  figures  on  that  to  say. 

Mr.  Gabbett.  How  many  sheets  of  tin  in  a  base  box? 

Mr.  Van  Hobnr.  It  depends  upon  the  guage. 

Mr.  Gabbett.  Well,  14  by  20? 

Mr.  Van  Horne.  It  depends  upon  the  ^uge. 

Mr.  Garrett.  By  that  you  mean  the  thickness  of  it? 

Mr.  Van  Hobne.  Yes,  sir. 

Mr.  Gabbett.  Therefore,  when  you  say  20-gauge  you  refer  to 
the  thickness  of  the  tin  t 

Mr.  Van  Hobne.  Yes,  sir. 

Mr.  Gabbett.  What  was  the  gauge  of  this  22  by  28? 

Mr.  Van  Horne.  38-gauge. 

Mr.  Garreft.  How  many  sheets  would  there  be  in  a  base  box? 

Mr.  Van  Hobne.  I  do  not  remember. 

Mr.  Gabrbtt.  When  you  speak  of  a  market  price  of  $7.35,  what 
IE  meant  by4hat? 

Mr.  Van  Horne.  That  represents  the  offering  at  the  mills  1  o.  b. 
Pitt^Hirgh. 
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Mr.  Gaeebtt.  This  $7.75  price  was  a  Government-fixed  price,  was 
it  not! 

Mr.  Van  Hobne.  I  believe  it  was. 

Mr.  Garrett.  That  is  in  the  testimony  here, 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Gabbbit.  But  the  $7.35  was  nott 

Mr.  Van  Horne.  I  think  the  $7.35  was  also,  although  I  am  not 
positive  that  it  was. 

Mr.  Garrett.  That  $7.35  was  what  was  being  quoted  at  the  mills 
to  the  trade ! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garrett.  That  is  what  they  were  asking  for  it! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garrett.  As  a  matter  of  fact  did  you  investigate  to  ascer- 
tain whether  there  was  any  movement  or  not  at  that  price  from 
the  fields ! 

Mr.  Van  Horne.  Yes,  sir;  I  did.  There  was  very  little  tin  plate 
moved  at  the  mills  from  the  best  information  obtainable  at  that 
time  at  that  price.  In  fact,  I  was  told  that  there  were  purchases 
being  made  as  low  as  $7  at  that  time. 

Mr.  Gabrett.  Were  there  many  purchases  being  made  at  $7,  do 
you  know! 

Mr.  Van  Horne.  Very,  veir  little.  The  can  industry  was  in  a 
very  bad  state  at  that  time.    There  were  very  few  companies  doing 


Mr.  Garrett.  Was  it  suitable  for  anj^hing  except  making  cans! 

Mr.  Van  Horne.  I  am  not  in  position  to  state  as  to  that.  I  do  not 
believe  it  was. 

Mr.  Garrett.  That  is  what  it  was  bought  for  by  the  Government. 

Mr.  Van  Horne.  Well,  it  was  not  bought  for  the  Government. 

Mr.  Garrett.  I  mean  contracted  for  by  the  Government! 

Mr.  Van  Horne.  Yes,  sir.  However,  38  gauge  tin  is  not  very 
suitable  for  making  cans  out  of.  I  do  not  say  that  you  can  not  do  it, 
but  it  is  not  usual. 

Mr.  Garrett.  Is  it  too  thick! 

Mr.  Van  Horne.  No;  too  thin.    You  can  tear  it  with  your  fingers. 

Mr.  Garrett,  For  what  was  that  used! 

Mr.  Van  Horne.  That  was  used  for  the  tops  of  cans  so  they  could 
be  easily  cut  out.  Possibly  you  have  seen  tobacco  cans  that  you  can 
open  up  and  twist  open  verv  easily.  As  1  say,  you  can  tear  it  with 
your  fingers.    It  is  something  that  is  very  little  used  now. 

Mr.  Graham.  Often  times  the  tops  of  some  of  these  oblong  cans 
is  of  38-gauge  tin  for  ease  in  opening! 

Mr.  Van  Horne.  They  are  very  little  used  any  more.  The  tobacco 
companies  have  almost  discontinued  them — I  believe  they  have  done 
so  entirely. 

Mr.  Graham.  Do  you  know  Mr.  James  Clark,  of  the  Clark  Can 
Co.! 

Mr.  Van  Hobne.  I  never  heard  of  thegentleman. 

Mr,  Graham.  Of  Philadelphia,  Pa.  Do  you  know  anything  about 
the  Clark  Can  Co.? 

Mr.  Van  Horne.  No,  sir. 

Mr.  Graham.  You  have  had  no  negotiations  with  that  company? 

Mr.  Van  Horne.  No,  sir, 
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Hr.  Gbahau.  For  coDtracta  of  any  kindt 

Mr,  Van  Hobnb.  No,  sit. 

Mr.  Gkaham.  Do  you  know  Mr.  Harry  M.  Hatch,  director  of  sales 
uhI  manufactures  of  the  Elwood-Meyere  Co.,  of  Springfield,  Ohio? 

Mr.  Van  Horne.  No,  sir. 

Mr.  Gkaham.  Did  you  ever  have  any  negotiations  with  that  com- 
puiT? 

Mr.  Van  Hobnb.  No,  sir. 

Mr.  Graham.  About  the  manufacture  of  cans? 

Mr.  Van  Horne.  I  naturally  would  not  have  placed  any  contracts 
in  Springfield  because  there  were  no  cracker  manufacturers  there. 
These  contracts  had  to  be  placed  in  very  close  vicinity  to  a  cracker 
miniifacturer.    It  was  not  practical  to  ^ip  them. 

Mr.  Graham.  It  was  not  practical  to  ship  the  cans! 

Mr.  Van  Hcanb.  No,  sir;  it  was  not;  no,  air.  They  were  gener- 
lUy  hauled  by  truck,  except  in  one  mstance  in  Baltimore  there  was 
tn  overproduction  of  cans  there,  more  than  the  hard-bread  manu- 
ficturers  could  take  care  of,  and  a  few  were  shipped  up  to  Philadel- 
pbii  to  be  filled. 

Mr.  Gbahah.  What  Baltimore  concern  did  you  have  a  contract 
with! 

Mr.  Van  H(»tKE.  I  did  not  make  any  of  those  contracts. 

Mr.  Graham.  Well,  do  you  know? 

Mr.  Van  Horne.  I  did  know,  but  I  am  positive  now  there  was 
foar  or  five  contracts  there.  They  manufactured  comparatively  few 
ana. 

Mr.  Gkaham.  Do  you  know  Mr,  J.  H.  Klingstine,  of  the  Tin  Deco- 
ftting  Co.,  of  Baltimore  f 

Mr.  Van  Horne.  No,  sir. 

Mr.  Graham.  Did  you  ever  have  any  dealing  with  the  Tin  Deco- 
rating Co. » 

Mr.  Van  Hobnb.  I  was  in  Baltimore  at  one  time  in -an  advisory 
rapacity,  sent  one  day  there,  and  called  on  several  can  manufacturers 
t<^her  with  a  representative  from  Washington  and  a  representative 
from  the  Baltimore  people.  I  took  no  part  in  the  negotiations  and 
I  even  forget  now  who  I  did  call  on.  It  is  very  possible  that  I  was 
in  their  factory. 

Mr.  Graham.  The  Tin  Decorating  Co.  had  a  contract  for  the  Gov- 
(mment  upon  which  a  claim  was  filed. 

Mr.  Van  Horne.  I  believe  that  was  one  of  the  cases.  I  was  in 
tbfir  ofGce. 

Mr.  Graham.  You  did  not  have  that  claim  for  investigation  ? 

Mr.  Van  Hornb.  No,  sir ;  merely  I  was  down  there  one  day  to  act 
in  an  advisory  rapacity.  I  have  no  record  of  the  meeting  and  I 
woold  not  attempt  to  t^ify  as  to  what  happened. 

Mr.  Graham.  Do  you  know  whether  anything  of  the  original  con- 
tract of  the  American  Can  Co.  or  any  of  their  subsidiary  companies 
w«s  modified  by  parole  in  any  way  n-om  the  written  contract? 

Mr.  Van  Hornk.  I  do  not  think  I  know  exactly  what  you  mean  by 
parole. 

Mr,  Graham.  By  oral  agreement.  For  instance,  did  anything  of 
this  sort  occur  after  the  original  contract  was  entered  into ;  was  there 
any  oral  agreement  between  any  of  the  representatives  of  the  Gov- 
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emment  whereby  facilities  not  mentioned  in  the  written  contract 
were  added? 

Mr.  Van  Hohne.  There  were  no  facilities  added  in  the  original 
contract  of  any  kind. 
Mr.  Graham.  No  faciUties  were  mentioned? 
Mr.  Van  Horne.  No,  sir. 
Mr.  Graham,  All  those  were  made  by  verbal  agreement? 

Mr,  Van  Horne,  There  was  no  necessity  to  make  any  verbal  agree- 
ment. There  was  no  mention  of  special  facilities  in  placing  the  con- 
tract except  as  to  the  possibility  of  getting  it  out.  It  did  not  go 
into  the  question  of  price  excepting — well,  I  will  not  say  it  did  not 
go  into  the  question  of  price,  but  it  did  not  go  into  a  consideration  in 
any  way  whatsoever.  They  were  not  mentioned  in  any  of  the  con- 
tracts I  have  ever  seen  there  at  the  New  York  depot. 

Mr.  Graham.  Well,  the  Government  did  assume,  however,  some  re- 
sponsibility in  connection  with  the  putting  in  of  these  special  facili- 
ties? 

Mr.  Van  Horne.  They  assume  responsibility  for  the  completion  of 
the  contracts.  There  was  no  clause  for  canceflation  excepting  in  the 
one  contract  in  New  York.  The  Government  was  liable  for  the  com- 
pletion of  that  contract ;  therefore  it  was  not  necessary  for  the  con- 
tractor to  take  into  consideration  special  facilities  in  making  the 
contract  until  there  was  a  cancellation  put  in. 

Mr.  Graham.  How  much  time  did  you  devote  personally  to  the 
negotiations  touching  the  settlement  of  this  claim,  Mr.  Van  Horne. 
do  you  remember? 

Mr.  Van  Horne.  As  to  this  particular  claim  it  is  rather  hard  to 
say.  I  settled  practically  all  my  hard-bread  cases  before  I  took  up 
the  American  Can  case,  and  the  whole  thing  covered  a  period  of  from 
shortly  after  the  signing  of  the  armistice  up  to  the  date  of  the  termina- 
tion of  the  contract,  which  was  along  in  February. 

Mr.  Graham.  Were  they  settled  on  this  same  salvage  basis? 

Mr.  Van  Hornb.  Not  exactly  the  same. 

Mr.  Graham.  What  was  the  salvage  basis  on  the  tin  ? 

Mr.  Van  Horne.  I  can  not  state  offhand. 

Mr.  Graham.  Practically  the  same? 

Mr.  Van  Horne.  About  $5.50. 

Mr.  Graham.  Practically  $5,50? 

Mr.  Van  Hornb.  Approximately,  yes.  All  the  rest  of  the  cases 
were  very  much  smaller  and  where  you  have  a  smaller  quantity  of  tin 
plate  it  is  very  much  easier  to  dispose  of  it  than  if  it  is  a  large  quan- 
tity. 

Mr.  Graham.  Did  the  companies  having  stock  on  hand  take  them 
in  all  instances,  or  did  you  sell  some  to  others? 

Mr.  Van  Horne.  In  all  cases  they  took  it  over.  I  always  found  I 
could  get  a  better  settlement  bv  the  contractor  taking  over  the  mate- 
rial and  facilities,  than  I  could  by  selling  them  otherwise. 

Mr,  Graham.  Your  estimate,  I  believe,  was  for  the  cost,  about  50 
cents  for  handling? 

Mr.  Van  Horne.  And  carrying  charges. 

Mr,  Garrett.  What  do  you,  mean  by  "  carrying  charges  "  ?  Inter- 
est on  money  ? 

Mr.  Van  Hokne.  Interest  on  money  and  storing. 
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Hr.  Garbett.  In  the  ordinary  contracts  on  steel  from  the  mills  to 
tbe  consumer  is  the  price  f.  o.  b.  at  the  mill ! 

Mr,  Van  Hornb.  F.  o.  b.  Pittsburgh  is  the  customary  way  of  sell- 
injctin  plate;-yes.  That  is  the  way  all  prices  are  figured,  no  matter 
bam  vhere  they  are  shipped. 

Mr.  Graham.  Were  you  directed  by  any  one  of  your  superiors  in 
office  as  to  what  contracts  you  should  enter  into  and  how  many  cans 
should  be  made? 

Mr.  Van  Horke.  I  was  directed  by  Washington  as  to  that,  the 
Quartermaster  General's  Office. 

Mr.  Gkabam.  The  Quartermaster  General's  Office  directed  you 
bow  many  to  buy  t 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  Was  any  fixed  policy  laid  down  as  to  how  large 
purchases  to  maket 

Mr.  Van  Horne.  No,  sir.  They  were  determined  entirely  by  the 
raqaisitions  from  overseas. 

Mr.  Graham.  As  a  matter  of  fact — I  do  not  know  whether  you 
boT  it  or  not — there  were  but  30,000,000  cans,  hard-bread  cans, 
shipped  overseas,  as  the  record  shows.  You  ordered  150,000,000  of 
tbem.  What  I  am  wondering  is  why  it  was  advisable  to  order  such 
t  lirge  amount  of  bread  cans,  in  view  of  the  fact  that  yon  had  not 
Bsed  any  more.     Do  you  know  anything  about  that? 

Mr.  Van  Hornb.  I  believe  I  am  safe  in  saying  that  it  took  the 
Kcrtge  factory  about  three  months  to  equip  itself  to  turn  out  hard- 
bretd  cans. 

Mr.  Gbabam.  There   were   many    factories    that   were    already 
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Van  Hobne.  There  was  no  factory,  to  the  best  of  my  knowl- 
(dse,  that  was  equipped  to  turn  out  a  hara-bread  can. 

Mr.  Grabah.  Yet  you  had  made  contracts,  had  you  not! 

Mr.  Van  Hobne.  Oh,  yes;  but  I  mean  originally,  when  we  first 
duted. 

Mr.  Graham.  You  made  a  15.000,000-can  contract  with  the  Ameri- 
on  Can  Co.  three  days  before  the  armistice. 

Mr.  Van  Horne.  Well,  the  contract  was  dated  at  Washington  that 
date,  but  it  had  been  negotiated  some  time  before,  and  it  took  quite 
» long  time  before  the  contract  was  delivered. 

Mr.  Graiiah.  Whv,  many  of  these  contracts  were  informal  and 
entered  into  in  an  informal  way.  Why  was  it  necessary  to  take  such 
I  long  time  ? 

Mr.  Van  Hori^e.  I  could  not  exactly  state,  because  I  do  not  know 
ihe  exact  procedure  of  drawing  a  contract.  I  negotiated  the  con- 
tract and  after  I  turned  the  papers  over  to  be  drawn  it  would  always 
be  auite  considerable  time  before  a  contract  was  received. 

Mr.  Graham.  How  long? 

Mr,  Van  Horne,  I  could  not  tell  exactly, 

Mr.  Graham.  Then  why  did  you  say  it  would  be  a  long  time! 

Mr.  Van  Horne.  Several  weeks,  generally  speaking. 

Mr.  Graham.  You  said  that  one  of  the  reasons  for  making  con- 
tracts in  advance  was  that  it  took  a  long  time  to  get  them  made. 
Now.  you  ought  to  have  something  in  your  own  mind  upon  which  to 
baaethat. 
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Mr.  Van  Hobne.  Approximately  a  month. 

Mr.  Graham.  So  from  the  time  that  anybody  ordered  anything  on 
a  requisition  it  would  take  about  a  month  to  get  a  contract } 

Mr.  Van  Horne.  In  some  cases. 

Mr.  Graham.  Was  that  the  majority  rule? 

Mr.  Van  Hobnb.  On  large  contracts. 

Mr.  Graham.  Well,  on  these  bread-can  contracts! 

Mr.  Van  Hobne.  Yes,  sir. 

Mr.  Graham.  Could  not  that  have  been  shortened  up  in  some  way  ! 

Mr.  Van  Horne.  I  know  nothing  whatsoever  as  to  that. 

Mr.  Graham.  The  fact  remains  that  up  to  the  time  of  the  signing 
of  the  armistice  but  30,000,000  cans  had  been  shipped  overseas  with 
bread  in  them.  That  is  what  the  record  shows;  tnat  15,000,000  tons 
of  bread  were  shipped  overseas,  and,  of  course,  that  would  be  30,000,- 
000  cans,  and  yet  just  a  few  days  before  the  armistice  you  ordered 
15,000,000  more  cans.    Do  you  know  any  reason  for  that  shortage  ! 

Mr.  Van  Hobne.  Why,  yes.  That  contract,  I  believe,  called  for 
delivery  of  approximately  300,000  cans  a  day.  That  contract  would 
be  completed  in  50  days.  I  do  not  believe  that  anybody  had  any  idea 
the  war  was  going  to  end  when  it  did.    I  am  sure  I  did  not. 

Mr.  Graham.  How  many  cans  do  you  presume  had  been  made  up 
to  this  time  out  of  this  150,000,000!  On  this  last  contract,  how 
many  do  you  suppose  had  becui  made! 

Mr.  Van  Horne.  We  had  a  large  number  of  can  contracts  outside 
of  this  New  York  zone  occupied  by  tiie  American  Can  Co.  The  New 
York  zone  included  New  York,  Pennsylvania,  and  New  Jersey. 

Mr.  Graham.  Do  you  know  where  the  rest  of  the  bread  cans  are 
that  have  not  been  used! 

Mr.  Van  Horne.  Every  can  that  was  manufactured,  to  the  best  of 
my  knowledge  and  belief  was  shipped  overseas. 

Mr.  Graham.  Well,  the  records  do  not  show  it,  unless  they 'were 
sent  over  since  the  armistice. 

Mr.  Van  Horne.  There  was  some  hard  bread  shipped  over  since 
the  armistice  and  several  million  cans  were  utilized  for  sending 
candy  over  after  the  signing  of  the  armistice. 

Mr.  Graham.  For  shipping  candy! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  These  hard  bread  cans! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  What  kind  of  candy! 

Mr.  Van  Hobne.  Hard  candy. 

Mr.  Graham,  Do  you  know  how  many  million  cans  were  utilized 
for  that! 

Mr.  Van  Horne.  No;  I  am  not  positive,  but  I  think  it  was  three 
or  four  million  cans. 

Mr.  Graham.  Well,  what  was  done  with  the  rest  of  them! 

Mr.  Van  Horne.  To  the  best  of  my  knowledge,  there  are  no  hard- 
bread  cans  in  this  country.    They  were  all  shipped  overseas. 

Mr.  Graham.  Have  not  hard  bread  cans  men  shipped  over  since 
the  armistice  with  hard  bread  in  them? 

Mr.  Van  Hohng.  There  was  shipments  going  out  daily,  very  large 
shipments  going  out  daily,  and  1  do  not  believe  they  were  stopped 
immediately,  because  I  believe  all  that  were  filled  were  shipped  over- 


itv  Google 


teas,  and  I  believe  it  was  about  10  days  or  2  weeks  befcnre  we  entirely 
suspended  operations — all  of  that — -hard  bread  was  shipped  over- 
sets. 

Mr.  Grauah.  I  suppose  your  opinion  about  that  is  not  very  re- 
liible.  You  are  not  advised  of  that — you  were  not  advised  about 
thit,  were  you! 

Jfr.  Van  Hobse.  As  to  whether  it  went  overseas  or  not? 

Mr.  Graham.  Yes. 

Mr.  Van  Horne.  I  believe  I  am  absolutely  correct  on  that  There 
miy  be  some  that  were  packed  in  trench  ration  containers  for  the 
men  overseas. 

Mr.  Graham.  How  many. cans  were  furnished  by  the  American 
Can  Co.  on  their  contract  alone? 

Mr.  Van  Hobne.  I  can  not  tell  you  offhand.  I  can  tell  you  in  a 
TMT  few  moments  [consulting  papers]. 

3«r.  Ghaham.  Can  you  tell  us  by  reference  to  the  papers  you  have 
in  your  hand  if  these  various  contracts  that  appear  in  the  records 
here  and  see  if  we  can  not  find  out  what  they  were. 

Mr.  Van  Hobne,  On  the  New  York  contract,  the  four  under  con- 
sideration here,  there  were  47,226,017  cans. 

Mr.  Gr-vham.  And  how  many  were  deliverey  from  others! 

Mr.  Van  Hobne.  There  were  two  previous  contracts  in  New  York 
City  of  2,000,000  each,  one  of  which  was  completed  and  the  other, 
I  believe  there  was  about  1,000,000;  the  other  million  was  canceled. 

Mr.  Graham.  That  is  3,000,000. 

Mr.  Van  Horne.  Yes;  that  is  about  3,000,000  in  addition  to  this 
47WO.OOO. 

Mr.  Gbahah.  Kow,  how  many  did  you  have  from  Long  Island 
4Dd  Chicago! 

Mr.  Van  Hosne.  That  amount  includes  the  lUsley  and  both  fac- 
tories in  New  York  Citv. 

Mr.  Jefferis.  The  47",000,000  included  New  York  aty. 

Mr.  Graham.  How  about  the  Miami  factory! 

Mr.  Van  Horne.  You  mean  the  Cl}icago  factory! 

Mr.  Graham.  Yes. 

Mr.  Van  Hobne.  I  am  not  positive  that  I  have  that  statement 
here.  On  the  15,000,000  contract  I  know  there  was  not  very  many 
deliver^,  and  I  forget  how  many  contracts  there  were  out  there 
previously,  but  I  know  there  had  been  several  ntillions. 

Mr.  Gbaham.  Page  972  saya  1,464,597. 

Mr.  Van  Horne.  This  is  the  Chicago  contract.-  There  was  one 
contract  for  10,000,000  delivered  out  there. 

Mr.  Gr.\rau.  That  was  finished! 

Mr.  Van  Horne.  That  was  completed;  and  there  were  four  con- 


Mr.  Graham  (interposing).  That  was  a  part  of  the  47,000,000! 

Mr.  Van  Hobne.  My  recollection  is  not  exactly  clear  on  that.  No, 
sir:  that  was  not  a  part  of  the  47,000,000. 

Mr.  Graham.  All  right;  that  is  another  10,000,000. 

Mr.  Van  Horne.  There  were  other  contracts  in  Chicago  previous 
to  that,  but  I  do  not  exactly  know  how  many  tliere  were;  not  very 
manv.    There  were  other  large  contrnct-s  in  Chicago. 

ilr.  Graham.  Now.  at  St.  Paul  you  delivered  884,000! 
Mr.  Van  Hobne.  Yes,  sir. 
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Mr.  Gkaham.  And  New  Orleans  163,064? 

Mr.  Van  Horne.  There  were  also  se>-eral  million  at  Philadelphia. 
There  were  as  least  six  or  seven  million  from  Dayton,  Ohio.  There 
werG  a,  couple  of  million  from  Buffalo ;  approximately  a  million  from 
Pittsbureh ;  and  there  were  other  large  contracts  in  Chicago  which 
delivered— I  can  not  say  offliand  how  many.  A  fair  estimate  would 
be  at  least  seven  or  eight  million. 

Mr.  Geaham.  Well,  you  have  got  80,000,000  cans  now? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  So  far  as  the  record  shows  up  until  the  signing  of 
the  armistice  30,000,000  of  them  were  shipped  overseas  and  you  speak 
of  about  3,000,000  that  have  been  shipped  since  with  candy  in  them. 

Mr.  Van  Hobne.  Yes,  sir. 

Mr.  Graham.  What  had  become  of  the  rest  of  the  cans? 

Mr,  Van  Horne.  Gone  overseas. 

Mr.  Graham.  With  bread  in  them  ? 

Mr.  Van  Horne.  With  bread  in  them;  yes,  sir. 

Mr.  Graham.  Since  the  armistice? 

Mr.  Van  Horne.  Mostly  before. 

Mr.  Graham,  The  record  contradicts  you  on  that,  Mr.  Van  Home. 
The  record  that  we  have  comes  from  the  department  direct,  showing 
the  amount  they  delivered  up  to  November  H  is  15,000,000  pounds. 

Mr.  Van  Horne.  I  can  not  help  what  the  records  show.  All  I 
know  is  those  cans  were  filled  with  hard  bread,  left  our  factory  to 
go  overseas,  and  the  reports  to  me  were  that  they  were  sent.  They 
were  all  delivered  directly  to  the  docks  or  to  Busch  Terminal,  where 
they  were  packed  for  shipment  overseas.  Many  of  those  were 
packed  in  large  drums.  I  can  easily  show  why  the  record  only 
shows  15,000,000  pounds  of  hard  breact  shipped  overseas. 

Mr.  Graham.  Why? 

Mr  Van  Horne.  Cans  of  this  bread  went  over  in  galvanized  iron 
container!)  containing  also  canned  meats  and  soluble  coffee,  packed 
in  hermetically  sealed  galvanized  iron  containers  for  use  in  the 
trenches.  They  did  not  go  over  as  hard  bread ;  they  went  over  as 
trench  rations. 

Mr.  Graham.  So  you  think  the  Quartermaster  Department  does 
not  know  how  much  hard  bread  they  sent  overseas? 

Mr.  Van  Hobne.  These  were  not  carried  as  hard  bread,  but  as  spe- 
cial resen^e  rations,  trench  rations,  as  we  call  them,  as  emergency 
rations.  There  was  a  great  deal  more  hard  bread  sent  over  that  way 
than  there  was  shipped  over  just  in  crates. 

Mr.  Graham.  On  page  868  of  the  record  appears  the  following : 

NOV-EUBEB    15,    191S. 

Mcnioniiiilnni, 

Friim :  Cnpt,  D.  E.  Orahem. 
To:  Capt.  Walker. 
Subject :  Hard  bread. 

1.  The  total  amount  of  liarrt  bread,  packed  for  overseas  shipment,  In  tins. 
In  transit:,  at  the  docbs  and  on  order,  1^  approximately  22,000,000  poinds.  Tbe 
average  price  Is  25]  cents  per  pound  f.  o.  b.  tbe  varlouB  ehlpping  points. 

Mr.  Van  Horne.  That  would  he  44,000,000  tins? 
Mr.  Graham.  Yes.     [Reading:] 

2.  The  amount  of  hard  bread  In  cartons  in  transit  In  dock  and  on  order, 
paelted  for  overseas  shipment  la  3,750,000  pounds.  The  average  price  Is  181 
cents  per  pound  f.  o,  b.  various  shlppliig  points. 
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3.  In  rasr  tbe  hard-bread  contracts.  In  tins  and  cartons,  are  to  be  canceled 
Id  acror^ance  with  request  of  Gen.  Rose  it  will  be  necessary  to  cancel  ap- 
pnnlniatflf  15,000,000  pounds  In  tins  and  1,700,000  pounds  In  cartons. 

1  Tbe  total  quantity  of  hard  bread  In  tins  floated  to  France  to  datn  Is  15,- 
fuiMO  pounds,  and  In  cartons  4.687,000  pounds. 

It  would  appear  that  if  the  amount  floated  to  France  were  15,~ 
S;.i.000  poun<k  tliere  would  be  about  31^00,000  tins. 

Mr.  G.utBBTT.  That  had  already  gone  and  now  there  were  22,- 
0111,000  on  the  docks  in  addition. 

Mr.  Vas  Horne,  On  contracts  on  the  docks. 

Mr.  Graham.  In  tins,  in  transit,  on  the  docks,  and  on  orders.    I 

Mr.  Van  Horke.  I  bee  pardon.    I  would  like  to  correct  one  point 
ih^re  at  issue.     That  is  that  the  contracts  for  hard  bread  did  not  nec- 
(KsirilT  coincide  with  contracts  for  hard  bread  tins. 
Ur. 'Graham.  Why* 
Mr.  Vas  Hobne.  They  were  entirely  separate  contracts,  except- 

m  in  one  instance  there  was  only  one  contract 

Mr,  Graham  (interposing).  But  the  hard  bread  went  in. 
Mr.  Van  Hoknb.  But  we  did  not  always  contract  for  hard  bread 
ibm  we  contracted  for  tins.    In  other  words,  there  may  have  been  a 
nod  many  more  tins  contracted  for  than  would  show  from  that 
rKord  there.     That  only  indicates  the  amount  of  hard  bread  con- 
trwted  for. 
Mr.  Gabrftt.  That  would  include  the  other  15,000,000? 
Mr.  Vas  Hokne.  No;  15,000,000  had  already  gone  overseas. 
<    Mr.  Garrett.  The  total  as  packed  for  overseas. 

Va.  Van  Horse.  That  had  not  been  shipped. 
j    Mr.  Gahrett.  Of  course,  that  is,  open  to  controversy  whether  that 

f  what  he  means. 
j     Mr.  Vas  Hdrhe.  I  feel  sure  that  is  what  he  means,  because  I  con- 
!  j-Ited  with  him  in  the  drawing  up  of  this  report. 
!     Mr.  Graham.  All  right,  let  us  leave  that.    You  say  the  handling 
:    hirges  were  50  cents  per  base  box? 
!     Mr,  Vas  Hobne.  Approximately. 

i     Mr.  Graham.  What  do  you  mean  by  handling  charges?     I  think 
I  It.  (Jarreft  asked  you  that,  but  let  me  ask  you  again. 
j     Mr.  Vas  Horne.  I  did  not  state  entirely  handling  charges.     I 
j  una  freight  from  the  factory. 

I     Mr.  Gbaham.  In  the  first  instance  you  replied  to  Mr.  Jefferis  that 
;  ibe  handling  charges  were' 50  cents  a  base  and  then  afterwards,  on 
{irther  eiamination  I  think  by  Mr.  Garrett  included  that  element 
of  freight. 
Mr.  Van  Horse.  Freight  and  carrying  chaises. 
Mr.  Gbaham.  What  do  you  mean  by  "carrying  charges"? 

Mr.  Vas  Hobne.  Interest,  storage 

Mr.  Gk.\hau.  Interest  on  whatf 
Mr.  Vas  Horne.  Interest  on  the  investment. 
Mr.  Gsaham.  Investment  on  the  tin  plate? 

Mr.  Van  Horne,  There  was  approximately  $75,000  worth  of  tin 
plate  on  hand. 
Mr. Graham.  Investment  in  the  tin  plate,  is  that  what  you  mean? 
Ml,  Van  Horse,  I  beg  pardon? 
"  Graham,  Do  you  mean  the  investment  in  the  tin  plate? 
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Mr.  Van  Horne.  That  means  an  average  of  4  cents  per  month,  I 
believe. 

Mr.  Graham.  So  that  is  what  you  mean  by  the  50  cents  per  base 
box,  is  it' 

Mr.  Van  Hornh.  Yes,  sir. 

Mr,  Graham.  How  do  you  arrive  -at  the  figure  of  50  cents  per  base 
box? 

Mr.  Van  Hobnb.  That  is  an  approximate  figure. 

Mr.  Graham.  Where  did  you  get  it! 

Mr.  Van  Horne.  I  forget  now  exactly  where — I  verified  it. 

Mr.  Graham.  How  could  you  verify  it  when  you  do  not  know  how 
long  they  had  carried  the  tin  plat«i 

Mr.  Van  Horne.  I  did  not  know  how  long  they  had  carried  the  tin 
plate. 

Mr.  Graham.  You  said  a  while  ago  you  had  not  looked  at  the 
invoices. 

Mr.  Van  Horne.  Not  in  all  cases,  but  in  some  cases. 

Mr.  Graham.  You  did  not  look  at  any  invoices? 

Mr.  Van  Horne.  Not  in  all  cases,   I  some  cases  I  did. 

Mr.  .Graham,  In  New  York  you  did  I 

Mr.  Van  Horne.  Yes,  sir.  I  left  that  to  the  Chicago  people  in 
■Chicago  and  the  New  Orleans  people  in  New  Orleans. 

Mr.  Graham.  Did  you  look  on  the  invoice  on  the  last  Chicago  con- 
tract where  they  ordered  15,000,000  tins? 

Mr.  Van  Horne.  No,  sir.  I  just  made  a  statement  that  I  did  not 
see  them.    I  left  that  to  the  Chicago  people. 

Mr.  Graham.  Yes;  you  say  after  the  contract  was  delivered,  in- 
voiced in  New  York  and  shipped  out  for  those  orders.  You  say  that 
they  had  bought  the  tin  plate  since  the  orders  were  given? 

Mr.  Van  Horne.  I  am  not  positive  that  I  verified  every  date  on 
the  invoices.    I  know  I  looked  for  invoices  and  asked  for  them. 

Mr.  Graham.  Are  you  ready  to  swear  to  this  committee  that  that 
lin  plate,  in  all  inst/inces  was  bought  after  the  contract  was  made  ? 

Mr.  Van  Horne,  No,  sir;  I  could  not  swear  to  that. 

Mr.  Graham.  How  could  an  allowance  for  salvage  or  the  purchase 
of  the  tin  plate  be  made  unless  the  tin  plate  was  bought  after  the 
contract  was  made  and  for  that  contract? 

Mr.  Van  Hokne,  Wc  were  allowed  to  consider  anything  that  was 
purchased  in  the  negotiations  on  the  contract. 

Mr.  Graham.  M'ell.  who  allowed  you  to.do  that? 

Tell,  I  can  not  say  who  the  (Jrcular  was  by,  nor 
;ircular  here.  Whether  it  was  just  a  ruling  bj- 
\T  not  I  am  not  positive, 

,  there  were  no  negotiations  for  the  conclusion 
Ifovcmber  4,  prior  to  the  time  when  the  contract 

b  always  took  quite  a  period  to  negotiate  these 
were  actually  drawn. 

it  a  fact  that  yon  ordered  from  the  American 
1,  and  that  when  you  thought  you  wanted  some 
you  simply  ordered  them  f 
o.  sir;  that  is  not  a  fact  at  all.     We  ordered  in 
and  as  a  verification  I  will  say  that  we  ordered 
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110,000,000  cans  at  one  time  in  New  York.  That  contract  called  for 
tbe  delivery  of  236,000  cans  per  day,  although  they  did  deliver  up  to 
400,000  cans  per  day. 

Jtr.  Grahau.  Your  judgment  about  50  cents  a  base  box  is  lai^ly 
b«sed  on  your  information  from  the  company  ( 

Mr.  Van  Hobke.  No,  sir;  not  entirely. 

ilr.  Graham.  What  is  it  based  ont  If  you  did  not  examine  the 
invoices,  and  if  the  stuff  was  not — if  jou  did  not  know  whether  the 
staff  was  in  all  castas  bought  for  that  particular  contract,  and  if  you 
did  not  know  how  long  on  hand,  how  can  you  figure  it? 

Mr.  Van  Horne.  1  could  not  figure  it  now  in  any  way.  I  would 
not  attempt  to,  because  it  has  been  some  months  since  I  did  that. 

Mr.  Ghahau,  How  did  you  do  itf 

Mr.  Van  Hornil  I  would  not  state. 

yST.  Grahau.  You  have  said  it  whs  50  cents  a  boxl 

Mr,  Van  Horne.  Yes,  sir ;  that  was  my  estimate  at  the  time. 

Mr.  Gbaham.  You  would  not  state  how  you  got  at  it? 

Mr.  Van  Hohne.  No,  sir;  I  would  not  attempt  to  state  it  now. 
I  knew  at  that  time. 

Mr,  Graham.  You  did  not  make  any  record  of  that  at  any  place? 

Mr.  Van  Hokne.  The  statement  is  in  the  papers;  yes,  sir. 

Mr.  Geaham.  Your  statement  is  in  the  papers? 

Mr.  Van  Horne.  The  statement  is  in  the  papers,  recommending 
the  making  of  these  contracts. 

Mr.  Graham,  Made  by  you! 

X!r.  Van  Horne.  As  dictated  by  me ;  yes,  sir. 

Mr.  Graham.  How  soon  were  these  various  contracts  canceled  after 
the  termination  of  hostilities  on  the  11th  of  November! 

Mr,  Van  Horne.  How  soon  were  they  canceled? 

Mr.  Graham.  How  soon  were  they  suspended? 

Mr.  Van  Horne.  I  believe,  approximately,  it  was  two  weeks  before 
production  was  entirely  stopped.  Immediately  the  production  was 
curtailed  and  it  was  gradually  reduced  until  entirely  stopped. 

Mr.  Graham.  Immediately  upon  the  suspension  of  the  contracts, 
did  you  begin  to  advise  with  these  people,  or,  not  advise,  but  take  up 
the  question  of  settlements? 

Mr.  Van  Horne.  Not  immediately,  because  I  did  not  have  the  pro- 
cedure at  once.  It  was  some  little  time  before  we  got  the  procedure 
fallv. 

Mr.  Graham.  You  waited  until  you  got  the  procedure  and  then 
started  on  this? 

ilr.  Van  Horne.  Yes,  sir.  We  could  not  well  proceed  until  a 
method  had  been  decided  upon. 

Mr.  Graham.  And  you  followed  in  all  instances  Circular  111  and 
the  other  instructions  that  were  pven  to  you  ? 

Mr.  Van  Horne.  Yes,  sir;  to  the  best  of  my  kn<4wledge  and  belief, 
I  did. 

Mr-  Graham.  These  circulars  instructed  you  in  settling  matters  of 
^lecial  facilities  that  you  should  allow  to  the  contractor  that  propor- 
tion of  the  cost  of  his  special  facilities  represented  by  the  ratio  that 
the  uncompleted  portion  of  the  contract  bore  to  the  completed  por- 
tion, 

Mr.  Van  Hokne.  Less  the  salvage  value. 
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Mr.  Graham.  In  that  respect  ytiu  followed  exactly  the  rules  that 
^were  laid  down  by  the  department  t 

Mr.  Van  Hobke.  Yes,  sir. 

Mr.  Grahau.  In  mailing  these  contracts  did  you  assume  for  the 
'Govemment  that  at  the  conclusion  of  the  contract  and  the  delivery 
of  the  goods  special  facilities  provided  would  belong  to  the  con- 
tractor or  to  the  Government! 

Mr.  Van  Horne.  They  would  belong  to  the  contractor, 

Mr.  Graham.  On  what  theory?    Just  explain  that. 

Mr,  Van  Horne.  There  is  no  theory  to  it  at  all,  it  Is  an  actual 
fact.  Those  special  facilities  were  not  mentioned  in  any  way  at  all 
in  the  contract. 

Mr.  Graham.  So  that  when  a  contract  was  entirely  complet«d  all 
special  facilities  were  to  belong  to  the  contractor! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  That  was  the  intention  all  along? 

Mr.  Van  Hobne.  Yes,  sir, 

Mr.  Graham.  That  was  the  idea  you  had  of  the  right  thing  to  do? 

Mr.  Van  Hobne.  Yes,  sir. 

Mr.  Gbahah.  You  understood,  didn't  you,  that  an  additional  price 
was  charged  to  the  Government  that  was  supposed  to  amortize  or 
take  care  of  the  cost  of  the  additional  facilities! 

Mr.  Van  Horne.  I  presume  that  was  included  in  their  estimate 
■of  cost. 

Mr.  Graham,  You  knew  it  was,  didn't  you? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  Take  these  cans  that  the  American  Can  Co.  agreed 
to  make  for  from  $55  a  thousand  up  to  as  much  as  $65  a  thousand, 
you  knew  that  they  charged  an  additional  price  in  order  to  take  care 
of  the  special  facilities  they  had  to  install  in  order  to  make  them  ? 

Mr.  Van  Horne.  I  presumed  they  were  doing  that. 

Mr.  Graham.  Was  it  your  theory  that  at  the  expiration  of  the  con- 
tract the  special  faciliti(«i  would  Iw  entirely  exhausted  and  used  up? 

Mr,  Van  Horne.  I  did  not  theorize  on  that  in  any  way  whatso- 
ever. 

Mr.  Gk-*ham.  If  the  Government  paid'  for  the  cost  of  the  special 
facilities  by  its  additional  price  that  it  paid  for  the  product,  will 
you  kindly  tell  me  for  my  own  satisfaction  and  information,  why  the 
Xiovernnient  should  pay  for  them  if  they  did  not  belong  to  the  Gov- 
ernment ? 

Mr.  Van  Horne.  Because  the  contract  did  not  so  state. 

Mr.  Graham.  Why  did  not  the  contract  so  state! 

Mr.  Van  Horne.  I  did  not  draw  the  contract, 

Mr.  Graham.  Did  you  ever  see  a  contract,  or  did  one  ever  go 
through  your  hands,  in  which  a  provision  was  made  as  to  the  dis- 
position of  these  facilities  at  the  end  of  the  contract! 

Mr.  Van  Horne.  No,  sir. 

Mr.  Graham.  You  concede,  do  you  not,  Mr.  Van  Horne,  that  the 
<^ntract  did  pay  for  these  special  facilities  by  way  of  increased 
price? 

Mr.  Van  Horne.  Up  to  a  certain  percentage  of  them ;  yes,  sir ;  but 
I  do  not  believe  entirely. 

Mr.  Graham.  It  did  in  this  can  company  contract,  didn't  it! 
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Mr.  Van  Hobne.  I  do  not  know,  but  do  not  believe  it  did. 

Mr.  Graham.  Why  didnt  it? 

Mr.  Van  Hornk,  Because  I  believe  consideration  was  taken  as  to 
the  usability  of  that  machinery  after  the  contract  was  completed. 
In  other  words,  what  they  fibred  that  some  of  their  machinery 
would  be  worth  something  after  the  contract  was  completed,  and  did 
net  Bgure  the  entire  cost.  That  is  my  recollection  of  the  negotia- 
tions, and  I  could  not  swear  to  that. 

Mr.  Gbaham.  They  charged  uiough  to  include  them,  didn't  theyt 

Mr,  Van  Hobne.  I  do  not  know. 

Mr.  Gbahah.  By  this  nile  that  the  Government  adopted  and  that 
you  were  compelled  to  follow,  you  liad  to  assume  that  the  property 
belonged  to  the  contractor  at  the  end  of  the  contract! 

Mr.  Van  Horne.  The  property  did  belong  to  the  contractor. 

Mr.  Gbaham.  You  had  to  assume  thatt 

Mr.  Van  Hobne.  It  did. 

Mr.  Gkahau.  You  had  to  assume  that  under  these  rules? 

Mr.  Vak  Hobne.  Yes,  sir. 

Mr,  Graham.  I  did  not  ask  you  whether  it  did  or  not,  but  whether 
you  assumed  that  in  view  of  your  instructions.  You  do  not  need  to 
pi  beyond  that  in  making  your  answer,  but  you  can  make  any  ex- 
planation you  wish  after  you  get  done,  I  want  to  ask  a  few  ques- 
tions now  on  this:  When  the  contract  was  terminated  before  the 
product  was  finished,  the  Government  was  expected  to  pay  for  the 
balance  of  the  special  facilities,  and  that  is  evidenced  by  the  uncom- 
pleted portion  of  the  contract! 

Mr.  Van  Hosne.  Yes,  sir. 

Mr.  Graham.  The  theory  being  this,  was  it  not,  that  the  Govem- 
ment  had  already  paid  for  that  portion  of  the  special  facilities  rep- 
resented by  the  completed  articles,  delivered,  and  that  in  addition 
to  that  it  ought  to  pay  the  balance  of  the  price  as  represented  by  the 
imciHDpleteajwrtion  f 

Hr.  Van  Horne.  I  do  not  know  what  the  theory  was  in  mind  when 
the  regulations  for  drawing  these  rules  for  terminating  these  con- 
tracts were  adopted ;  I  do  not  know  even  who  drew  them,  but  I  fol- 
lower! these  rules  as  laid  down  to  me. 

Mr.  Gbahah.  Well,  there  was  not  anything  else  you  could  do, 
could  you  t 

Mr.  Van  Horne.  No,  sir. 

Mr.  Gbahah,  You  had  to  settle  that  way  because  the  instructions 
were  that  you  should  settle  that  way ! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  Did  you  ever  pretend  to  exercise  your  discretion 
about  what  items  of  special  facilities  you  should  allow  and  what  not! 

Mr.  Van  Hobne.  No;  I  did  not  presume  to  go  beyond  the  instruo- 
tMHts  as  laid  down.    They  were  very  specific  as  to  that. 

Mr.  Graham,  Well,  suppose  a  man  came  in — a  manufacturer  who 
had  a  contract  for  cans  or  anything  else — and  he  makes  a  sworn 
statement  according  to  the  rules  that  he  bought  so-and-so,  and  men- 
tions a  long  list  of  machines  that  he  bought  with  which  to  do  this 
work;  Ton  did  not  go  behind  that  statement,  did  you? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  Did  you  investigate  and  see  whether  he  did  buy 
tboee  madiinest 
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Mr.  Van  Hor»e.  I  saw  the  invoices  of  all  machinery  and  equipment 
on  the  New  York  contract.  I  personally  verified  it  and  otherwise 
went  over  it  and  compared  prices  paid  as  compared  with  their  claim. 

Mr.  Grarah.  Did  j^ou  investigate  the  necessity  for  those  particu- 
lar machines  with  which  to  do  the  work? 

Mr.  Van  Horne.  I  verified  the  fact  that  the  machines  were  in  the 
factory  and  in  operation. 

Mr.  Graham.  Well,  did  you  ascertain  whether  it  was  necessary 
for  the  contractor  to  purchase  those  additional  facilities  in  order  to 
do  this  work  ? 

Mr.  Van  Hohnb,  Yes,  sir;  I  ktiew  it  was  necessary,  because  I  was 
in  the  factory  almost  daily,  and  was  very  much  interested  in  their 
production, 

Mr.  Graham.  What  factory  are  you  speaking  of! 

Mr.  Van  Horne.  The  Ilsley  and  Long  Island  City  factory. 

Mr.  Graham.  Were  those  factories  doing  any  other  kind  of  work 
at  tills  timet 

Mr.  Van  Horne.  The  Lone  Island  City  factory  never  did  any 
other  kind  of  work  than  hard-bread  manufacture. 

Mr.  Graham.  How  about  the  other  factory? 

Mr.  Van  Hobne.  There  was  some  other  work  going  on  there. 

Mr.  Graham.  What  kind  of  work? 

Mr.  Van  Horne.  Can  manufacturing,  mostly  large,  round  cans, 
as  I  remember.    I  am  not  positive  as  to  that 

Mr.  Graham.  I  notice  in  the  settlement  of  the  Chicago  contract 
a  veiT  large  amount  of  tin  plate  on  hand.  That  cost,  as  it  stated, 
$152,390.18.  That  is  on  page  993  of  our  record.  This  tin  plate, 
presumably,  was  purchased  for  the  completion  of  the  contract  entered 
into  November  4,  1918,  was  it  not? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  I  am  told  that  the  number  of  base  boxes  mentioned 
in  this  enumeration,  being  totalled  as  16,891  base  boxes,  213  base 
boxes,  788  base  voxes,  842  oase  boxes,  and  680  base  boxes,  would  fill 
several  railroad  cars.  This  contract  seems  to  have  been  entered 
into  on  the  4th  of  November.  Do  you  contend,  Mr.  Van  Home, 
or  do  you  state  that  this  tin  plate  was  purchased  for  this  particular 
contract  after  the  contract  was  entered  into? 

Mr.  Van  Horne.  I  do  not  care  to  make  any  statement  concern- 
ing that 

Mr.  Graham.  Well,  I  guess  that  is  all. 

Mr.  Garrett.  Why?  Because  you  don't  know?  Why  don't  you 
care  to  make  a  statement ;  because  you  do  not  know  the  facts  ? 

Mr.  Van  Horne.  I  am  not  ready  to  swear  to  the  facts,  as  my 
recollection  is  not  absolutely  clear  on  the  matter. 

Mr.  Garrett.  Very  well,  then. 

Mr.  Jepteris.  Do  I  understand  you,  Mr.  Van  Home,  that  you 
entered  into  these  contracts,  3660,  1042,  1043,  and  1047? 

Mr,  Van  Horne,  I  negotiated  the  contracts. 

Mr.  Jefteris.  That  is,  you  did  not  sign  the  contracts? 

Mr.  Van  Horne.  No,  sir. 

Mr.  Jefferis.  You  negotiated  them? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Jefferis.  Did  you  ever  see  the  contracts  after  they  were 
executed  ? 
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Mr.  Van  Hobnb.  I  saw  3660,  but  I  do  not  recall  that  I  ever  read 
orer  the  other  contracts. 

Mr.  jETFERia.  Wei],  none  of  these  contracts  had  any  provision  in 
it  ragardinfif  special  facilities  or  increased  machinery,  did  it? 

Mr.  Van  Horne.  To  the  best  of  my  knowledge  and  belief  they 
ilidnot 

Mr.  Jetfbkis.  And  none  of  these  contracts  had  anything  in  them 
itwut  renting  a  building  or  equipping  it,  or  anything  of  Uiat  kind, 
diditi 

Mr.  Van  HoitNe.  Not  to  my  knowledge;  although  it  was  known 
by  me  that  it  was  necessary. 

Mr.  Jefferis.  It  was  known  by  you  ? 

Mr.  Van  Hornz.  Yes,  sir.  In  fact,  the  building  was  approved  by 
Eoe— the  one  they  selected. 

Mr.  Jefferis.  The  Government  had  to  pay  for  that  lease  of  the 
boildinf,  as  I  understand  it,  in  this  claim,  something  like  $50,000. 

Mr.  Van  Horke.  I  do  not  remember  the  exact  figures. 

Mr.  Jefferis.  For  the  cancellation  of  the  lease  and  for  the  rent 
for  it  for  the  period  of  time  occupied! 

Mr.  Van  Hosne.  Yes,  sir. 

Mr.  Jefferia.  And  the  Government  had  to  pay  that  also,  didn't  it'i 

Mr.  Van  Horne.  Proportionately;  in  relation  to  the  proportion 
of  the  contract  that  they  had. 

Mr.  Jefferis.  When  a  claim  would  be  sent  to  you  for  settlement, 
*tn  you  provided  with  copies  of  the  contracts  or  were  you  simply 
prorided  with  this  order,  bupply  Circular  No.  111! 

Mr.  Van  Horne.  I  think  prooably  Supply  Circular  No.  Ill,  but  I 
fould  pet  a  copy  of  the  contract  at  any  time  I  wanted  it  from  the 
mntract  department.  I  did  have  contract  3660.  I  do  not  remember 
rading  over  the  other  contracts  specifically. 

Mr.  Jefferis.  When  you  went  to  negotiate  a  settlement,  your 
Sible  to  go  by  was  this  Supply  Circular  No.  Ill,  rather  than  tlie  terms 
»f  the  ctaitract! 

Mr.  Van  Horne.  Circular  No.  Ill,  unless  there  was  a  t«nninating 
'iiiise.    None  of  my  contracts  had  a  terminating  clause  in  them. 

Mr.  Jefferis.  As  a  matter  of  fa«t,  because  there  was  no  terminat- 
ing clause  in  the  contracts  the  contracts  really  in  effect  were  diare- 
nrded  and  vou  settled  according  to  Supply  Circular  No,  111? 

Mr.  \'an  Rorne.  I  believe  that  is  correct. 

Mr.  Jeffebib.  And  Supply  Circular  No.  Ill,  as  I  undei-stand  it. 
luthorizes  contractors  to  charge  in  special  facilities  and  increased 
iDichinerj-  that  tliey  purchased  for  performing  the  contract? 

Mr.  Van  Horne,  Yes,  sir. 

Mr.  Jefferis.  And  then  you.  accepting  and  being  guided  by  this 
Supply  Circular  No.  Ill,  followed  that  course  and  that  course 
ilone? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Jefferis.  Then  you  used  your  judgment,  I  take  it,  on  the 
^Ivige  values  of  these  things  as  liest  you  could,  with  what  informa- 
tion you  could  get? 

Mr.  Van  Horne.  With  what  information  I  could  obtain;  yes.  sir. 

Mr.  Jefferis.  I  believe  that  is  all. 
141211— 20— VOL  2 7i 
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Mr.  Garrett.  Mr.  Van  Home,  I  would  like  to  call  attention  to 
the  committee's  report,  and  I  lay  before  you  Part  19.  serial  6,  and 
ask  you  to  look  at  page  964.  That  seems  to  be  a  list  of  special  facil- 
ities, I  assume,  at  the  IsUey  factory! 

.Mr.  Van  Horne.  Yes,  sir. 

Mr,  Gaprett.  I  notice  that  there  are  three  colunuis  of  figures. 
For  the  purpose  of  illustration  I  will  take  the  first  item  mentioned 
under  this  head  of  special  facilities :  "  One  No.  13  Bliss  body  maker 
purchased  from  the  E.  W.  Bliss  Co."  In  the  first  cohmm  under  the 
head  of  "  Cost  value  "  is  rfiown  $4,452.  Does  tliat  represent  what  it 
cost  that  company? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garrett.  In  the  second  column  under  the  head  of  "Salvage 
\'alue "  there  is  shown  $500. 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garhett.  That  is  the  amount  which  the  company  was  willing 
to  take  it  at! 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garrett.  In  the  third  column,  under  the  head  of  "  Loss,"  are 
the  figures  "$3,952."  That  represents  the  difference  between  the 
cost  and  the  salvaged 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garrett.  That  is  true  of  all  the  items? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garretf.  The  grand  total  of  special  facilities  for  the  Ilsley 
factory  is:  Cost  value,  $34,717.28;  salvage  value,  $12,069.93;  loss, 
$22,647.35. 

Mr.  Van  Hohne.  Yes,  sir. 

Mr.  Garrett.  Then  I  note  these  words,  "  Compensation  claimed, 
82.58  per  cent  of  $22,647.35,  or  $7,367.18."  In  other  words,  this 
coinpany  claimed  as  compensation  32.58  per  cent  of  the  lossf 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garrett.  That  was  allowed,  was  it? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Garrett.  That  percentage  was  allowed? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Gahrbtt.  Can  you  state  to  the  committee  in  a  general  way  or 
specifically  Just  how  that  percentage  was  arrived  at  and  agreed 
upon  as  a  fair  percentage  to  be  allowed  ? 

Mr.  Van  Horne.  That  is  carrying  out  the  instructions  as  laid 
down  in  Circular  No,  111,  which  states  the  percentage  as  being  the 
uncompleted  portion  of  the  contract. 

Mr.  Garrett.  That  is  all. 

Mr.  Graham.  At  fhis  point  Mr.  Schmuck  has  offered  a  list  of 
12  questions  to  the  committee  which  he  asks  to  have  the  committee 
submit  to  the  witness  on  the  stand.  The  committee  has  examined 
the  questions,  and  some  seem  to  be  competent  and  some  are  not ;  some 
of  them  call  for  direct  facts,  while  some  of  them  call  for  communi- 
cations from  other  people  who  might  be  witnesses  here  but  are  not 
present,  and  therefore  would  call  for  ex  parte  statements  that  miglit 
be  introduced  without  the  right  of  cross-examination  under  oath. 
We  want  to  go  as  far  as  we  can,  and  we  will  ask  as  many  of  these 
questions  as  are  competent.  We  can  call  for  these  reports  and  ex- 
amine them,  and  they  are  competent  and  not  filled  with  extraneous 
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Biterial  ve  will  let  them  go  in.    If  they  are  just  ex  parte  statements, 

thCT  have  DO  place  in  this  record. 
The  first  auestion  is  this :  "  What  firm  offered  the  highest  price 

for  tin  platet " 

Mr.  Van  Horne.  I  received  one  firm  offer  for  tin  plate  involved 
in  the  American  Can  Co.  contracts  from  Shalita  Bros.,  New  York 
City. 

lir,  Gbahah.  The  next  question  submitted  by  Mr.  Schmuck  is: 
'What  price  was  offered ?  " 
Mr.  Van  Horne.  Five  dollars  per  base  box. 

Mr.  Graham.  Question  No.  3  submitted  is:  "What  would  be  the 
[Right  differential  as  affecting  this  price!"  I  do  not  know  what 
Mr.  Schmuck  refers  to,  but  probably  you  do. 

Hf.  Van  Horne.  I  am  not  in  a  position  to  state  that  exactly. 

Hr.  Schmuck.  May  I  at  this  point  interrupt  and  explain  thatt 

Mr.  Graham  (interposing).  We  prefer  to  proceed  in  an  orderly 
ny  and  finish  with  this  witness  and  then  if  you  have  any  testimony 
to  give  you  may  give  it. 

The  next  question  that  is  submitted  here  is  this :  "  Did  you  write 
Ur.  Frank  L&ndon  relative  to  the  market  price  for  tin?" 

Mr,  Van  Hornk.  I  did  not  write  him  but  I  had  a  conversation 
vith  him  and  a  letter  from  him. 

Mr.  Graham.  I  think  you  testified  about  him  in  your  examination 
in  chief. 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  About  your  communications  with  him? 

Mr.  Van  Horne.  Yes,  sir. 

Mr.  Graham.  Who  was  he? 

Mr.  Van  Horne.  He  was  connected  with  the  General  Can  Co,  of 
Chicago,  in.  At  one  time  he  was  appointed  on  a  commission  by  the 
Qoartermaster  General,  I  believe,  to  go  with  two  other  men  to  in- 
vestigate the  cost  of  hard  bread  cans  and  to  standardize  equipment 
UMJ  the  can  itself. 

Mr.  Graham.  The  next  question  submitted  here  is  question  No.  5, 
IB  follows :  "What  was  his  answer?  Please  submit  to  the  committee 
1  copy  of  his  letter," 

Mr.  Van  Horne.  Here  is  the  letter. 

Mr.  Graham.  The  next  question  submitted  here  is:  "Have  you 
o^ies  of  letters  written  to  you  by  various  dealers  making  offers  for 
nrious  items  of  machinery  ?" 

Mr.  Van  Horne.  Yes.  sir;  I  have  feveral. 

Mr.  Graham.  The  next  question  submitted  to  the  committee  is: 
"Pirase  submit  to  the  committee  copies  of  such  correspondence." 

Mr.  Van  Horne.  This  refers  to  special  facilities  only,  does  it? 

Mr.  Gr.\ham.  I  do  not  know. 

Mr,  Van  Horne.  I  have  other  letters  on  tin  plate,  if  you  desire 
them. 

Mr.  Graham.  I  have  read  the  question  submitted.  You  may  sub- 
mit the  letters  and  we  will  look  at  them. 

Mr.  Van  Horne.  All  right.    Hero  they  are. 

(The  witness  submitted  1-1  letters.) 

Mr.  Gr.\ham.  The  next  quc=itinn  submitted  is  question  No.  9: 
"Why  and  by  whom  was  the  proposed  settlement  with  the  Americiiu 
Um  Co,  submitted  to  the  Board  of  Appraisal?" 
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Mr.  Van  Hobne.  It  was  submitted  to  the  Board  of  Appraisal  on 
orders  from  the  Zone  Board  of  Contract  Review  by  Capt.  (Jeoi^e 
G.  Andrews. 

Mr,  Graham.  The  next  question  is:  "Hiive  you  a  copy  of  their 
report!" 

Mr.  Van  Hobne.  Yes,  sir;  I  have. 

Mr.  Graham.  The  next  question  in,  I>eing  No.  11 :  "Pleuse  submit 
it  to  the  committee." 

Mr.  Van  Horne.  Here  it  is. 

Mr.  <iR.AHAM.  Quei^tion  No,  12  la:  "  Please  submit  to  the  committee 
copies  of  vour  rt'iKirt  and  thtit  of  Lieut.  Dannemann  relative  to  the 
statements  made  to  the  New  York  Board  of  Zone  Review  wlien  these 
statements  were  under  consideration  by  said  board." 

Mr.  Van  Horne.  Here  are  the  reports  of  Lieut.  Dnnnemanii  and 
of  the  zone  supply  officer  at  New  York, 

Mr.  Graham.  We  will  take  the  time  to  look  these  over  to  see 
whether  they  are  relevant  and  should  become  a  part  of  the  record. 

Mr.  Van  Horne.  All  right;  I  am  submitting  them. 

(The  two  reports  referred  to  were  submitted  and  were  held  to  Iw 
immaterial  and  not  the  best  evidence  of  matters  therein  i-eferred  to.) 

TESTIHONT  OF  HB.  THOHAS  K.  SCHHUCE— Besnmed. 

Mr.  Garrett.  I  do  not  think  it  got  into  the  record  this  morning, 
but  if  I  nin  nii'tiiken  yim  nil!  correct  nie:  How  long  were  you  lon- 
iiecfod  with  the  \\'ar  Department? 

Mr.  SniMuCK.  Prior  to  the  war  I  had  l)een  a  National  Guard  offi- 
cer and  was  captain  in  the  First  Regiment,  First  Ohio  National 
Guard.  I  was  theii'after  discharged  for  physical  disability.  Thut 
was  about  the  time  we  entered  the  war.  My  eyesight  is  exti-emely  de- 
fective. I  have  exactly  0.0.5  vision  without  my  glasses,  which  is  very 
materially  below  par.  I  was  not  acceptable  as  a  line  officer,  I  was 
out  of  the  service  from  about  July  until  the  latter  part  of  December, 
when  I  succeeded  after  very  strenuous  endeavors  in  getting  back  into 
the  service.  I  did  not  succeed,  however,  in  getting  back  as  a  line 
officer,  but  was  then  commissioned  as  a  staff  officer  in  the  Military 
Inteliigence  Service,  from  December,  191S.  until  February  8.  1919, 
when  I  was  discharged.  During  my  service  as  military  intelligence 
officer  I  had  charge  originally  of  counter  espionage  in  the  central 
department,  and  some  time  prior  to  the  armistice  I  had  charge  of 
general  ccunterospionngo  in  the  United  States  among  the  civilian 
popnlation,  and  was  discharged  at  my  own  request  February  8,  1919. 
Rliortlv  thereafter  I  became  connected  with  the  Purchase,  Storage 
and  Traffic  Division,  and  T  think  it  was  about  February  22  or  23, 

■ime  I  was  attached  to  the  claims  board. 

Xpert  or  something  of  that  sort.     I  hc- 

d  of  Review,  Office  of  Director  of  Pur- 
and  I  followed  either  A.  M.  White,  a 

ard  or  succeeded  Capt.  Lee,  I  do  not  re- 

reafter  Gen.  William  H.  Rose,  Director 
the  Armv,  and  I  succeeded  him  as  a 

Office  of  Director  of  Purchase,  and  have 

■  since. 

II  in  that  service? 
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Mr.  ScHMccK.  I  RID  still  a  member  of  the  claims  board.  I  have 
served  continuously  since  my  appointment,  following  Gen.  Rose's 
I  ."iignation, 

Mr,  Gaebbtt.  What  is  your  profession? 

Mr.  8CUMUCE.  I  am  a  lawyer  by  profession.  I  am  a  member  of 
the  Cincinnati  bar. 

Mr.  Gabrett,  Have  you  held  any  oflicial  positions,  public  office  of 
anv  sort? 

Mr.  ScBMDCK.  Noj  sir;  I  have  never  held  public  office. 

(Thereupon  the  witness  was  excused.) 

Mr,  Graham.  Maj.  Holder,  who  will  you  have  next! 

Maj.  Holder,  I  would  sugcrest  that  you  hear  Mr.  St^in  next. 

Mr.  Graham.  All  right.  Mr.  Stein,  you  may  come  around  and  be 
sworn. 

lESmCOKY  OF  XB..  B.  F.  ST£Dr,  VICE  PBESIDENT  STEIN-BITHir 
CAKF  A  FIELS  EQTJIPHERT  CO.,  CBICAOO,  ILL. 

(The  witness  was  duly  sworn  by  Mr.  Graliam.) 

Mr.  Graham.  1  assume  that  you  are  a  member  of  the  Stein-Burn 
Cuiip  &  Field  Ekjuipment  Co. 

Mr.  Stein.  Yes,  sir;'  vice  pi-esident. 

Mr.  Graham.  Your  settlement  with  the  War  Department  claims 
board  has  been  gone  into  by  this  committee  to  some  extent,  and  1 
sappoee  you  are  here  in  that  matter.  I  have  been  told  that  you  are 
bere  voluntarily  in  order  to  make  some  suggestions  to  the  conunittee 
■bout  the  matter  in  some  ways.  We  will  be  glad  to  hear  any  state- 
ments you  care  to  make  about  it. 

I  mi^t,  however,  ask  you,  as  I  have  these  other  witnesses — and 
1  do  not  want  you  to  take  any  personal  offense  at  it— if  you  waive 
»ny  immimity  that  might  arise  to  you  by  virtue  of  your  testifying 
in  this  matter. 

Mr.  Stein.  Just  by  way  of  correction,  I  want  to  say  that  I  did  not 
conie  on  to  make  any  suggestions  to  the  committee.  I  cunie  on  to 
see  what  it  was  all  about,  because  I  had  not  been  informed  us  lo 
»hat  it  was.  I  saw  something  in  the  newspaper,  and  who  ever  gi.ve 
tbc  article  out  was  grossly  misinformed,  and  I  tliought  as  long  a.=  I 
had  business  in  Sew  York  I  would  stop  off  here.  I  had  not  intcndftd 
to  come  for  several  days,  but  I  heard  that  this  committee  wa^  in 
sEsdon.  and  thought  I  had  better  push  my  visit  up  a  day  or  two  .ind 
oome  on. 

Mr.  Graham.  Well,  do  you  want  to  make  any  statements  to  ns 
tbout  it? 

Mr.  Stein.  Yes;  I  should  like  to. 

Mr.  Graham.  Well,  I  will  repeat  my  inquiry;  Do  you  waive  any 
immunity  that  might  accrue  to  you  by  virtue  of  your  testimony  i 

Mr.  Stisn.  If  you  will  just  explain  that  to  me.  I  will  be  glad  to; 
possiblv  I  do  not  understand  it. 

Mr.  Graham.  There  is  a  niling  of  the  Supreme  Court,  and  it  has 
heea  made  on  many  occasions,  as  I  understand  it,  that  a  witness  who 
his  testified  before  a  congressional  inquiry,  immunizes  himself.  That 
tt,  it  is  impossible  to  prosecute  him  or  his  company  thereafter  on 
K«ount  of  any  supposed  crime  that  might  have  arisen  out  of  the 
tnassction  relative  to  which  he  testifies.    Do  you  understand? 
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Mr.  Stein.  1  jruess  so. 

Mr,  Graham.  Therefore,  before  you  make  a  statement.  I  want  to 
know — and  1  am  mnkinf;  no  imputations  or  charges,  and  want  you 
to  understand  thnt — but  this  committee  does  not  want  to  do  any- 
thing that  will  interfere  with  the  Department  of  Justice  in  the 
future,  and  s-o  we  are  asking  wilnest-es  who  appear  here  on  the  stand, 
find  I  am  now  ai^king  yon  if  you  ai-e  willing  to  waive  any  immunity  ? 

Mr.  Steix.  Absohitely. 

Mr.  Graham.  You  nniy  give  any  facts  relative  to  this  matter  as 
to  the  allowance  of  this  claim,  Wc  liave  gone  info  three  claims  that 
have  been  allowed.  That  of  your  company  for  cooks'  chests,  iiroless 
cookers,  and  bread  boxes.  Anything  pertaining  to  these  matters 
thnt  you  may  wi^li  tn  sav  you  kkiv  state  now, 

Mr.  Steix.  Tlie  only  inforir.atiun  I  have  had  on  the  investigation 
has  been  what  I  ;aw  in  flie  newspapers.  I  saw  a  little  suuib  in  a. 
Chicago  paper  which  stated  that  ^tatei-ienls  had  been  made  that  our 
company  for  2ri  Ijoxes  and  GB  cookers  had  received  the  sum  of 
$171,000,    If  this  committee,  is  working  on  that  basis  there  has  yiCQn  a 

fro-s  inju-tice  done  to  evervl>ody  concerned  and  especially  to  us, 
hat  was  not  the  settlement. 

Mr,  Graham,  Well,  as  a  matter  of  fact,  of  course  yon  can  not  tcll 
iiiuch  about  the  e  statemenis  that  are  made.  The  committee  has 
simply  taken  the  statement  of  yonr  claim  as  it  wa.s  made  and  have 
copied  it  info  the  record.  You  will  find  the  details  of  it  in  the 
record  of  our  hearings,  and  the  statement  of  your  claim  in  detail 
has  been  outlined.  The  thing  we  have  lieeu  Irving  to  investigate  is 
the  salvage  value  of  the  materials  that  yon  tooft  over,  and  esiwcially 
the  facilities  that  you  had.  Those  ai-e  the  principal  mooted  ques- 
tions. 

Mr,  Stkin,  On  Xovend)er  11.  liUS.  when  the  armistice  was  signed, 
we  were  in  prodiu-tion  in  a  number  of  plants  on  various  articles  for 
the  Government  pertaining  to  food  containei-s  for  rolling  kitchens. 
When  we  noted  tJie  change  in  affaii-s  we  immediately  wrote  a  letter 
to  the  zone  supply  oilicer,  whiting  we  thought  that  in  the  interests 
of  everyone  concerned  we  '-lionld  cancel  these  three  contracts,  to- 
gether with  some  othei-s  that  were  veri^  slightly  in  production.  They 
sent  a  man  out  to  ?ee  us.  and  we  agreed  with  them — in  fact,  tliey 
asked  our  opinion,  and  we  agreed  that  anything  that  was  not  in 
pi-oduetion  far  enough  so  that  it  could  be  stoppeil  ought  to  l>e 
stop|>ed  and  tJie  raw  iiiateria!  kept  in  its  oriirinal  state,  or  in  the 
state  it  was  in  at  that  time.  That  was  agreed  on.  and  we  inimedi- 
atelv  cliojiped  off  on  tlio-e  conti'act*  and  let  the  I'laterial  lie  there. 
Tn  fact,  we  moved  the  material  out  of  our  plant  into  another  plant, 
which  we  '!iw  at  that  time  could  onlv  Ix*  used  as  a  storage  plant, 
because  knocking  a  ]>lant  in  the  head  in  the  matter  of  production 
gives  a  lot  of  space.  We  ijumediately  reduced  the  factory  overhead 
and  production  and  finished  u)>  what  we  wei'e  instructed  to  finish  up. 

At  that  time  these  few  boxes  were  made,  that  T  stated  a  few 
minutes  ago.  and  we  asked  the  Government  or  the  officials  what  pro- 
cedure to  take,  Tliey  said  in  due  course  we  would  be  informed. 
■\Ve  proceeded  alwolutely  as  we  were  told  to  proceed  nt  the  time,  and 
worked  with  the  department,  and  finished  up  everything,  T  believe, 
up  to  7.")  ]wr  cent  or  80  per  cent  of  what  had  iK-en  made.  The  mate- 
rial in  question  had  all  been  cut  to  size.  By  that  I  mean  the  Govern- 
ment standardized  these  three  articles,  and  in  standardizing  them 
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they  issaed  allocation  for  this  material  to  the  various  concerns,  mak- 
ing these  things  in  such  sizes  as  it  would  be  economical  to  make. 
In  other  words,  the  Ixwrd  at  work  in  Washington  many  months 
standardizing  these  articles  so  arranged  it  that  in  the  defivcrv  of 
th^  raw  materials  thev  were  all  cut  to  size.  I  believe  in  the  whole 
imount  of  material — that  is,  on  the  entire  three  claims — there  are 
only  two  articles  that  are  stock  sizes  to-day.  They  further  delivered 
material,  or  insisted  on  these  goods  being  made  o^  material  that  was 
not  universal  market  material.  It  was  not  universally  used.  For 
instance  20  tin  coke  plate,  or  20-gauge  tin  plate,  was  almost  an 
unknown  quantity  except  for  other  purposes,  but  they  insisted  on 
having  it  for  the  stability  of  these  things,  because  they  wanted  to 
•■arr>-  water  in  these  boxes,  as  well  as  bread.  Twenty-gauge  metal 
black  sheets  were  furnished  us  by  the  War  Industries  Board  and 
illociite«]  to  us  by  a  concern  whom  we  had  not  done  business  with  at 
ill — almost  the  farthest  concern  from  our  plant.  In  other  words,  we 
wanted  to  buy  at  Gary.  Hammond,  or  East  Chicago,  where  we  could 
■rnd  t>ut  motors  and  bring  it  in,  but  it  was  allocated,  for  reasons  best 
known  to  them,  to  eastern  concerns. 
Mr.  Graham.  Whereabouts? 

Mr.  SiTiN.  Pittsburgh  and  thereabouts.  In  receiving  this  material 
we  paid  cash  for  it.  We  had  a  bank  standing,  and  we  referred  the 
.\ioerican  Sheet  &  Tin  Plate  Co.  to  our  bank,  liut  they  said :  "  That 
is  all  very  well,  but  this  is  war  time,  and  if  the  war  should  suddenly 
stop  you  could  simply  refuse  to  pay  our  invoices,  and  we  would  have 
inFiiMe.  A  ?50,000  payment  on  this  particular  material  will  bring 
your  material  in" — which  we  did  not  hesitate  to  pay.  We  paid  our 
]']\h  in  10  davs  after  receipt  of  invoices,  not  receipt  of  material,  but 
of  invoices.  "We  piled  up  a  lot  of  material  which  we  could  find  no 
■J9P  for  when  the  armistice  was  signed. 
Xow.  in  checking  this  material  over  for  salvage  values;  for 
,  months  the  material  was  in  our  warehouses ;  for  months  we  carried 
:l:  wo  paid  the  insurance  on  it.  and  we  paid  the  upkeep  on  it,  and 
«e  moved  it  from  one  factory  to  another  in  order  to  get  our  plant 
from  a  war  to  a  peace  basis,  because  we  were  100  per  cent  on  war 
products.  And  we  were  continually  asking  what  should  happen  to 
thiii  material.  We  could  not  make  anything  out  of  the  material,  ns 
rhey  had  not  settled  as  to  its  value.  We  could  not  sell  the  material, 
Wianse  it  really  did  not  belong  to  us.  It  was  allocated  to  us  by 
li*  Government  for  this  purpose,  and  they  had  not  told  us  what 
»  do  with  it.  It  went  along  for  a  number  of  months  until  Wash- 
inffton  sent  a  man  out  there.  We  took  him  to  the  factorv  and  to  the 
wrehouse.  and  showed  him  our  material,  and  he  checked  for  a  num- 
herof  days  in  our  office,  checking  every  invoice  we  had  received.  He 
iwired  weights  and  sizes  of  material,  and  calculated  that  we  were 
nne-lenth  of  1  inch  off  on  5.000  sheets.  That,  however,  is  simply 
"titetl  to  show  you  how  technical  he  was.  We  finally  agreed  that  we 
I  hid  all  the  material  necessary  for  the  completion  of  these  contracts. 
Well,  even  then  we  were  not  at  the  time  advised  as  to  what  to  do 
with  this  material.  They  were  simply  checking  it.  This  first  man 
w»s  from  Washington.  Irfiter  Chicago  sent  auditors  out  from  both, 
1  believe,  the  finance  and  purchase  branches.  They  rechecked  this 
miterial,  and  we  again  went  through  out  files  and  showed  them  all 
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these  invoices  and  rechecked  and  checked  ftgftin,  and  finallv  agreed 
that  our  statement  was  correct,  and  we  presented  a  statement. 

Aboiitthat  time  a  ruling  came  from  Washington  which  indicated 
that  we 'had  not  figured  our  claim  con-ectly  and  must  figure  ac- 
cording to  certain  circulars.  We  again  went  over  the  giound  and 
figured  the  claims  again,  always  giving  way  to  everything  the  de- 
partment wanted.  We  entered  into  the  spirit  of  this  manufacture 
to  help  win  the  war  and  to  help  out  the  situation;  and  then,  the 
war  being  over,  we  wanted  to  wind  it  up  just  as  quickly  as  we 

fiossibly  could  with  the  same  idea  in  view,  because  we  had  two 
arge  factories  which  had  been  makinfi;  commercial  products,  and 
we  could  not  do  anything  in  our  facton&s  until  we  had  thoroughly 
worked  out  this  raw  material. 

After  we  had  presented  a  new  claim  the  thing  dragged  alon^ 
and  W^ashington  sent  another  officer  out,  and  he  came  to  us  and 
wanted  us  to  reduce  our  values.  Well,  then  we  started  to  investi- 
gate particularly  what  the  market  was,  when  we  saw  they  really 
meant  business  to  get  rid  of  material.  We  found  the  market  flooded 
with  18  and  20  gauge  black.  No  one  would  buy  it  or  make  an  offer. 
We  instructed  the  stenograplier  in  our  office  to  look  up  all  steel 
people,  all  the  purchasers  of  steel  and  send  out  a  circular  letter. 
We  had  large  quantities  of  various  materials  on  hand  and  w^e 
were  very  anxious  to  get  a  bid  on  it.  We  received  from  all  the  cir- 
cularizing I  believe  two  answers,  whicli  were  ridiculously  low, 
ami  even  then  they  wanted  to  pick  the  sheets  according  to  the 
value  in  the  market  of  stock  only — not  all  the  manufactured  stuff. 

In  other  words,  if  they  could  buy  without  any  danger  of  hav- 
ing to  carry  it  they  were  willing  to  make  an  offer  on  it.  but  noth- 
ing but  stock  sizes  were  they  interested  in.  We  showed  the  officer 
whom  we  asked  to  please  come  back  on  a  future  date  all  the  an- 
swers on  hand  at  that  time.  The  officer  indicated  that  lie  had  an 
offer  for  this  stuff,  and  it  ko  happened  it  was  the  same  concern 
I  had  been  in  touch  with  and  who  had  absolutely  refused  to  make 
an  offer.  I  pressed  them  for  an  offer  and  they  came  to  our  ware- 
iioufio  again  and  came  to  the  office,  but  said  they  could  not  make 
an  offer  as  the  president  was  out  of  town,  and  it  was  odd  sizes,  and 
tlipy  were  not  in  a  position  to  make  an  offer. 

With  reference  to  the  tin  plate,  it  was  cut— in  the  first  place  I 
might  say  tliis.  that  I  gather  from  just  glancing  over  this  book  that 
the  question  of  the  quality  of  the  tin  plate  was  questioned. 

Mr.  Graham.  Yes.  sir. 

Mr.  Stein,  And  that  we  had  delivered  an  inferior  quality? 

Mr.  Gkahasi.  In  other  words,  you  asked,  apparently,  for  char- 
coal and  you  used  coke. 

Mr,  Stein,  In  answer  to  that  I  might  say  (his;  The  tin  plate 
was  allot-ated  to  us  by  the  War  Industries  Board  and  by  the  Divi- 
sion of  Purchase,  of  boxes  I  think  at  that  time,  in  the  Hardware 
and  Metals  Division,  but  afterwards.  General  Supplies.  They 
agreed  among  themselves  that  that  was  the  material  to  use  and 
notified  the  American  Sheet  &  Tin  Plate  Co.  as  to  the  material. 

Mr,  Graham.  AVho  was  this? 

Mr.  Stein.  The  contracting  officer,  whoever  purchased  this  ma- 
terial. I  think  vou  will  find  in  our  claims  for  bread  boxes  a  letter 
to  us  which  distinctly  said  that  coke  tin  plate  must  be  used.    In 
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Other  words,  we  in  ever;  case  deferred  to  the  board  of  standard- 


\ow,  this  letter  was  written  to  us  on  August  7,  1918,  from  the 
hsrdwar«  and  metals  division  to  the  Stein-Bum  Camp  &  Field 

E-iuipment  Co.,  2420  West  Twenty-first  Street,  Chicago 

Mr.  Gkaiiau  (interposing).  Just  a  moment. 
Xfr,  Stein.  If  vou  do  not  mind,  I  will  read  this. 
Mr.  Graham.  What  is  it? 

Mr.    Stfjn.  It   is   a   letter  that   tells   us   what   to   use   on   these 
bi«ad  boxes. 
Mr.  Gbaiiam.  From  the  Government  to  youl 
Mr.  Stein,  Yes.  sir. 
Mr.  Graham.  I  think  that  is  pertinent. 
Mr.  Stein  (reading) : 
This  has  Tvt^tfitce  to  your  letter  of  July  31. 
Mr.  Gbaham.  Did  j'ou  give  the  date  of  itf 
Mr.  Stein.  Yes.  sir;  August  7. 
Mr.  Grauam,  Proceed. 
Mr.  Stkin  (reading) : 

i  The  new  sjMTiricntioDS  nn»  as  folt<iws;  Bread  boxes  are  lo  be  uiiide  of  No. 
.<■  r.  S.  ;:au):p  i-oke  tin  i»late.  Body  Is  to  be  of  two  pieces,  with  two  corners 
Un>vd  anil  rIvetfHi.  .\ll  soldering  to  be  done  with  pure  block  tin.  There  Is  to- 
h  DO  letid  In  tlH>  si^der.  Bottom  to  be  riveted  to  the  body  as  spedileil  on 
Mar  print,  and  Is  Dien  to  be  soldered  with  pure  block  tin.  Bread  box  to  cuntorm 
tinfwciftcntlons  and  blue  prints  In  all  other  respects. 

W,  X.  Gbahau. 
Chief,  Hardtrare  and  ilelulx  DivMon. 
ByW.  J.  Peck. 
Chief,  Procurement  Branch  No.  S. 
Thi-i  was  the  type  of  instructions  we  were  working  on, 
Mr,  Ghaiiam.  That  referred  to  the  bread  boxes  f 
Mr.  Stein,  Tliat  referred  to  the  bread  boxes.    Nothing  was  made 
«{ the  tin  plate  but  bread  boxes.     Now,  I  think  that  question  will 
"ffset  whether  we  were  following  instructions  or  not.    No,  20  U.  S. 
fiuee  coke  tin  plate.    That  is  oar  invoice.    The  letter  I  have  of  Fol- 
■uL«bee  shows  that  we  bought  it.     And  it  is  still  in  our  basement, 
■lecause  we  could  not  sell  it  or  make  anything  of  it.     That  settled 
fuctlv  what  was  given  us  to  use,  and  we  .settled  exactly  in  answer 
:o  this  letter. 

Mr,  Geaham,  I  notice  in  your  settlement  vou  settled  for  coke  plate 
ind  look  salvage  value  on  coke  plate,  but  tlie  specifications  required 
charcoal  plate.  That  letter,  if  it  was  received  after  that  agreement 
'IS  entered  into,  after  your  contract  was  made,  would  seem  to  justify 
vou  in  making  the  change,  taking  ray  judgment  offhand, 

Mr.  Stein.  Mr.  Chairman,  there  was  no  change  made  by  us.  We 
were  allocated  as  to  this  matter.  AVe  had  no  choice  as  to  tlie  material 
or  concern.  I  made  a  special  effort  to  have  this  materia]  allocated 
to  a  near-by  factory,  so  that  we  could  send  for  it.  We  happened  to 
have  dealings  with  Ihe  Inland  Stoel  Co.;  we  sent  out  motors  there 
fvery  morning  to  get  steel  to  run  our  factories.  When  this  matter 
(xae  np,  pleaded  to  let  us  do  the  same  thing  again. 
Mr,  Graham.  Now,  go  ahead. 

Mr.  Stein.  We  were  overruled  in  that  request,  for  the  reason  that 
the  War  Industries  Board  gave  us  that  the  tonnage  was  allocated 
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to  each  factory,  and  if  they  overran  the  Gary  region  they  could  not 
get  along;  and  we  took  our  medicine,  which  delayed  us  six  or  eight 
weeks  on  these  contracts. 

Mr.  Graham.  Do  you  remember  what  companies  you  were  re- 
quired to  get  your  sheet  and  tin  plates  from? 

Mr.  Stein.  The  American  Sheet  &  Tinplate  Co. 

Mr.  Gr-miam,  You  got  it  tlirough  them, 

Mr.  Steix.  Yes;  they  subcontracted  that  to  the  FoUansbee  Co.; 
wliether  they  are  a  subsidiary  company  to  them  I  do  not  know, 

Mr.  Graham.  Ordinarily  jou  would  buy  from  the  American 
Sheet  &  Tin  Plate  Co.? 

Jlr.  Stein.  No,  sir.  When  I  say,  "No,  sir,"  I  supplement  that  by 
saving  we  might  hiive  placed  an  order  with  them  sometimes  away 
back,  but  to  make  orders  steadily,  we  did  not.  We  placed  our  orders 
as  near  home  as  we  could.  For  instance,  the  American  Kolling  Mill 
man  came  in,  he  was  in  our  factory-  every  day.  and  we  would  say, 
"  Wash,  can  you  give  ns  50  tons  of  that  and  50  tons  of  this,"  and 
they  naturally  would  give  us  a  better  delivery  than  the  people  from 
wliom  we  bought  an  occasional  car. 

Mr.  GnAHAM,  Were  jou  in  tlie  business  of  making  fireless  cookers 
prior  to  the  war? 

Mr.  Stein.  This  was  strictly  a  war  product  and  kept  on  up 
imtil 

Mr.  Graham  (interposing).  l^Hiat  is  your  business? 

Mr.  Steix.  We  makp  fire  windows  and  doors,  hollow  windows  and 
doors. 

Mr.  Graham.  Did  you  ever  make  fireless  cookers? 

Mr.  Steix.  Tile  only  time  we  ever  were  supposed  to  was  for  the 
Russian  Government,  We  tried  to  make  a  rolling  kitchen  for  the 
Russian  Government.  Seeing  flie  industrial  world  turned  upside 
down,  and  no  conmiercial  business  in  sight,  we  naturallv  leaned 
toward  anything  we  could  get  to  fill  our  shops,  and  we  develo|>ed 
a  rolling  kitchen  which  contained  a  fireless  cooker,  so  when  the  Gov- 
ernment standardized  their  rolling  kitchens  they  took  our  fireless 
cooker  and  made  it  of  a  different  size,  and  it  was  the  cooker  that  was 
standardized  and  placed  in  the  liberty  kitcliens. 

Mr,  Graham.  Had  you  made  any  before  that? 

Mr,  Stein.  Yes,  sir;  appro.ximately  S2,000. 

Mr.  Graham,  The  same  cooker? 

Mr.  Stein.  The  same  cooker  exactly. 

Mr.  Graham.  Had  you  ever  made  any  of  these  cooks'  cliests? 

Mr.  Stein,  Only  for  the  Government. 

Mr,  Graham.  You  had  made  some  for  them? 

Mr.  Stein.  Oh.  yes;  our  total  contracts  and  deliveries  on  cooks' 
chests,  if  I  remember  rightly,  were  about — we  delivered  about  13,000 
or  14.000  to  the  Government. 

Mr.  Graham.  Had  you  made  any  bread  boxes  before  this? 

Mr.  Stein,  Yes;  from  this  very  tin.  And  besides  that  in  the 
meantime,  when  tin  was  not  available,  we  appeared  before  the  stand- 
ardization board  when  Gen.  Pershine  was  cabling  for  food  con- 
tainei's,  and  told  them  we  could  possibly  make  a  few  thousand  by 
making  them  in  our  shop  of  black  sheet  and  retinning  them  in  ovir 
shop,  and  we  made  approximately  2,000  to  offset  the  demand  that 
was  in  the  wind  at  that  time. 
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Mr.  OtAHAM.  Now,  since  the  signing  of  the  armistice  have  you 
Twle  sny  more  of  these  same  articles  for  the  Government) 

Mr.  Steix.  We  finished  everything  that  was  80  per  cent.  When  I 
■«r  80  per  cent  we  must  make  iillowance  because  a  mechanic's  saying 
'bat.  it  Diiglit  be  78  per  cent. 

Mr.  Gbaham.  Do  you.  after  those,  make  any  more! 

Mr,  -Steix.  Only  small  parts. 

Mr.  Gbahah.  Not  any  new  ones? 

Mr.  Stein.  No,  sir;  there  is  no  demand. 

Mr.  (iBAH.\M.  Are  you  making  any  more  fireless  rookers? 

Jtr.  Steis.  No,  sir. 

Mr.  Graham.  Ai-e  you  making  bread  boxes? 

Mr.  Steis.  No,  sir. 

Mr.  Graham.  What  busincfs  are  you  in  now  { 

Mr.  Stein.  Fire  window  and  door  trim. 

Mr.  Graham.  Exclusively? 

Mr,  Steix.  We  have  made  from  time  to  time  a  metal  meat  box  and 
1  metal  ice  b()x;  we  are  making  in  our  various  shops  cafeteria  sup- 
plies of  steel;  in  order  to  keep  our  shop  going. 

itr.  Graham.  How  many  factories  have  yon  i 

Mr.  Steis.  We  have  two  factories  operating  in  Chicago  on  this 
partit-nlar  type  of  work;  during  tlie  war  we  had  more. 

Mr.  Graham.  Boxes  and  windows  and  things  of  that  kind? 

Mr.  Steix.  Primarily,  they  are  metal  window  and  trim  shops. 
The  strike  has  been  on  in  Chicago  and  we  have  been  trying  to  keep 
"Jrmen  together. 

Mr,  Graham.  And  making  boxes  out  of  metal? 

Mr.  Stein.  Yes,  sir. 

Mr,  Graham.  Making  cafeteria  supplies  and  things  of  that  kind? 

Mr.  Stein.  Wo  are  making  cafeteria  supplies  now  for  Albert  Pick 
4  Co.  We  are  also  trying  to  make  a  box  for  the  General  Motors  Co. 
«nil  aI?o  for  the  stockyards  companies,  come  steam  ham  cookers,  all 
out  of  metal. 

Mr,  Graham.  Of  coiii"se,  these  cafeteria  supplies  would  bo  steam- 
lable  equipment? 

Mr.  Stein.  Yes;  such  as  you  see  in  the  cafeterias. 

Mr.  Graham.  Of  course,  you  use  black  sheets  in  making  that  stuff? 

Mr.  Stein,  Yes;  they  usually  are.  unless  they  specify  enameled. 

Mr.  Graham.  Do  you  have  a  tin  plate  shop? 

Mr.  Stein.  Yos.  sir. 

Mr.  Graham,  Did  yoii  have  during  the  war? 

Mr.  Stein.  Yes.  sir. 

Mr.  Graham.  Some  idea  of  the  magnitiide  of  your  business  might 
be  instructive;  what  is  your  annual  output? 

Mr.  Stein.  It  has  varied  a  great  deal. 

Mr.  Graham.  Since  the  war* 

Mr.  pTEiN.  Since  the  war  there  has  been  practicallv  no  building, 
for  instance,  in  our  Erie  Street  shop,  we  are  running  $60,000  or 
fTO.000  a  month,  at  4,5  to  50  per  cent  capacity.  In  our  Twenty-eighth 
»i"3  Wells  shop  we  are  running  approximately  $-20,000  a  month ;  that 
would  be  high.  We  are  running  what  we  call  cats  and  dogs,  in  there 
lo  keep  the  boys  going,  because  there  is  practically  no  building  in 
Chicago  at  the  present  time.  However,  we  have  figured  on  a  large 
unonnt  of  windows  and  doors  for  the  contractors.     To  give  you  an 
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idea  of  the  types  of  jobs  we  have  handled,  we  have  furnished  the 
Pennsylvania  Freight  Terminal  Co.  in  Chicago,  which  the  Govern- 
ment took  over,  over  3,000  windows;  that  was  a  tremendous  job.  We 
furnished  the  Boston  store,  which  occupies  a  block  in  the  heart  of  the 
city,  all  their  windows  and  doors. 

Mr.  Geaham.  Was  this  Camp  and  Field  Equipment  Co.  organized 
for  war  purposes  only? 

Mr.  Stein.  In  IJ)!.'!  we  developed,  as  I  said,  a  kitclien  for  the  for- 
eign Governments.  One  of  those  kitchens  Avas  sent  to  the  border  iind 
Pershing  saw  it.  and  he  immediately  ordered  one  for  his  detachment ; 
however,  it  was  not  developed  for  that  purpose,  and  we  immediately 
turned  our  attention  to  build  one  for  foreign  Governments,  and  in 
the  meantime  we  became  involved  and  we  turned  all  our  attention  to 
this  business.  That  companv  was  organized  at  that  time  to  handle  a 
warproduct.  In  other  words,  our  concern  (o-day  on  metal  windows 
on  Twenty -eighth  Sti-eet  is  Xisoly  Bros.,  which  lias  been  in  existence 
for  28  years. 

Mr.  Okaiiam.  Is  this  little  hitch  that  has  t>een  sliown  to  the  com- 
mittee one  of  those  things  which  you  manufactured  f  exhibiting  to  the 
witness  latch  produced  by  the  witness.  Mr.  Schmuck]  ? 

Mr.  Stein.  That  is  a  catch  for  the  fireless  cooker. 

Mr.  Graham.  Do  you  still  use  that  on  any  equipment  you  make  t 

Mr,  Stein.  No,  sir.  That,  however,  was  developed  in  our  factory. 
That  was  developed  in  our  factory,  and  they  adopted  that  with  slight 
changes. 

Mr.  Graham.  And  are  they  still  using  thati 

Mr.  Stein.  I  believe  they  are.  on  their  fireless  cooker  that  was  manu- 
factured under  standard  specifications. 

Mr.  Graham.  And  are  still  using  those  fireless  cookers? 

Mr.  Stein.  I  imagine  so;  they  are  still  inquiring  for  spare  parts, 
and  I  imagine  thev  would  use  them  until  they  are  used  up. 

Mr.  Graham.  Now,  go  ahead,  Mr.  Stein.  I  do  not  want  to  break 
into  your  story,  but  sometime,-;  one  can  brinfj  nut  these  matters  better 
by  pertinent  questions. 

Mr.  ST^:lN.  Now,  I  say,  as  we  have  said  in  the  past,  we  stand  ready 
to  aid  this  investigation.  There  is  one  thing  very  distasteful,  putting 
your  best  efforts  forward  to  assist,  and  then  receiving  unjust  criticism 
for  it.  At  one  time,  if  the  war  had  stopped,  we  had  $1,000,000  in- 
vested where  we  could  not  have  saved  it,  probably. 

And  then  to  come  along  and  it  distinctly  states  in  a  Chicago  paper : 

Tlie  Sleia-nTirn  Ciimp  nnil  Fli-ld  Kqulimipiir  Co..  "f  <'!ilcn;;o.  Iinil  ii  contract 
for  22,000  bre&i)  Imxps.  some  <'Oi)ks'  chests,  and  llrelpiw  t'i>i>1;frs.  It  lieUverp*]  7 
brpntt  l>oses,  2.)  chests,  and  06  tireless  cookers,  niiil  put  in  ii  cUiiiii  for  8210.502, 
In  niliiitlon  to  the  conlriirt  T'i'Ice  for  the  rihwIs  liellvereil.  It  pit  $171,(587  In 
addition  to  full  contract  price  for  the  goods  (lelivereil. 

That  does  not  tell  the  facts.  I  was  in  Wa.shington  on  this  very 
qtierition,  and  the  contracting  officer,  who  I  don't  just  remember  ex- 
actly, because  they  kei>t  changing,  he  said,  "  Can  you  make  5-gallon 
firefess  cookers?  "  I  said, "  Yes ;  as  well  as  a  10-galIon  or  a  lo-gallon." 
He  said, "  How  many  can  you  make  a  day  ?  "  I  said, "  That  is  shooting 
pretty  hard."  He  said,  "  Have  you  any  materials  on  hand  ?  '  I  said, 
"  Yes."  This  was  just  before  the  allocation  of  metal.  He  said, "  How- 
many  could  you  make?  "    I  said,  "Approximately  1,000  a  day."     He- 
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aid,  '•  You  are  crazy,"  I  said,  "  I  am  crazy  enougli  to  say  that  we 
an  make  a  thousand  a  day."  He  said, "  Suppose  I  gave  you  an  order, 
iDulii  vou  make  5,000?  "  I  said,  "Absolutely."  He  said,  "  I  am  going 
lothiiik  that  nrer."  I  went  to  the  telephone  and  called  up  Chicago, 
iikI  they  said, "  We  have  material,  26  and  28  gauge  stuff  " ;  and  the  re- 
sult was  that  we  made  10,000,  because  they  called  us  uy  to  say  to  in- 
crease the  order  from  5,000  to  10,000,  becaitse  Pershing  had  wii-ed 
ifaat  the  troops  were  ready  to  go  to  the  front-line  trenches  and  there 
sere  no  food  containers.  So  we  took  our  chances.  We  could  not  get 
1  bill  of  lading,  and  I  came  to  Washington  before  they  were  i-eleased, 
twfure  the  release  was  received  in  Chicago,  and  I  took  a  photograph  of 
(he  cookers  and  took  it  in  to  Coh  Nicholson's  office,  and  he  said,  "  I 
<rould  like  to  get  a  look  at  the  man  that  furnished  that  photograph; 
ihat  is  the  best  production  we  have  had  yet."  And  we  took  that  at 
(be  Government  price.  And  I  only  took  that,  because  I  saw  a  copy  of 
'he  cable  from  den.  Pershing.  I  said,  "If  that  is  the  case,  we  will 
l«iid  every  effort  to  do  it," 

Xow,  wnen  we  stand  up  and  are  ready  to  go  to  the  front — some 
of  onr  organizations  are  old  men  and  could  not  go  to  the  war — and 
«ben  we  do  that,  I  consider  at  least  the  things  that  come  out  for 
public  notice  ought  to  be  scanned  before  they  go  out.  1  am  not 
laying  any  blame  on  the  committee.  I  am  saying  that  if  you  liavc 
ihe  jurisdiction  to  have  this  thing  settled,  and  I  think  the  Senate 
fommittee  ought  to  have  the  jurisdiction  to  know  what  goes  into 
(be public  press, 

Mr.  Graham.  Nobodj-  on  earth  has  any  authority  to  control  what 
goes  into  the  pres,s.  If  you  were  in  public  life  for  a  while,  you 
«ould  find  that  out. 

Mr.  Jefpbbis.  I  would  like  to  get  to  the  fnct  of  this  claim,  and 
*e  what  there  is  to  it. 

Mr.  Graham,  This  committee  will  examine  the  facts  in  this  claim 
and  make  a  report  on  it,  and  if  you  have  anything  further  to  tell 
us  on  the  claim  we  would  like  to  hear  it. 

Sir.  Stein.  I  just  wanted  to  bring  this  to  your  attention,  that 
'liese  three  claims  would  have  brought  our  concern  $;i.'>6,236  had 
»e  made  the  full  quota  of  this  claim;  and  I  might  further  state  that 
»e  could  have  run  at  least  40  days,  and  we  had  a  tremendous  pro- 
duction at  that  time  of  anywhere  from  500  to  1,000  a  day.  AVe 
(uuld  have  made  them  all.  We  voluntarily  canceled  this,  which 
brought  the  claim  down  finally  to  $171,687.()6,  which  represented  a 
>avinp  to  the  Government  of  $184,239  and  some  cents. 

Mr,  Graham.  Why? 

Mr.  Stein,  liecaiise  had  they  purchased  the  articles  or  had  we 
gone  on  to  the  completion,  they  would  not  have  been  good  for  any- 

Mr.  Graham.  Why  not? 

Mr.  Stein.  Because  they  could  not  be  used  in  anything  else  or  for 
inything  else. 

Mr.  Graham.  Well,  they  would  have  enough  of  the  article? 

Mr.  Stein.  Yes;  but  they  have  enough  of  them,  even  if  they  had 
mother  war. 

Mr.  Gkahah.  How  much  did  the  Government  pay  you  in  cash  ? 

Mr.  Stqh.  $171,687.06  for  the  three. 
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Mr,  Graham.  Now,  you  were  complaining  a  moment  ago,  Mr.. 
Stein 

Mr,  Stein  (interposing).  No. 

Mr.  Graham.  You  were  conipl&ining  of  some  statement  that  said 
that  you  furnished  66  fireless  cookers,  7  bread  boxes,  and  25  cook's 
chests,  and  in  addition  to  that  pay  it  was  charged  that  you  had  beeu 
paid  $171,687.06  more;  that  is  true,  isn't  it? 

Mr.  Stein.  No,  sir;  that  is  not  true. 

Mr.  Graham.  What  did  you  get? 

Mr.  Stein.  We  got  tliat  amount  of  money. 

Mr.  Graham.  Well,  I  am  trying  to  find  out  how  much  money  yoU: 
did  get! 

Mr.  Stein.  $171,687.06  for  the  three  claims. 

Mr.  Graham.  And  you  got  the  material? 

Mr.  Stein.  Yes,  sir;  we  got  the  material. 

Mr.  Graham.  And  the  special  facilities? 

Mr.  Stein.  No  special  facilities. 

Mr.  Graham.  None  furnished. 

Mr.  Stein.  I  don't  think  there  was  any  in  those  claims. 

Mr.  Graham.  You  got  the  material  and  that  money  ? 

Mr.  Stein.  We  sot  the  ditference  between  the  value  of  the  ma- 
terial there  and  tlie  value  of  the  purchased  material.  In  other 
words,  we  laid  out  certain  money  to  purchase  this  material;  the 
board  settled  with  us  for  the  difference  the  present  value  of  that 
material  in  its  present  state  and  what  we  paid  for  it. 

Mr.  Graham.  Well,  that  is  a  question  whether  they  did  or  not;  of 
course,  that  is  a  matter  this  committee  will  have  to  determine. 

Mr.  Stein.  Now,  in  doing  tliat  on  our  part  we  were  guided  abso- 
lutely by  the  Government. 

Mr.  Graham.  In  what  way,  now? 

Mr.  Stein.  They  came  in  and  looked  over  our  claims  and  investi- 
gated our  claims  and  went  out  and  investigated  and  looked  over  the 
values,  and  came  back 

Mr.  Graham  (interposing).  Who  did  that? 

Mr.  Stkin,  Every  officer  that  made  this  investigation,  and  then 
came  back  and  was  satisfied  that  it  was  correct.  Now,  in  the  final 
settlement  wlien  it  came  to  a  showdown  it  was  taken  up  with  the 
salvap,"  board  in  AVashington  and  they  agreed  that  one  or  two  items 
should  be  a  little  stronger.  I  said,  "All  right,  gentlemen;  you  know 
more  than  I  do  about  salvage,"  and  then  we  took  that  valuation. 

Mr.  Graham.  Who  was  it  thought  you  ought  to  have  more? 

Mr.  Stein.  Oh,  no:  the  (iovernnient  should  have  more.  We  could 
make  our  salvage  a  little  stronger.  In  other  words,  we  were  asking 
in  one  instance  $23  for  an  article.  They  said,  according  to  that — 
they  had  the  magazines  there  showing  the  waste  and  the  price  on 
scrap  nnd  they  said  it  should  be  $27.50,  and  I  said,  "All  right, 
make  it  $27.50;  I  am  not  here  for  an  argument,  but  for  a  settlement, 
and  the  quicker  I  can  get  back  to  a  commercial  basis  the  better."' 
I  wns  here  in  that  spirit.  And  the  board  said  they  would  not  accept 
that,  but  when  we  took  off  a  still  larger  amount,  and  that  was  left 
entirely  to  the  board,  and  they  said,  "We  will  accept  that  as  a  final 
settlement  for  no  other  reason  than  to  get  it  o£E  the  books."  Now, 
Ko  far  as  we  were  concerned  we  played  the  game  absolutely  as  we 
were  asked  to  play  it  and  to  sell. 
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Ur.  Gbahah.  Have  yoD  sold  any  of  this  raw  material  that  you 

bid  on  hand  then  t 
Mr.  Steik.  If  we  sold  any  of  it  it  is  so  small  an  item  that  I  do 

not  think  you  can  find  it  in  the 

Mr.  (tRAHAM.  Have  you  used  any  of  iti 

Mr.  Sray.  We  have  used  a  very  small  portion  of  it. 

Mr.  Gkahah.  About  how  niuclit 

Mr.  Stcin.  I  do  not  think  23  tons  all  told :  angles  and  bars  and  so 
laivt  have  not  used  an  ounce  of  tinplate.  We  have  not  been  able  to 
E't  anybody  to  allow  us  to  submit  even  a  sample.  We  have  been 
mtnnfscdirinp  an  automobile  accesi^Ty,  and  it  seemed  to  me  this 
Tould  be  an  excellent  material  for  that,  and  they  will  not  accept 
that:  their  engineers  advise  that  they  had  better  not  accept  it,  for 
fftr  of  i-rystall ization,  and  kindred  objections.  We  have  every 
wmct  of  tin  plate  in  our  shop  to-day.  We  have  asked — needless  to 
ay,  w,>  have  asked — this  was  in  July,  and  this  is  almost  October — 
uul  we  have  asked  everybody  we  could  possibly  think  of  who  t  ould 
make  anrthing  out  of  tin  plate  to  see  if  we.coukl  not  get  a  bid  on 
iLand  I  am  perfectly  frank  to  say  I  have  not  had  an  offer.  We  have 
tried  to  manufacture  articles  out  of  it.  Here  is  a  piece  about  as 
bip  as  that  [indicating],  ju^t  about  12  by  14,  and  the  largest  is  about 
^  by  35.  which  is  not  a  stock  sheet.  The  sheets  came  to  us  in  car- 
liiidk.  We  had  to  move  them  across  to  our  warehouses  and  they  are 
'unding  there,  where  they  are  subject  to  the  atmosphere,  and  we 
bare  net  bad  the  facilities  to  use  that  stuff.  We  asked  them  to 
pn  us  the  invoic.  price  and  let  the  Government  salvage  it;  they 
mid  a<^  that  was  not  the  way  these  settlements  were  made:  we  must 
tllow  a  aUvage  for  it. 

Ur.  Gkaham.  There  wasnt  anything  to  prevent  you  doing  thatt 

Mr.  Sthn.  What? 

Ur.  Gkahah.  To  let  the  Government  take  it  1 

Ur.  Stein.  Thev  would  not  do  that ;  they  would  not  take  it. 

Ur.  Gkahah.  1*hey  could  not  help  it. 

Ur.  Stets.  They  would  have  left  us  for  16  or  18  months;  it  is  11 
Bonths  DOW. 

Ur.  Gkaham.  You  could  have  gone  into  the  Court  of  Claims, 
««ldnH  you  t 

Mr.  Sttin.  That  would  have  taken  a  mighty  long  time. 

Ur.  Gkahah.  Have  vou  ever  had  'any  experience  in  the  Court  of 
Ckims! 

Mr.  iym:s.  Xo:  but  when  I  inquired  and  found  that  they  were 
Geren  veai^  bdiind.  I  thought  I  would  rather  take  this  than  go  into 
tbeCbart  of  Claims! 

Ur.  Gkajuk.  Who  did  you  tell  that  to— that  they  refused? 

Ur.  Srcnc.  The  first  officer  that  came  out  there  from  Washington ; 
I  brfiCT-e  hi=  name  was  Arp. 

Ur.  Gkaham.  Was  be  a  captain  or  lieutenant? 

Ur.  Sitjy.  \o:  be  was  a  civilian.  He  came  there  and  spent  three 
or  four  days  measuring  the  piles  of  the  material,  to  f^e  that  it  was 
pnnnly  all  there,  and  checking  our  bank  account  to  see  that  we 
naUr  lud  paid  for  it.  and  examining  our  invoices. 

Mr.  Gkahah.  Did  you  ever  make  that  pfatement  to  any  other 
GoTpwtinftrt  ofieial? 
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Mr.  Stein.  I  am  sure  I  told  the  la6t  board  that  handled  the  mate- 
rial; I  am  sure  I  did,  that  I  would  much  rather  if  they  would  take 
the  material  and  pay  us  the  invoice  plus  the  carrying  charges  and  the 
interest  on  the  money. 

Mr.  Graham.  Do  you  know  who  the  members  of  that  board  were  ? 

Mr.  Stein.  Col.  (jfoetz  negotiated  that  claim  with  me,  and  I  told 
Col.  Goetz  repeatedly  to  take  this;  I  did  not  want  it;  to  let  us  get 
back  to  normal;  and  the  ci?  was  that  everybody  is  settling  on  this 
basis;  and  it  finally  resulted  in  the  board  making  these  salvage  val- 
ues. They  approved  it,  and  we  agreed  to  their  approval,  and  then 
we  deducted  a  substantial  amount  over  that.  We  charged  no  interest 
from  May  until  August  1,  which  was  on  a  large  amount  of  money. 
I  told  him  I  would  Tbe  willing  to  waive  that  in  order  not  to  have  to 
rewrite  the  claims.  And  then  he  wanted  to  take  ofT  a  large  amount 
for  overhead.  I  said,  "All  right,  if  that  will  settle  it."  I  stand  in 
the  same  position  to-day,  Mr.  Graham. 

Mr,  Graham.  How  much  were  the  claims  reduced  from  the  first? 

Mr.  Stein.  That  would  be  hard  to  say. 

Mr,  Graham.  They  were  three  hundred  and  sixteen  and  some  dol- 
lars at  first? 

Mr.  Stein,  I  do  not  remember.  As  a  matter  of  fact,  we  drew  these 
claims  several  times  with  each  change  in  the  Government  methods, 
and  each  time  they  would  allow  less.  In  other  words,  they  had  many 
things  in  their  first  allowance,  and  they  showed  us  where  it  could  t>e 
made  less,  and  we  scratched  it  out, 

Mr.  Graham.  They  were  changed  three  or  four  times! 

Mr.  Stein,  Yes;  however,  I  think  we  have  copies  in  our  office  of 
all  those  claims,  but  I  haven't  them  with  me,  and  I  do  not  trust  to  my 
memon'  on  these  things. 

Mr.  Graham.  There  is  sometliing  else  I  want  to  ask  you  about  here : 
In  one  of  your  claims  for  fireless  cookers,  of  which  you  made,  I  be- 
lieve, 66,  I  believe  there  is  a  statement  made  that  thci'e  are  302,670 
pounds  of  spinning-stock  scrap;  what  is  spinning-stock  scrap! 

Mr.  Stein.  The  top  and  bottom  of  the  fireless  cooker  is  made  in 
such  a  way  that  it  has  to  be  put  on  a  latlie  and  spun  in  order  to  bend 
the  ends  around  and  catch  the  wall  for  insulation.  In  other  words, 
this  was  a  tight  fireless  cooker  in  order  to  keep  the  food  hot  on  the 
same  principle  as  a  thermos  bottle.  These  tops  and  bottoms  had  to 
be  spun.  We  have  in  our  basement  to-day  tlie  tops  for  over  30,000 
fireless  cookers.  Now,  we  tried  to  bundle  them  up  the  other  day  and 
sell  it  and  the  scrap  man  said,  "  If  you  bundle  that  you  will  not  pet 
your  labor  charge  out  of  it."  Capt.  Benke  saw  them.  I  told  him 
that  he  could  not  appreciate  this  claim  until  he  saw  it,  and  he  made 
his  time  so  that  he  came  back,  and  before  he  inspected  tlie  material 
he  was  very  strong  for  nothing  except  a  great  big  salvage  value  on 
that  very  material,  because  some  friends  told  him  it  was  worth  so 
and  so  much,  and  when  he  saw  it  he  said,  "  I  never  had  any  idea  it 
looked  like  that."  In  other  words  there  are  pieces  there  rounded  out 
in  this  form  [indicating]. 

Mr.  Graham.  That  is  all  indicated  in  your  claim,  isn't  it? 

Mr,  Stein.  I  think  it  is,  but  I  don't  think  the  average  layman  can 
appreciate  what  that  means  unless  he  had  the  thing  explained  as  you 
have  asked  the  question. 
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Mr.  Graham.  But  in  your  claim  on  partially  computed  stuff  it  is 
xll  set  out.  For  instance,  I  find  labor  on  spun  parts  completed: 
Seventeen  insulated  covers,  24,185  rims,  19,809  outside  bottoms,  and 
ii.lT.'i  inside  bottoms:  and  then  some  labor  on  spun  parts  not  com- 
pleted for  cover  tops,  and  cover  bottoms,  and  for  blanks. 

Mr.  Stmn.  That  is  the  reason  I  said  the  statement  is  not  true  when 
it  Slid  we  received  this  money  for  these  few  articles;  there  is  the 
completed  parts. 

Sir.  GB.VHAM.  The  raw  material,  however,  that  is  contained  in  your 
I'lkini  in  the  original  condition  of  raw  materials,  as  for  instance,  net 
fcrt  per  invoice  and  on  hand  at  suspension  of  contract :  Eight  hun- 
dred and  ten  thousand  five  hundred  and  fifty-three  pounds  20  gauge, 
36  by  120  and  36  by  108,  black-sheet  steel,"  and  "  357,175  pounds  20 
auge.  20  by  120  and  22  by  110,  black-sheet  steel,"  and  so  on,  giving  a 
mg  list  materials  on  hand;  and  again  "  99,924  pounds  band  iron, 
14  by  2  inches,"  and  "  22,323  pounds  rod  iron,  8-inch  round,"  and 
soon:  those  are  the  raw  materials  in  their  original  conditions  and  as 
specified  in  the  claims. 

Mr.  Ston.  'WHien  you  say  original  condition  you  mean  the  condi- 
tion that  they  wei%  sent  to  us  in! 
Mr.  Gbahau.  Yes. 

Mr.  Stein.  They  were,  being  cut  to  size. 
Mr.  Gbaiiam.  Oit  to  those  sizes! 
Mr.  Stein.  Yes,  sir. 

Mr.  Graham.  In  other  words,  the  36  by  120  and  the  36  by  108  of 
the  band  iron  and  some  20J  by  122|,  and  so  on,  but  the  parts  that  are 
jwk,  if  you  Diay  call  them  that,  the  spun  parts  completed  and  the 
^an  parts  uncompleted,  and  the  other  material  upon  which  you  have 
Torked,  and  upon  which  actual  labor  has  been  done.  I  am  right 
tboat  that,  am  I  not! 

Mr.  Stein.  They  are  in  the  condition  that  they  were  shipped  to  us, 
«icept  the  natural  deterioration  that  they  have  sustained  in  the  past 
11  months. 
Mr.  Graham.  All  right,  sir. 

Mr.  Stein.  Now,  at  the  time  of  the  settling  of  this  claim  20.gauge 
ind  18-gauge  matei^al  and  all  the  rest  of  those  sizes  wei^  a  drug  on 
Ac  market,  because  no  one  at  that  date  would  offer  anything  for  that 
□itrrial. 

Mr.  Graham.  What  is  the  trouble  about  that.  Mr.  Stein!  There  is 
\  rondict  in  the  evidence  on  that  Some  men  who  have  appeai^ 
before  us  have  not  agreed  with  you  on  that.  That  is  your  contention, 
uit! 

Mr,  Stein.  It  is  my  contention,  when  I  couldn't  get  rid  of  it. 
1  offered  this  to  the  officer  who  called  on  us.     I  said:  "  Sell  the  mate- 
rill:  the  difference  between  the  price  you  give  for  it  and  the  price  we 
*int  for  it  belongs  to  the  Government,  or  givt 
I  would  much  rather  that  you  give  me  the  invc 
iwtT  and  sell  it"    He  did  not  say  no  until  the; 
tbere  was  no  market  for  that  material. 
Mr.  GiuHAH.  That  is  what  they  reported  to 
Mr.  Stein.  That  is  a  fact 
Mr.  Graham.  How  do  you  know  ? 
111211— 20— vol.  2 6 
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Mr,  Stein.  I  know  it  from  this  viewpoint,  that  the  oiBcer  came  back 
and  tried  to  make  a  trade. 

Mr.  Ghaham.  That  was  Arp  you  speak  of  J 

Mr.  Stein.  No,  sir;  this  was  an  officer  from  Washin^^n;  Arp  was 
a  civilian.  I  said:  "  You  bring  me  a  bona  fide  offer;  I  will  bill  iL" 
And  that  officer  never  came.  It  just  happened  that  we  did  busine.s5 
with  this  concern,  and  I  just  found  out  by  chance  this  firm  was  deal- 
ing with  them,  and  I  asked  them  to  take  the  material  off  our  hands. 

Mr,  GttAHAU.  Did  the  officer  tell  you  that  he  was  dealing  with 
them? 

Mr.  Stein.  No,  sir;  but  when  1  came  to  Washington  I  told  him  the 
same  people  that  he  was  dealing  with  would  not  make  any  offer. 
Tli^  came  to  our  factory  and  looked  at  it  and  never  made  us  an  offer. 

Mr,  Graham.  Have  you  any  further  statement  to  make  about  this? 

Mr.  Stein.  There  is  only  one  other  statement  that  I  wish  to  make, 
and  that  is  this — that  is,  that  the  amount  of  money  which  your  copies 
show  is  not  the  full  amount.  This  claim  was  dated  May  11.  We 
negotiated  that  claim  in  July — the  ■24th  or  the  26th,  I  believe.  This 
involved  quite  a  lot  of  money,  quite  a  large  investment,  and  the  Gov- 
ernment ruled  that  we  were  entitled  to  interest  on  that  money.  Our 
claims,  as  you  have  them,  only  show  the  matt«r  of  interest  up  to 
May  11,  and  we  waived  in  each  case — ^for  instance,  we  waived  on  the 
cooks'  chests  an  additional  amount  of  $235,78  interest,  and  we  waived 
the  carrying  charges.  Wo  also  waived  on  the  bread  boxes — no,  I  beg 
pardon ;  that  is  $1,764.97.  On  the  fireless  cookers  we  waived  $ll406.6O 
m  addition  to  the  allowances  that  your  claims  show. 

In  other  words,  we  did  not  rewrite  them  but  told  Col.  Goetz  we 
would  concede  that  to  get  the  claims  out  of  the  way ;  I  did  not  want 
to  come  back  liere  again :  I  would  like  to  settle  them  up,  if  possible. 
And  I  would  like  to  state  that  it  was  not  a  very  easy  settlement.  Col. 
Goetz  did  not  feel  disposed  to  settle  it,  and  finally  agreed  on  a  price- 
After  the  Government  had  put  the  salvage  price  on,  he  added  an 
amount,  and  then  we  waived  those  amounts  here,  so  that  that  claim 
as  it  is  written  up  does  not  show  the  total  amount  of  salvage  which 
we  allowed. 

Now,  I  might  further  state  that  that  letter  which  I  read  with 
i-eference  to  the  bread  boxes,  that  letter  is  attested  to,  and  is  a  part 
of  the  claim  which  we  filed  with  the  Government,  so  that  copy  of  that 
letter  should  be  in  your  files  or  in  the  claims  board  files.  I  read  that 
from  my  copy  of  the  claim — the  letter  specifying  that  coke  tin  plate. 

Mr.  Graham.  Bread  boxes,  you  say? 

Mr.  Stein,  Yes,  sir. 

Mr.  Graham.  Well,  I  don't  think  we  have  it. 

Mr.  Stein.  I  don't  know  whether  you  have  the  same  copy  I  have. 
I  have  it  in  the  file,  you  see. 

Mr.  Graham.  You  say  that  is  in  the  bread-box  claim? 

Mr.  Stein.  Yes,  sir ;  in  the  original  claim  which  we  filed  on  bread 
boxes.  We  attached  to  that  copies  of  various  documents  which  we  had 
substantiating  all  points  in  that  claim  and  that  should  be  in  your 
files;  a  copy  was  left  with  the  department  at  the  time. 

Now,  I  have  invoices  which  I  would  like  to  have  you  see,  Mr. 
Graham, 

Mr.  Graham,  What  are  they  about? 
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Mr.  Stzin.  Just  simply  to  show  the  dealing  on  the  coke  tin  plate. 
This  invoice  [handing  paper  to  Mr.  Graham]  auotes  American  coke, 
ynu  see :  it  does  not  say  anything  about  charcoal. 

Mr.  Graham.  I  understand;  there  has  been  no  charge  in  your 
claim  for  charcoal  i 
Mr.  Stein.  No. 

Mr.  Gkahah.  But  the  specifications,  without  the  letter  you  speak 
of.  state  very  plainly  charcoal  plate? 

Mr.  Steis.  Those  specifications  were  never  received  by  us,  for  the 
reason  that  those  contracts  were  held  in  the  office,  and  when  the 
mrmistice  was  signed  they  never  send  them  out,  and  we  never  saw 
the  specifications  appended  to  that  contract. 

Mr.  Graham.  There  is  absolutely  notliing  in  these  papei-s  that 
have  been  sent  to  us  by  the  War  Department  at  oiir  request  indicat- 
ing in  any  way  any  letter  from  the  department  changing  these  speci- 
fintions. 

WeJI,  I  want  to  ask  you  something  else  I  bad  forgotten:  97.44  tons 
of  coke,  at  $42  per  ton ;  what  shape  is  that  in  ? 

Mr.  Stein.  Some  is  ground,  anJ  some  is  very  fine,  and  it  is  in 
neks. 
Mr,  Gkaham.  What  is  it  used  for  ordinarily  ? 
Mr,  Stein.  For  insulating  these  fireless  cookers. 
Mr.  Gbahah.  Is  it  used  for  insulating  ordinary  fireless  cookers, 
.  sacli  as  are  used  in  a  home? 

Mr.  Steix.  I  hardly  think  so.    They  usually  use  felt  or  hair. 
Mr.  Grah.\m.  What  else  is  it  used  for* 

Mr.  Stein.  We  fried  to  use  it  for  insulating  these  cooling  de- 
'   vices,  such   as  you   have  there   findi:;ating  wafer  cooler]   and   we 
•   muld  not  get  our  invoices  at  the  time.     I  have  a  letter— T  think  I 
;   have  it — stating  we  were  allowed  50  per  cent  and  this  cork  wns  at 
:   tlut  time  away  below  that  value:  to-day  they  will  not  give  that. 
'   In  other  words,  they  allowe<l  $2*2.r)0  and  I  can  buy  it  to-<lay  for 
$16..>0:  I  can  buy  from  Armstrong,  one  of  the  biggest  cork  people 
m  Chirago,  lo-dity  for  that,  because  I  had  occasion  to  get  a  pri?e 
ftoiii  him  for  the  Genera]  Motel's  Co.,  who  we  were  trying  to  msu- 
hfe  a  box  for.  and  I  got  this  only  la-st  week,  and  at  the  time  this 
iettlement  wiw  made  there  was  no  inquiry  for  it. 
Xrjw.  I  would  like  to  introduce  th(*e  two  telegrams. 
Mr.  (;r.\iiam.  What  are  they  about? 

Mr.  ?TEix.  With  reference  to  the  way  we  received  our  material 
from  the  board. 

Mr.  Gbaiiam.  Well.  I  don't  see  any  necess' 
I  il<i  not  see  how  they  help  or  throw  any  li 
show  ihcm  to  these  other  gentlemen,  and  i 
tiew  they  can  express  it.  There  has  been 
where  you  should  get  your  tin  plate. 

Mr.  Stein.  The  point  was  raised  that  w 
off  cheaper  material. 

Mr.  Graham.  You  have  already  answerei 
letter.  If  you  have  an  additional  statemen 
ihit.  state  it  into  the  record,  what  the  situati< 
Mr.  Steis.  The  tin  plate  that  was  used  fc 
•stwl  to  lis  bv  the  Government  after  the 
M  (leciiletl  the  kind  of  material  tluit  the 
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made  of.  We  had  no  jurisdiction  where  to  order  this  material,  nor 
did  wc  hiive  jurisdiction'  oyer  tlic  specifications  of  the  materinl. 
We  received  this  material,  made  bread  boxes  fi-om  it.  and  the  eal- 
vape  which  is  left  is  still  in  our  possession  in  original  packages  just 
as  it  came  fi-oin  the  steel  mills. 

Mr.  Graham.  Does  that  complete  jour  statement? 
■  Mr.  Stein.  And  we  have  only  settled  on  our  claim  for  the  material 
that  was  purchased  for  this  purpose. 

Mr.  GitAHAM.  Mr.  .Tefiferis,  do  you  want  to  ask  him  any  ques- 
tions ! 

Mr.  jEFFEitis,  As  I  understand  yo\i,  Mr.  Stein,  j'ou  in  these  three 
claims  have  received  $171,687.06,  have  you? 

Mr.  Stkix.  I  believe  that  is  the  figure,  sir. 

Mr.  JeiFEitis.  You  also  received  or  retained  all  of  the  material 
that  you  had  bought  for  the  making  of  all  these  things  in  all  the 
contracts  ? 

Mr.  Stein.  Yes,  sir. 

Mr.  Jefferis.  What  did  the  material  cost  you? 

Mr.  Stkix.  In  order  to  give  you  that  I  would  have  to  go  over 
some  lenjgthy  figuring,  and  take  the  claims  out,  I  could  not  say 
offliand  just  the  gros.s  amount,  but  I  believe  your  record  will  show 
exactly,  because  we  have  li!^ted  it  according  to  the  material  in  each 
case.    Tlie  invoice  piice  and  the  totals. 

Mr.  jEFt'ERis.  Most  of  it  cost  5  or  6  cents  a  pound,  didn't  it? 

Mr,  Stein.  It  ranged,  I  believe,  from  4  to  .I  something  on  the 
black  sheets;  channels,  angles,  were  a  little  less, 

Mr.  Jeftebis.  Well,  liow  about  the  steel? 

Mr.  Steik.  Well,  those  are  the  black  sheets  I  refer  to. 

Mr.  Jeiferis,  The  tin  plate  cost  you  about  how  much? 

Mr.  Stein,  The  tin  plate — in  order  to  give  you  that,  the  tin  plate 
must  be  figured  to  the  shipping  points.  The  tin  plate  costs  $6.15, 
and  from  there  to  $6,50  a  hundred  pounds. 

Mr.  .Teffesis.  Well,  you  retained  that  at  a  salvage  value  of  about 
a  ( ent  and  a  quarler.  did  you  ? 

Mr-  Stein.  If  I  remember  rightly  we  retained  that  at  $31  per 
ton.  and  In  that  must  be  added 

Mr,  Jefj-eris  (interposing).  Well,  how  much  is  that  a  pound? 

Mr,  Stein.  That  would  be  some  over — almost  a  cent  and  three- 
quartei-s — Iwtween  a  cent  and  a  half  and  ii  cent  and  three-quarters 
a  pound. 

Mr.  jEFt-Eiii-).  In  other  words,  all  of  this  material  was  retained 
by  you  in  this  settlement  at  about  20  per  cent,  wasn't  it,  of  the 
cost  value? 

Mr.  Steis.  No;  1  don't  think  they  were. 

Mr.  jFJ-fr-ERis.  Well,  most  of  them  were. 

Mr.  Stein.  Your  statements  will  show  exactly  the  amounts  with 
the  exception  of  the  final  cut  and  the  amount  that  I  have  given 
you  a  few  minutes  ago  which  should  l>e  figured  right  down  to  the 
particular  claim. 

Mr.  Jefferis.  Well,  we  will  get  this  first  claim  and  got  down 
to  something.  It  shows  it  was  li)0,800  pounds  of  black  sheet  steel, 
and  band  iron,  making  up  an  item  of  250,454  pounds.  The  price 
of  that,  as  I  get  it  from  your  statement  ranged  from  $3.8^  to  $6.07 
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a  hundred  pounds,     I  notice  you  i-etained  it  at  a  cent  and  a  quar- 
ter a  pound. 

Mr,   Stein.  Xo;   that  vras   raised   considernbly    in   the  final  set- 
tlement. 

Mr.  Jefj-ekis.  I   wish  yon  would  give  nie  now  what  j-ou  claim 
evf  n  if  it  docs  take  ^nie  figuring ;  wliat  was  the  cost  of  this  material  ? 
Mr.  Steix.  I  (an  not  give  it  to  you,  because  the  final  settlement 
«^«5  niado  ill  sui  li  a  way  that  I  do  not  know  where  to  put  it  to, 
Mr.  Je>-fehis,  Would  you  give  me  the  amounts — — 

Mr.  Steis  (interposing).  1  can  give  you  the  amounts 

Mr.  .Iefferis  (interposing),  "Woidd  vou  give  me  the  amounts  that 
vo;i  re  eived  separately  on  ea<h  claim,' totaling  the  $171,087.06? 
Mr.  Steix.  $14,130.51. 
Mr.  Jefkeris.  What  was  that  on! 

Mr.  Steix,  Claim  for  cooks'  (bests.     Xow.  from  that  claim  must 
be  deducted  an  interest  charge  of  $235.76,  which  we  waived. 

Mr.  Jeikeris.  I  know:  but  you  did  not  receive  that  then;  you  re- 
ceived l?14.130.15  in  settlement  of  the  cooks'  che-sts? 
Mr.  Steix.  Yes. 

Mr,  Jefferis.  Never  mind  what  is  waived.    Now,  what  did  you 
rweive  on  the  other  claims? 
Mr.  Steix,  On  the  bread  boxes  we  re<eived  $48,047.62. 
Mr.  Jeffetis.  $48,f47,6i  for  the  bread  boxes* 
Mr.  Stein.  Ves.  sir. 
Mr.  Jefferis,  And  on  the  other  claim! 

Mr,  Steix,  On  the  third  <laini,  the  fireless  cooker  claim,  we  re- 
ceived 5108,908.93. 

Mr.  Jefferis.  Well,  now,  can't  you  tell  us  there  what  was  the  cost 
of  the  material  in  the  fireless  cooker  contract? 

Mr.  Stein.  There  is  a  lot  of  detail  work  connected  with  telling 

you  that.     I  do  not  believe  I  can  with  these  figures  I  have  here.  sir. 

Mr.  Jefj-ekis.  Well,  all  of  those  claims,  the  $14,000  claim,  and  the 

WS.000  claim,  and  the  $108,000  claim,  were  claims  that  you  figured 

out  based  on  the  depreciation  of  raw  material;  is  that  it? 

Mr.  Stein.  And  the  amount  of  labor 

Mr.  Jefferis  (interposing).  You  ^t  paid  for  that,  didn't  you? 
Mr.  Stein.  Yes;  supposed  to;  it  is  all  this  claim,  sir.  And  the 
bbor  that  we-put  on  the  partly  finished  materials,  was  in  this  claim, 
■ltd  the  handling  charges  ami  the  interest  paid  to  May  11,  on  the 
UDODnt  of  monev  involved  is  in  this  claim.  The  difference  in  value 
It  the  time  the  claim  was  settled  and  the  original  purchase  prices. 

Mr.  Jefferis.  Well,  I  notice  under  the  head  of  these  black  round- 
besd  rivets,  you  settled  for  25  per  cent  of  the  cost  ? 
Mr.  Stein.  Yes.  sir. 

Mr.  JEFFEHie.  And  the  cork,  50  per  cent  of  the 
Mr.  Stein.  Yes,  sir. 

Mr.  Jefferis.  And  the  66  fireless  cookers  you  g 
Mr.  Stein.  We  delivered  those. 
Mr.  JcFFEBia.  Yes. 

Mr.  Stein.  They  are  not  in  this  settlement,  you 
settlement  included  the  finished  article. 

Mr.  Jefferis.  I  notice  here,  "  Foregoing  mat«rii 
tndor,  250,254  pounds  of  iron,  at  $0.0125  per 
That  material  cost  you  $12,006.44. 
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Mr.  Stein.  Does  it  enumerate  the  articles  there  t 

Mr.  Jeffebis.  Yes,  sir. 

Mr.  Stein.  I  can  tell  you  here  if  you  teli  me  the  claim, 

Mr.  Jefferis.  I  don't  know  the  claim. 

Mr,  Stein.  All  the  round  iron  was  cut  up  in  sizes  for  the  boxes. 
In  other  words,  we  bought  it  in  20-foot  lengtlis  and  cut  it  into  foot 
lengths  to  go  on  the  boxes.  There  are  only  two  sheets  in  the  whole 
outfit  that  are  stock  sizes.  In  other  words,  a  man  that  buys  that 
buys  it  for  scrap.    You  can  not  make  any  material  out  of  it. 

Mr.  JEFFEBia.  "  26  by  118  black  sheet  steel,"  what  does  that  meani 

Mr.  Stein.  It  means  they  were  26  by  118. 

Mr.  Jefferis.  Inches? 

Mr.  Stein.  Yes ;  and  it  took  that  many  sheets  to  make  that  amount. 

Mr.  .Tefhi:b!9,  Were  they  still  in  that  shape? 

Mr.  Stein.  Some  of  them;  and  some  were  cut  in  small  pieces. 

Mr.  Jefferis.  You  mean  26  by  118! 

Mr.  Stein.  Some  of  them  are  still. 

Mr.  Jefferis.  Were  they  that  size  before  you  cut  them  upt 

Mr.  Stein.  Yes,  sir;  when  they  were  received, 

Mr.  Jefferis,  And  others  are  31  by  116  inches? 

Mr,  Stein.  Yes,  sir. 

Mr,  Jefferis,  And  otliers  23  by  90  inches! 

Mr.  Stein,  Yes.  sir. 

Mr.  Jefferis.  Now,  did  you  cut  them  up  or  not! 

Mr.  Stein,  The  greater  portion  of  those — I  think  you  are  work- 
ing on  cooks'  cliests  there,  aren't  you  ! 

Mr.  Jefferis,  I  don't  know. 

Mr,  Steiw.  The  fireless  cookers  and  the  cooks'  chests,  the  gi-eater 
portion  was  cut  up.  In  other  words,  we  have  enough  material  now 
to  make  35,000  fireless  cookers  cut  up.  In  the  original  stage,  as 
they  were  when  we  received  them,  we  would  have  quit  and  would 
not  have  put  any  more  labor  on  them. 

Mr.  Jefferis".  What  are  these  8.975  wood  racks,  they  cost 
$2,544;  what  is  that  for? 

Mr.  Stein,  That  is  a  stick  of  maple  approximately  an  inch  and 
a  quarter  square,  and  is  bored  into  holes  which  leaves  a  shell  of 
from  a  quarter  to  one-eighth  inch  on  the  outside,  to  hold  the  vari- 
ous receptacles  that  the  cooks'  chests  were  to  contain.  This  is  a 
stick  of  wood  about  30  inches  long.  We  realiz^ed  that  was  something: 
we  could  not  get  anything  out  of.  That  is  wood  that  ultimately 
will  probably  go  into  your  fnmacc  and  be  burned,  and  they  are  still 
on  hand  where  they  were. 

Mr.  Jefferis.  I  notice  9!t3.75  feet  of  chain  at  3  cents  a  foot; 
what  is  that  chain! 

Mr,  Stein.  The  chain  was  used  for  holding  the  snap  for  keepmg 

the  box  closed,  instead  of  a  hook.     Each  box  was  equipped  with  a 

chain  8  or  10  inches  long  with  a  harness  snap  on  instead  of  a  hook, 

Mr.  Jefferis,  And  you  claim  that  most  of  this  sUxk  was  cut  up? 

Mr,  Stfin,  Yes,  sir. 

Mr,  Jefferis.  Into  sizes! 

Mr.  Stein.  Yes,  sir. 

Mr,  Jefferis,  And  you  did  that  after  it  reached  the  factory! 

Mr.  Stein.  Yes,  sir. 
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Mr.  Jeffebis.  Then  the  claim  don't  show  for  it  in  the  original 
sheet  form! 

Mr.  Stein,  Xo;  it  showed  the  amount  of  material  necessary  to 
uiakc  these  different  articles.  In  other  words,  you  could  not  get  at 
It  any  other  way  tlian  to  say  in  order  to  make  the  standardized  fire- 
ksK  cooker  it  took  so  many  sides  and  shelves,  and  this  material 
was  all  cut  from  the  metal. 

Mr.  JEFFEBI9.  I  notice  here  items  of  26  by  112  and  26  by  118 
black  sheet  steel.    Was  that  all  cut  up? 

^[r.  Stetn.  All  of  the  steel  that  was  left  was  all  the  items  that 
cAuld  be  sold  as  original  stock,  and  we  recently  had  an  inquiry, 
.-iart  the  steel  strike,  (hi  the  particular  items;  and  tliose  were  the 
Uungs  that  everybody  that  came  in  said  "  If  it  was  all  like  that  we 
woum  make  you  an  offer."  And  the  rest,  seems  to  be  useless,  unless 
UieT  uould  find  somethinc  for  that  particular  size  of  material. 

Mr.  Jefferis.  Parts  of  your  purchase,  wasn't  it.  as  shown  here: 
ilO^'^i  pounds  of  '20-gauge.  30  by  120,  and  36  by  180;  and  357,175 
pounds  of  20-gauge,  20  by  120  and  22  by  110  black  sheet  steel,  that 
«tt  you  S.>.82  per  hundred,  and  then  430.169  pounds  of  20-gauge  of 
I  little  different  size,  that  cost  you  $5.27  pel-  hundred;  and  so  on 
down? 

Mr.  Stein.  You  see,  the  difference  is  not  specified;  we  bought  in 
natk  sizes  and  then  cut  it  up. 
Mr.  Jeffesib.  Well,  were  uiose  cut  up  or  not? 
Mr.  &TF-i>-.  Some  of  them;  I  should  say  some  of  them — I  was 
going  to  tell  you  the  contract  that  they  were  all  cut  up  for,  but  I 
un  not  positive. 

Mr.  Jefferis.  And  your  labor  item  is,  I  see  here  in  these  figures, 
isDBt  at  what  I 
Mr.  Stein.  In  which  claim,  Mr.  Jefferis! 

Mr.  Jeffebis.  The  second  one,  or  the  third  one;  $23,000,  is  it! 
\AA  Tou  have  that  much  labor  in  this! 

Mr.  Stein.  Yes;  we  had  that  much  tabor  on  spun  parts  alone;  on 
one  item. 

Mr.  Jeffebis.  What  do  you  include  in  that  term  "  handling  and 
.iTtrhead  on  974.5  tons  of  steel  material  at  $5  per  ton " ;  do  you 
v-hirge  that  much  for  handling  it! 

Mr.  Steix.  That  amount  was  arrived  at  by  getting  the  reputable 
stwl  houses  in  Chicago  to  c^ve  us  their  fair  vahie  of  what  they  con- 
fOfitd  handling  and  overhead  on  steel  sheets  and  parts  and  so  on. 
.\ih1  that  was  agreed  tc  by  the  Washington  representative  that  first 
time — at  $5  a  ton  to  lie  allowed. 
Mr.  Jeffbus.  That  would  include  interest  and  all,  wouldn't  it! 
Mr.  Stei?,-.  No:  that  was  just  the  handling  and  overhead  on  the 
'beet-;. 
Mr.  Jitferis.  What  would  be  included  in  the  handling! 

Mr.  Stein.  No  :  the  things  would  not  be 

I       Mr.  Jeftebis  (interposing).  I  say,  what  would  be  included! 

Mr.  Stein.  The  unloading  of  it,  and  the  handling  of  it,  and  the 
^rttiit^  it  out  of  the  way,  and  the  carrying  charge  exclusive  of  the — ♦ 
Mr.  Jefferis    (interposing).  What  do  you   mean   by  carrying 
tbti^! 
Mr.  Stkix.  Insurance. 
Mr.  Jefferis.  Did  you  insure  it! 
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Mr.  Stein.  Yes.  sir. 

Mr.  Jeffebis.  Did  yon  think  it  would  burn  up? 

Mr.  Stein.  I  kneiv  if  there  was  a  fire  in  that  factori-,  it  would 
be  no  good,  especially  if  tlie  fire  was  centered  in  that  part  of  the 
factory ;  it  would  buckle  up  like  a  sheet  of  paper. 

Mr.  .Iefferis.  Then  if  you  keep  it  for  a  long  time,  it  would  cost 
you  as  much  as  it  did  originally  ? 

Mr.  Stein.  This  is  only  $5  a  ton. 

Mr.  Jefferis.  Did  it  cost  you  that  much  ? 

Mr,  Stein.  It  would  cost  more  than  that.  In  other  words,  wi; 
handled  974.5  tons  of  steel  at  $5  a  ton,  $4,872.50. 

Mr.  Jeffebis,  Don't  you  have  to  manufacture  this  stuff  into  that 
you  have  cut  up  for  cookers,  anything  for  sale? 

Mr.  Stbin,  Since  this  settlement  was  made  we  have  endeavored  to 
make  this  into  some  articles  for  this  reason :  There  is  a  building  strike 
in  Chicago,  and  we  could  not  make  our  regular  products,  and  we  have 
had  two  men  on  the  street  all  the  time  trying  to  get  some  contracts, 
or  something  to  make  out  of  tliis  stuff,  some  article  to  manufacture, 
but  it  is  too  heavi',  or  it  is  not  cut  in  the  right  size,  or  there  U  so 
much  of  it  that  if  a  man  wants  200  .r  300  articles,  it  does  not  make  a 
dent  in  it.  We  have  gone  so  fai  as  to  try  to  -sell  to  the  General 
Motors  Co.,  but  we  have  never  had  an  order,  a  feeler,  so  far  as  an 
order  is  concerned.  As  I  said  before,  we  tried  to  make  cafeteria  sinks 
out  of  it,  and  they  won't  allow  us  to  make  it  except  out  of  26  or  28 
gauge  stuff,  whicli  is  very  light.    This  is  very  heavv, 

^fr.  Gai  "     "•  -      - ■ 


,  Mr.  Stein,  I  hand  you  here  wliat  purports  to  be  a 
brief  of  facts,  filed  in  support  of  your  claim,  and  ask  you  to  exiimine 
page  95  of  this  brief  and  state  whether  or  not  that  i.s  a  copy  of  the 
letter  which  you  read  into  the  record  some  time  ago  touching  tjie 
specifications  of  the  character  of  tin  plate  that  you  were  instructed 
to  use  in  this  manufactured  article? 

Mr.  Stein.  It  think  it  is. 

Mr,  G.iRRETrr.  You  have  stated  that  this  material  was  allocated 
to  you  from  the  War  Industries  Board,  or  by  the  War  Industries 
Board.  I  will  ask  you  to  examine  page  40  and  state  whether  or  not 
that  is  a  copy  of  the  letter  received  by  your  company? 

Mr,  Stein.  I  think  it  is;  yes. 

Mr.  Jbfferis.  Will  you  just  read  the  substance  of  that  into  the 
record? 

Mr.  Stein.  I  just  wish  to  correct  one  statement;  I  said  by  the 
Government,  and  I  corrected  myself  when  I  stated  the  War  Indus- 
tries Board,  The  War  Industries  Board  ruled  after  a  certain  period 
of  time,  after  the  Hardware  and  Metals  Division  allocated  the  stuff' 
to  us,  and  said  it  would  have  to  be  made  of  a  certain  type,  and  that 
it  would  be  allocated  from  the  American  Sheet  and  Tin  Plate  Co., 
so  they  wrote  this  letter  saying: 

REPTEllRhlB  6,    IflS. 

From :  Hardware  and  Metals  Division. 

To:  Steln-Burn  Camp  &  Field  Equipment  Co.,  Chicago,  111. 

Subject:  Allocation  Q-141. 

1,  This  office  has  this  day  forwarded  allocation  No.  Q-141  to  the  Anierlcaa 
Sheet  &  Tin  Plate  Co.  for  bars  and  sheets  as  per  inclosed  copy. 

2,  This  allocution  has  been  authorized  by  the  commodity  commlttt'e  to  the 
American  Slteet  &  Tin  Plate  Co.,  instead  of  the  Empire  Rolling  MI1U  Cv.  as 
per  original  allocation,  dated  August  26. 
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1  You  are  requested  to  comrounicnte  with  the  American  Sheet  &  Tin  I'late 
Co.  ginng  specifications  of  orders,  and  If  you  encounter  any  ditTlcnlty  in  ob- 
taining deliveries  to  complete  this  contract  you  are  requested  to  n<|vi^4e  this 

Bt  authorlly  of  the  notlne  quartermnster  general. 

Wm.  a.  Gbaham, 
Chief.  Hardirarc  arul  Melah  mt^ision. 
ByH.  F.  MUBPHY, 
Second  Lieutenant,  Quarleriiia^ler  Corpt. 

Mr.  (iAKHETT.  Xow,  at  pajre  31  of  thi.s  brief  I  find  a  letter  signed 
I'V  tlie  War  Industries  Board,  per  Jam&s  W.  Hitchcock,  addressed 
t"  the  American  Slieet  &  Tin  Pkte  Co.;  I  will  ask  you  it  you  re- 
(vived  a  i*opy  of  that  letter;  if  a  copy  of  that  letter  was  sent  to 
}ou !  ' 

Mr.  8te]x.  I  think  it  was;  yes,  sir. 

Mr.  CiARRETT.  Will  you  read  t!ie  body  of  this  letter  into  the  record  ? 

Mr.  Stein  (reading): 

OCTORER  21.    1918. 

AuoicAN  SiiEET  k  Tis  Plvte  Co. 

Frick  Building,  Pittsburgh,  Pa. 
Ge.\ti£ue\  :  We  are  informed  by  Steln-Burn  Camp  &  Field  Equipment  Co., 
ISO  Westminster  BuildlnK.  Chicago,  that  they  liave  placed  with  you  order 
cverine  97,l."i0  pieces  of  20-irauBe  coke  tin  plate. 

Tills   material  la  urtteiiil.v   required   for  the  mnniifactore  of  bread  boxes, 
fimfcs'  ehest.-i.  flreless  cookers,  etc.,  for  shipment  to  E:tpeditlonary  Forces;  and 
JIM  are  hereby  autborlxe<l  to  proceed  with  the  manufacture  nt  tbe  eurlleet  pos- 
ribie  moment. 
I'lease  advise  when  you  expect  to  place  tills  tin  in  transit. 
Very  truly,  yours, 

War    Industsies   Bouio, 

Jaues  W.  Hitchcock, 

AMtttant  to  Chief  in  Charge  of  Tin. 

Mr.  Garrett.  That  is  all;  I  just  thought  that  ought  to  be  put  in 
to  complete  the  record. 

Mr.  Graham.  Just  one  or  two  more  questions  I  want  to  ask  you: 
I  have  made  a  computation  of  the  material  as  shown  by  your  tliree 
claims  of  the  raw  material  puFchased  by  you  of  various  kinds;  I 
liave  figured  that  von  purchased  raw  materials  to  do  this  work  total- 
ing ?i77.975,38,     bo  you  know  whether  that  computation  is  right? 

Mr,  Stein,  I  do  not,  sir, 

Mr,  Graham.  Well,  totaling  the  amounts  shown  on  each  for  the 
materials  in  your  three  claims,  that  is  what  they  aggregate.  Now,  in 
iddition  I  find  that  you  have  expended  for  labor  $23,618.86  on  those 
three  claim,s.  Now,  you  received  $171,687.06  on  the  claims;  you  re- 
ceived within  $6,000,  then,  as  much  as  the  material  cost  you,  didn't 
yon  ? 

Mr.  Steix.  No,  sir, 

Mr.  Graham.  Why  didn't  you  * 

Mr.  Stein.  That  material  was  purchased  a  year  prior  to  the  time 
Ihat  this  claim — approximately  a  year  prior  to  the  time  that  this 
claim  was  settled  and  paid  for. 

Mr.  Graham.  But  I  am  speaking  of  the  first  cost, 

Mr.  Stein.  To  that  must  oe  added  all  the  subsequent  costs. 

Mr,  Graham,  1  am  speaking  of  the  first  cost. 

Mr.  Stein.  Assuming  that  your  figures  are  correct 

Mr.  Graham  (interposing)*  Yes. 
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Mr.  Stein.  I  would  say  yes;  I  have  nothing  to  substantiate  that. 

Mr.  Graham.  The  figures  are  here;  you  can  figure  it  yourself;  I 
think  I  have  computed  them  properly ;  that  the  amount  paid  you  on 
this  was  within  $6,000  or  $7,000  of  the  first  cost  of  the  raw  materials; 
and  now,  in  addition  to  that,  you  got  all  the  raw  materials  and  the 
finished  product;  that  is,  partly  finished.  You  contend  that  was  a 
fair  settlement,  do  you? 

Mr.  Stein.  I  contend  that  that  was  a  very  fair  settlement  for  the 
Government. 

Mr.  Graham.  But  nonfair  for  you  ? 

Mr.  Stein.  Well,  if  we  continue,  Mr.  Chairman,  to  proceed  along 
the  lines  we  have,  I  would  say  yes;  because  we  have  got  an  ungodly 
lot  of  stuff  that  can  not  be  used  for  a  darned  thing  that  I  can  find, 
and  we  have — 1  have  tried  to  find — I  have  tried  to  find  it.  We  have 
estimators  and  engineers,  and  they  go  out  constantly  to  get  these 
windows,  and  they  liave  been  trjing  to  sell  this  stuff.  Now,  since  the 
steel  strike  has  b^n  on  we  have  had  several  inquiries  for  part  of  this 
stuff  from  the  people  who  sold  it  to  us,  and  that  is  along  the  line  of 
our  settlement ;  that  is,  if  we  sell  it  we  will  not  realize  our  salvage 
values.  Now,  no  one  is  more  anxious  to  realize  money  than  we  are, 
because  we  have  a  lot  of  it  tied  up  there. 

Mr,  Graham.  I  assume  you  are  willing  to  sell  that  at  $4  a  ton! 

Mr.  Stejn.  The  scrap  was  $8  a  ton. 

Afr.  Graham.  Are  you  willing  to  sell  your  sheet  metal  at  a  cent  and 
a  quarter  a  pound  ? 

Mr.  Stein.  We  allowed  more  than  that. 

Mr.  Graham.  How  much? 

Mr.  Stein.  The  figures  which  the  salvage  board  placed  on  it. 

Mr.  Graham.  How  much  did  that  make  ? 

Mr.  Stein.  I  tried  to  figure  it  and  put  it  in  the  record;  I  haven't 
it  here  now. 

Mr.  Graham.  I  assume  you  are  ready  to  sell  these  black  round- 
head rivets  for  25  per  cent  of  what  they  "cost? 

Mr.  Stein.  Yes;  I  would  be  glad  to.  Now  the  supply  man  that 
sold  us  a  good  many  of  those  materials  has  gone  all  over  it;  natur- 
ally, he  is  trying  to  buy  as  cheap  as  he  can. 

Mr.  Graham.  I  tell  you,  if  you  send  your  man  into  Philadelphia 
or  Baltimore  to  sell  to  the  witnesses  who  have  testifiedbefoi*  this 
committee,  you  would  sell  it. 

Mr.  Stein.  I  am  on  my  way  to  New  York  now,  and  I  have  an 
arrangement  with  a  man  there  that  wants  some  of  that  stuff. 

Mr.  Graham.  We  have  testimony  before  this  committee  that  that 
stuff  is  worth  more  than  it  cost. 

Mr.  Stein.  Well,  I  think  in  order  to  determine  that  the  material 
must  be  seen.  Take  rivets  that  have  been  standing  in  open  kegs  and 
in  open  pans,  such  as  we  had  in  our  shop,  for  six  months;  they  ilo 
not  sell  well;  they  are  not  in  the  same  shape  as  when  they  were  new  ; 
they  are  rusty.  The  man  that  takes  them  and  tumbles  them  an<l 
oils  them  up  and  gets  them  ready  to  use  again  has  got  to  spend  25 
per  cent  to  bring  them  to  the  original  state. 

Mr.  Graham.  Where  have  you  had  them  all  this  timet 

Mr.  Stein.  In  our  factory.  In  other  words,  we  were  not  allowed 
to  do  a  thing  until  the  Government  told  us  whether  they  would  take 
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iLvm  or  wliether  we  would  ha^e  to  keep  them.  And  the  claims  came 
through  and  tliey  told  us  to  keep  them.  Now,  had  they  told  us  to 
;*ll  this  stuff,  that  would  have  been  different.  We  can  use  sortie  in 
uur  product,  but  not  that  much.  We  have  used  some  of  the  chain ; 
we  eot  the  architect  to  change  the  specifications  and  specify  the  chain 
in  the  pulley  weights,  and  tried  to  use  it  up. 

The  cork  is  in  the  original  package  in  our  basement.  We  tried  to 
sell  it  a  number  of  times,  but  the  cork  is  way  below  what  we  paid 

We  hare  the  n\ets.  ami  had  the  supply  man  come  in;  and  we  havH 
'ried  to  sell  them  and  can  not  move  them.  You  must  realize  that 
ITT  factor*-  was  working  for  war  products,  and  everybody  was 


■■>aile.i  up.     If  any  man  takes  it,  he  will  say.  "We  will  take  it  as 
i*rap  ana  try  to  use  it  up." 
Mr.  Graham.  Yes;  I  think  that  was  the  effort  of  every  manufac- 


Mr.  Jt:FKEiiis.  We  will  get  a  lot  of  stuff  cheH[>er  soon  for  the  gen- 
«r«l  public. 

Mr.  Stein.  We  have  tried  to  use  it  in  boxes  of  this  type,  of  file 
bi>ies  [indicating  filing  cabinet]  and  for  work  for  the  General  Motors 
( ».    Tliey  said  it  is  too  light. 

Mr.  (iBAHAM,  Are  you  reducing  your  price.s  on  the  products  you 
iri  out  ? 

Mr.  SrtaN.  You  mean  on  windows  and  doors? 

Mr,  <iB-VHAM,  Yes. 

Mr.  Stein,  No,  sir, 

Mr.  (iHAHAM.  It  has  gone  up* 

Mr.  Steix.  The  situation  is  such  that  the  builder  is  making  his 
jrii*s  but  he  can  not  get  it. 

Mr.  Graham.  The  price  has  gone  up? 

Mr.  Steix,  "WTiat  has  gone  up? 

Mr.  Graham.  The  windows  and  doors? 

Mr.  Stein,  We  are  getting  less  than  we  did  two  years  ago.  We 
St  approximately  $8.50  and  we  get  $3  to-day. 

Mr.  Ghaham.  What  about  the  boxes  for  the  cafeterias,  has  that 
[lice  increased  on  thosu? 

Mr.  .'^irrN.  We  have  ne^er  made  those  before.  Our  labor  is 
hisher:  our  labor  is  considerablv  higher. 

Mr.  Graham.  How  does  it  happen  tliat  all  you  gentlemen  who 
at  doing  contract  business  in  settling  with  the  Government  con- 
tend that  this  stuff  is  not  worth  anything  but  junk,  and  when  an 
ordinary  common  person  goes  into  the  market  to  buy  anything,  from 
>  coal  shovel  to  a  locomotive,  it  is  worth  twice  as  much  as  it  was 
before  the  war!  If  you  have  this  stuff  on  hand,  why  don't  you  use 
ii  »nd  reduce  the  price? 

Mr.  Stein.  I  can  only  answer  that  in  this  way :  The  Government 
b  cmttroUing  in  every  branch — the  Navy  and  tie  Quartermaster — 
u>d  we  have  bought  stamping  steel  at  $34  and  $35  a  ton  that  cost  the 

Government  8  and  9  cents  a  pound 

Mr.  Graham  (interposing).  Do  you  think  that  answers  the  ques- 
tion! 
Mr.  SmN.  I  think  so.    And  when  we  go  to  that  expert  focjB 

and  he  has  been  in  the  salvage  department  of  the  C 
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that  man  has  been  there.  probabl,\',  during  the  entire  irar — he  says: 
"Why  don't  you  raise  the  salvage  values?"  I  say,  "What  is  the 
value?"  He  pulls  out  the  jouniula  and  the  latest  works  and  tells 
me,  "That  is  the  price  on  that  to-day,"  "How  much  on  this  par- 
ticular stuff? "  He  looks  up  the  sizes,  and  I  say,  "  If  they  are  pay- 
ing that,  Mr,  ^Varrcn,  I  would  be  willing  to  pay  that  amount." 
Don't  yon  think  we  have  been  ^oinp;  as  far  as  we  could  to  concede 
everj'  request,  or  should  we  say,  "  No;  I  can  get  1  cent  a  pound  more 
in  SIX  months  from  now,"  and  hold  it? 

Mr.  Grahasi.  Do  you  say  that  this  responsibility,  whether  the 
settlement  is  just  or  unjust — that  the  responsibility  does  not  rest 
on  you,  bnt  the  salvage  value  was  fixed  by  the  Government?  That  is 
your  statement,  is  it? 

Mr.  Stein,  That  is  substantially  the  statement;  and  had  the  Gov- 
ernment shown  us  that  we  should  pay  twice  the  amount  of  salvage 
or  shown  to  us,  as  they  did  on  the  salvage  board,  that  that  was  the 
price,  we  would  agree  that  was  the  price,  but  I  contended  right 
along  I  did  not  want  the  material,  I  brought  the  point  up;  I  did 
not  want  the  material.  "Why  not  settle  this  up  and  you  keep  it!  " 
They  said :  "  That  is  out  of  the  question ;  the  settlement  is  on  the 
basis  that  you  are  to  keep  the  material.  Now,  if  you  refuse  to 
keep  the  mateiial  we  can  not  settle  beyond  this."  Put  yourself  in 
the  position  of  the  manufacturer  who  has  $250,000  worth  of  mate- 
rial, that  has  to  be  paid  for  before  it  came  in,  and  which  is  worth 
almost  nothing  to  settle. 

Mr.  Graham.  What  did  you  take  these  contracts  for,  for  pure 
patriotism  or  to  make  money  ? 

Mr.  Stkin,  No,  sir;  we  took  them,  firstly,  because  we  wanted  to 
develop  something  that  we  had  partially  developed  for  another 
country,  had  it  abont  ready,  and  we  took  it  on  for  the  United  States 
Government  when  it  became  involved.  Secondly,  we  had  300  men 
that  we  wanted  to  keep  busy.  These  men  had  been  idle  for  months, 
some  of  them  on  full  pay,  and  we  said  if  we  did  not  have  anything 
else  we  can  keep  these  shops  going,  and  then  the  situation  got  serious. 
and  the  Government  came  to  us  and  said,  "Can  you  make  this  or 
that  or  something  else?"  and  we  increased  that  until  we  had  1^00 
men  working. 

Now,  I  want  to  say  this,  it  depends  on  this  that  you  could  not 

Mr.  Graham  (interjKising).  Von  only  made  CC  cookers? 

Mr.  Steix.  I  beg  pardon. 

Mr,  Graham,  On  this  order;  the  Government  got  nothing  on  those 
particular  contracts  that  amounts  to  anything.  Now,  then,  yon  got 
this  material:  you  can  use  it  in  your  business  to  advantage.  Wliy. 
you  may  profit!  largely,  and  in  any  event,  yon  have  not  lost  a  preal 
(leal  bei-ause  you  have  got  back  almost  as  nmch  as  the  raw  material 
cost  you. 

Mr.  Stein,  There  are  very  few  concerns  that  can  carry  on  the 
nature  of  a  business  we  are  carrying  for  the  contractor  and  then 
carry  a  burden  of  this  kind  in  cash. 

Mr.  Gkaham,  If  my  figuring  is  correct,  this  burden  from  your 
claims  here,  it  is  not  more  than  $25,000;  that  is,  what  you  paid  out 
for  labor. 

Mr.  Stein.  It  amounts  to  more  than  that. 
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Mr,  (iBAHAM.  Yo\i  figure  it  for  yourself.  After  the  money  you 
pot  back  you  haven't  more  than  $35,000,  including  overhead  and 
lianilling;  from  my  figures. 

Mr.  Stein.  It  appears  to  me  more  than  that  from  the  figures  in  my 
office. 

Mr.  (iRAMAM.  Well,  I  think  we  will  adjourn.  That  is  all  you 
wanted  to  say? 

Mr.  Steix.  There  isn't  anything  you  wanted  me  to  stay  here  for^ 

Mr,  Gbaham,  No. 

Mr,  Stein.  I  want  to  sav  this :  I  will  assist  in  any  way  possible,  if 
I  am  not  beyond  reach.     1  thank  you  very  much. 

(And  thereupon,  at  6.45  o'clock  p.  m.,  the  committee  adjourned 
until  Wednesday,  October  1,  1919,  at  10  o'clock  a.  m.) 
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The  following  hearings  relative  to  Benicia  Arsenal,  Calif.,  were 
h^  by  Siibcommitfee  No.  1  (Aviation),  which  subcommittee  was 
then  taking  testimony  in  the  Pacific  coast  States,  at  the  request  of 
Subcommittee  No.  5  (Ordnance),  and  are  now  here  included  in  the 
printed  hearings  of  said  Subcommittee  No.  5. 

Benecia  Arsenal,  Calif., 

September  15, 1919. 
The  subcommittee  met  at  3.30  o'clock  p.  m.  at  the  office  of  the  cora- 
iiiandant,  Benicia  Arsenal,  Calif.,  Hon.  James  A.  Frear  (chairman) 
presiding. 
.\!so  present,  Hon.  Walter  W.  Magce  and  Hon.  Clarence  ¥.  Ijca. 

TESirUONY  OF  COL.  E.  P.  O'HEBN. 

(Tlie  witness  was  sworn  by  Mr.  Frear.) 

Mr.  Lea.  WTiat  is  your  relation  to  the  work  of  Benicia  Arsenal  ? 

Col.  O'Hf-bx.  I  am  the  commanding  officer  of  the  arsenal. 

Mr.  Lea.  'What  department  of  the  Army  are  vou  in  ? 

Col.  O'Hkbn.  The  Ordnance  Department,  United  States  Army, 

Mr,  Lf.a.  How  long  have  you  bet'n  in  conmmiid  here? 

Col.  OIIer-n.  Since  March  11,  1919. 

Mr.  I^EA.  How  long  have  vou  been  in  the  militaiy  service  of  the 
I'nited  States? 

Col.  O'Hebx.  Since  gi-«duntion  from  the  United  States  Military 
.Vcademy  at  West  Point  in  June,  1894, 

Mr.  Lea.  And  what  experience,  in  a  general  way,  have  you  had  in 
the  militarv  service  of  the  United  States? 

Col.  O'Hebn.  I  had  six  years  of  service  in  the  Artillery;  three  of 
that  in  the  Field  Artillery,  and  three  in  the  Coast  Artillery,  going 
through  the  Spanish-American  War  as  a  lieutenant  of  Artillery. 
Since  that  time  I  have  been  an  officer  of  the  Ordnance  Department  of 
the  Army.  I  have  had  service  in  Washington,  in  the  Burean  of 
Ordnance  in  charge  of  gun  and  ammunition  matters;  service  at  the 
gan  factory  at  Watervliet  Arsenal,  N.  Y. 

Upon  the  outbreak  of  the  war  I  was  ordered  to  duty  in  Washing- 
ton, where  I  had  charge  of  the  gun  and  ammunition  design  work, 
until  January,  1918,  when  I  was  ordered  to  France  in  charge  at  the 
general  headquarters  and  on  the  staff  of  Gen.  Pershing  as  chief 
ordnance  officer  of  the  First  Army  during  the  American  operations, 

Mr.  Lea,  You  were  in  that  service  at  the  conclusion  of  the  war? 

Col.  O'Hebn.  At  the  conclusion  of  the  war;  yes,  sir, 

Mr.  Lea.  Are  vou  acquainted  with  the  history  of  this  arsenal? 

Col.  O'Hern.  Seasonably  so. 

Mr.  Lea.  When  was  it  established? 

Col.  O'Hebn.  About  1860. 

Mr.  Lea.  Ajid  what,  in  brief,  has  been  its  history? 
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Col.  O'Hern.  It  was  established  as  a  supply  depot  for  the  tr<>oi>..> 
on  the  Pacific  coast.  It  has  continued  as  a  supply  depot  for  those 
troops,  and  has  also  developed  into  something  of  a  supply  depot 
for  our  insular  possessions — that  is,  Hawaii  and  the  Philippine 
Islands,  and  we  have  been  supplying  from  here  some  of  the  troops  in 
the  Siberian  expedition.  Beyond  its  function  as  a  supply  depot,  it 
has  developed  to  a  limited  extent  as  a  manufacturing  establishment 
in  connection  with  upkeep  of  the  armament  of  the  coast  defenses  on 
the  Pacific  coast  and  the  upkeep  of  the  mobile  artillery  in  the  hands 
of  the  troops  in  this  vicinity.  It  has  at  present  perhaps  $10,000,000 
worth  of  supplies  in  storage,  and  we  are  doing  a  small  amount  of 
manufacturing  work.  This  comprises  chiefly  the  manufacture  of 
cast-iron  projectiles  for  seacoast  target  practice,  the  manufacture  of 
cartridge  nags,  for  putting  up  the  smokeless  powder  charges  for  thfi 
seacoast  cannon,  and  the  repair  and  overhauling  of  small  arms,  and 
horse  equipment  from  the  camps  and  posts  in  the  Western  Depart- 
ment. We  have  at  the  present  time  a  very  limited  number  of  enUsted 
men — about  16 — and  about  135  civilian  employees. 

Mr.  Lea.  What  is  the  acreage  owned  by  the  Government  in  con- 
nection with  the  arsenal  t 

Col.  O'Hern.  Approximately  339  acres. 

Mr.  Lea.  That  land  has  been  owned  for  many  years,  has  it^ 

Col.  O'Hern.  It  has  for  a  great  many  years,  since  the  establish- 
ment of  the  arsenal,  so  far  as  I  know. 

Mr.  Lea.  What  is  the  distance  from  here  to  Mare  Island? 

Col.  O'Hebn,  Between  7  and  8  miles. 

Mr.  Lea,  And  how  deep  is  the  water,  so  far  as  water  transporta- 
tion is  concerned  ? 

Col.  O'Hebx.  We  have  a  channel  from  San  Francisco  to  this  ar- 
senal witli  a  present  depth  of  35  feet,  so  I  am  informed  by  the  Xavy 
officials.  The  distance  is  about  30  mile.  We  are  frecjuently  shipping 
by  barge  from  here  to  San  Francisco,  sending  supplies  to  go  aboard 
transports  or  other  ships. 

Mr.  Lea.  And,  of  course,  can  reach  any  point  on  the  San  Francisco 
Bay  in  connection  with  the  water? 

Col.  O'Hern.  We  can. 

Mr.  Lea.  Wliat  is  the  extent  of  the  property  ofherwige  owned  by 
the  Government  besides  the  land  t 

Col.  O'Hern,  Besides  the  land  there  are  improvements  with  a  pres- 
ent valuation  which  I  would  estimate  at  approximately  $2,000,000. 
The  official  valuation  recorded  in  the  War  Department  record  is 
somewhat  under  that  because  of  the  method  which  was  used  in 
checking  the  original  cost  and  charging  off  a  fixed  percentage  per 
year.  That  does  not  apply  very  accurately,  in  my  opinion,  to  a 
plant  of  this  kind,  where  the  plant  is  kept  up  from  year  to  year. 

Mr,  Lea,  Of  what  do  those  properties  consist? 

Col.  O'Hern,  A  machine  shop  of  brick,  fair  sized,  two  story ;  store- 
houses of  brick  and  of  reinforced  concrete,  two  story;  in  all  five 
main  storehoufes;  magazines  suitable  for  the  storage  of  ammunition 
and  high  explosives,  and  various  buildings  of  common  utility,  such 
as  office,  stables,  officers'  quarters,  enlisted  men's  barracks  and  build- 
ings of  minor  importance. 

Mr.  Lea.  What  is  the  opportunity  for  expansion  here  if  desired 
at  the  present  time? 


itv  Google 


OBDKANOB.  1S69 

Col.  O'Hebn.  There  is  much  unoccupied  land  at  the  present  time, 
some  of  it  close  to  the  railroad,  newly  filled  in  land,  that  is  entirely 
pncticable  for  building  purposes^  although  the  foundations  for 
structures  would  be  fairly  expensive.  Beyond  that  there  is  high 
Und  on  which  we  are  about  to  erect  a  storehouse,  and  to  which  we 
ire  about  to  build  an  extension  of  the  railroad.  We  found  it  en- 
tirely practicable  to  extend  the  track  without  great  cost,  to  the  high 
liiid,  which  throws  open  a  considerable  area — several  hundred  acres. 

Mr.  Lea.  With  what  railroad  is  the  arsenal  connected ! 

Col.  O'Hebn.  We  are  on  the  main  line  of  the  Southern  Pacific  Rail- 
road and  not  far  away  across  the  bay  is  the  Santa  Fe  system. 

Ur.  Lea.  You  have  immediate  connection  across  the  hay  here  on 
the  Southern  Pacific  line? 

Col.  O'HzRN.  Yes;  we  have, 

Mr.  Lea.  What  can  you  say  as  to  the  location  of  the  arsenal  with 
reference  to  the  tabor  supply  i 

Col.  O'Herx.  We  have  had  no  difficulty  in  securing  the  labor 
Deeded  thu.^  far.  Within  a  radius  of  30  miles  there  is  a  population  of 
■bout  a  million  and  a  haff.  The  private  enterprises  have  been  ez- 
toiding  bej'ond  us  up  the  bay,  they  run  daily  trains  from  Oakland 
and  San  Francisco,  and  they  seem  to  find  no  difficulty  in  meeting 
their  wants  as  regards  labor,  and  we  think  the  situation  is  reasonably 
satisfactory. 

Mr.  Lea.  About  what  is  the  population  of  Benicia? 

Col.  O'Hern.  About  3,300  to  3,500. 

Mr.  Lea.  What  are  the  nearest  points  of  labor  supply  ? 

Col.  O'Hehn.  Vallejo,  8  miles  away,  has  about  20,000  people. 
Some  of  our  clerks  come  from  Richmond,  and  some  from  Oakland, 
daily. 

Mr.  Lea.  Oakland  is  the  largest  point  of  supply  of  labor,  is  it? 

Col.  O'Hern,  It  is  the  largt^t. 

i(r.  Le.*.  What  conveniences  are  there  for  transportation  of  labor 
to  this  arsenal  ? 

Col.  O'Hebn.  A  train  on  the  Southern  Pacific  Railroad  delivers 
them  at  our  station,  called  Army  Point,  within  300  yards  of  the 
office  buildings.  The  train  also  stops  in  the  afternoon  to  take  them 
borne. 

Mr.  Lea.  How  conveniently  does  the  train  schedule  meet  the  needs 
of  the  labor  supply ! 

Col.  O'Hebn.  Not  ^ry  conveniently,  I  would  say,  at  the  present 
time;  but  I  think  it  could  be  arranged. 

Mr.'  Lea.  Is  there  any  regular  means  of  transportation  from  here 
to  Vallejo  * 

Col.  O'Hern.  There  is  a  bus  line  from  Benicia  to  Vallejo,  where 
they  take  men  for  the  round  trip  on  the  monthly  basis  at  the  rate 
of  $6  a  month.    That  is  quite  convenient. 

Mr.  Lea.  Have  you  anything  to  show  the  comparative  cost  of  pro- 
dnctioQ  here  with  that  of  other  arsenals  in  the  country  t 

Col.  O'Hern.  Nothing  worth  while  as  far  as  concerns  ordnance 
SQpplies.  We  have  produced  some  cast  iron  projectiles,  but  on  a 
aoall  scale,  utilizing  our  machinists  when  they  were  not  occupied 
on  armament  repair,  which  is  their  primary  work.  We  have  gone 
far  enough  to  say  that  in  the  production  of  these  projectiles  in  that 
141211— 20— VOL  2 7 
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way  our  coBt  is  pradiically  the  same  as  the  cost  of  manufacture  in 
large  quantities  in  the  East,  plus  the  freight  cost  of  shipping  them 
to  the  coast.  We  can  put  them  down  here  at  about  the  same  cost 
as  they  can  be  put  down  when  manufactured  in  much  larger  quanti- 
ties in  the  East. 

Mr.  Lea.  How  about  the  accessibility  of  raw  materials  from  this 
location;  that  is,  such  raw  materials  as  are  ordinarily  used  in  tha 
manufacture  of  munitions  and  armament  supplies! 

Col.  O'Hebn.  I  am  not  very  well  qualified  to  state  on  tliat  matter. 
I  do  know  some  points.  For  instance,  there  is  a  large  plant  for  the 
making  of  steel  castings  that  has  been  established  at  Pittsburgh  close 
at  hand. 

Mr.  Lea.  What  distance  is  that  from  here? 

Col.  O'Hern.  About  18  miles  from  here.  Our  castings  for  pro- 
lectilea  we  have  been  buying  in  San  Francisco,  where  there  is  a  very- 
large  establishment,  so  I  am  informed:  a  plant  from  which  we  pro- 
cure them.  The  navy  yard  has  been  able  to  get  all  classes  of  mate- 
rial. As  you  know,  practically  all  classes  of  materials  in  the  way  of 
metals  are  used  in  the  manufacture  of  ships.  They  have  been  getting 
those  materials.    I  do  not  know  the  exact  source. 

Mr.  Lea.  What  is  the  source  of  the  copper  supply  here  i 

Col.  O'Hern.  There  is  a  copper  smelter,  a  large  capacity  smelt^^ 
within  sight  of  the  arsenal.  I  do  not  know  whether  they  produce 
copper  in  other  than  pig  form. 

Mr.  Lea.  From  the  material  standpoint,  what  is  your  judgment  as 
to  the  suitability  of  this  location  for  an  arsenal,  or  what  facts  would 
you  suggest  to  bear  upon  that  question ! 

Col.  O'Hern.  As  a  supply  point  for  the  Pacific  coast  and  as  a  sup- 
ply point  for  shipment  beyond  the  Pacific  coast  and  along  the  Pacific 
coast  by  water,  I  think  the  location  is  an  ideal  one.  It  is  far  enough 
from  the  sea  to  be  practically  immune  from  attack  unless  the  entire 
San  Francisco  region  was  first  occupied.  It  has  the  water  shipping 
facilities  and  the  rail  shipping  facilities  to  a  very  desirable  degree. 
A  ^milar  remark  will  apply  to  its  use  as  a  repair  place  for  the  repair 
and  upkeep  of  artillery  and,  for  example,  the  relining  of  seacoast 
guns. 

Mr,  Lea.  Have  you  any  facilities  for  the  relining  and  the  rifling 
of  high  ezplosiveguns? 

CoL  O'Hern.  We  have  none. 

Mr.  Lea.  How  about  the  opportunity  for  doing  that  work  here? 

Col.  O'Hern.  The  present  outlook  would  seem  to  be  that  the  guns 
in  the  coast  defenses  will  require  relining  in  order  to  restore  th%in  to 
serviceability.  As  far  as  I  am  aware,  there  are  no  facilities  on  the 
Pacific  coast  for  that  work. 

Mr.  Lea.  Can  Tou  give  us  any  information  as  to  what  the  expense 
of  transporting  those  guns  to  the  eastern  factories  and  return  would 
be,  compared  to  the  expense  of  doing  that  work  here? 

Col.  O'Hern.  I  made  a  recent  inquiry  as  to  the  rate  of  transporta- 
tion of  guns  to  the  Watervliet  Arsenal  and  learned  it  was  $2.82  per 
hundred  each  way.  A  rough  computation  indicates  that  it  would  cost 
between  $400,000  and  $500,000  for  the  freight  on  the  guns  now 
mounted  on  the  Pacific  coast,  if  sent  to  the  Watervliet  Arsenal  and 
returned  to  the  coast. 

JSr.  Iaa.  For  freight  alone  f 
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Col.  OIIern.  For  freight  alone.  I  presume  the  cost  of  sending 
tbem  to  this  arsenal  would  be  perhaps  10  per  cent  of  that  amount. 

Mr.  Lea.  For  freight? 

Col.  O'Herm.  Yes. 

Mr.  T.«*  Are  you  able  to  give  any  reliable  approximate  estimate 
IS  to  the  difference  in  cost  of  performing  the  work  after  they  arrive 
here,  compared  with  eastern  factories? 

CoL  O'HeKN.  If  we  had  the  equipment,  I  would  say  that  the  labor 
cost  would  be  under,  rather  than  over,  the  eastern  cost,  for  the  reason 
that  we  have  cheaper  power  here.  We  pay  a  cent  and  a  half  per  kilo> 
wttt  hour,  and  I  remember  when  I  left  Watervliet  Arsenal  in  April, 
1917,  we  were  paying  nearly  2  cents,  between  a  cent  and  three- 
quarters  and  2  cents,  defending  upon  the  amount  used.  We  have 
loother  advantage  here,  in  that  there  is  practically  no  cost  for  tha 
heating  of  the  buildings.  That  was  one  of  our  big  items  at  Water- 
vliet .£^enal.  During  the  period  of  four  to  sis- months  of  that  very 
coid  climate,  it  cost  a  great  deal  to  heat  these  immense,  high  shops 
that  are  required  for  the  handling  of  the  big  forges. 

Mr.  Lea.  About  what  is  the  minimum  degree  of  temperature  here? 

Col.  CHekn.  Something  in  the  vicinity  of  freezing. 

Mr.  Lea.  And  about  what  is  your  maximum  temperature? 

Col.  O'Hehn,  In  the  vicinity  of  90. 

Mr.  I^A.  What  are  the  labor  conditions  here  from  the  weathen 
ftindpoint,  as  to  the  temperature  and  winds? 

Co).  O'Hern.  I  should  say  it  is  the  best  laboring  climate  in  the 
world,  in  my  experience. 

Mr,  Lea.  How  is  it  for  dust  and  smoke? 

Col.  O'Hebn,  We  have  not  suffered  here  from  dust  or  smoke.  The 
Usfaways  are  macadamized  and  concreted. 

Mr.  Lba.  Do  you  know  approximately  what  percentage  of  the 
available  mobile  artillery  is  in  storage  here,  or  in  the  hands  of  the 
Army  on  the  Pacific  coast,  and  the  troops  on  the  Pacific  coast? 

Col.  O'Hern.  My  information  is  not  necessarily  accurate,  but  I 
think  we  have  about  2  per  cent  in  storage  here  and  about  2  per  cent 
Bore  in  the  hands  of  the  troops  on  the  Pacific  coast. 

Mr.  Lea.  ^Vhat  would  be  the  cost  of  providing  sufficient  storage 
facilities  here  to  take  care  of  the  artillery  on  the  Pacific  coast? 

CoL  O'Hebn.  We  are  providing  storage  for  all  we  have  here  at  a 
net  of  about  $150,000,  including  the  railroad  spur  to  connect  up 
with  the  storage  facilities. 

Mr.  Lea.  What,  if  any,  provision  has  been  made  for  storing  the 
machine^  that  the  members  of  the  committee  have  seen  exposed  to 
the  weather  to-day — I  mean  the  artillery ! 

Col.  O'Hbhn.  a  building  is  about  to  be  erected. 

Mr.  Lea.  What  as  to  the  tractors? 

Col.  O'Hebn.  That  material  will  all  be  taken  care  of  in  the  build- 
ing we  are  about  to  erect,  which  has  already  been  provided  for. 

Mr.  Ldu.  About  the  cost  of  providing  a  relining  plant  and  a  rifling 
plant,  c&n  vou  give  any  idea  as  to  what  the  expense  of  that  would  bet 

CoL  O'Hern.  My  estimate  would  be  approximately  $500,000  for 
a  suitable  building,  and  approximately  tlie  same  amount  for  equip- 
ment. I  think,  however,  that  there  may  be  equipment  on  hand — 
salvage — that  can  be  kept  in  storage  for  possible  future  use.  I  do 
not  know  as  to  that. 
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Mr.  Lea,  How  careful  has  your  attention  to  that  estimate  been  'i 

Col.  O'Hern.  Not  very  careful.  It  has  simply  been  from  my  ex- 
perience in  the  Watervliet  Arsenal  and  the  gun-making  works.  It 
naturally  would  be  a  question  as  to  the  capacity  of  the  plant.  We 
could  put  in  a  fair  plant  for  a  million  dollars. 

Mr.  Lea,  Suppose  such  a  plant  were  established,  what  would  be 
required  in  additional  landl 

Col.  O'Hern.  No  additional  land  for  such  a  plant  as  that. 

Mr.  Lea.  If  additional  land  is  required  for  any  purpose,  it  is  avail- 
able^ 

Col.  O'Hern.  In  my  opinion  suitable  land  is  available,  and  from 
the  inquiries  which  I  have  made  I  think  it  can  be  bought  at  a  cost 
of  from  $150  to  $200  per  acre  immediately  adjoining  the  reservation, 
high  land  well  suited  for  any  manufacturing  or  storage  purpose- 
Mr.  Lea.  How  much  of  a  water  front  have  you  here  that  is  avail- 
able for  building  or  dockage  purposes? 

Col.  O'Hern.  Roughly,  half  a  mile. 

Mr,  Lea.  If  the  plant  was  established  for  manufacturing  com- 
ponent parts  of  artillery  ammunition,  or  an  assembling  plant,  how 
much  would  such  a  plant  cost;  that  is,  for  manufacturing  parts  and 
an  assembling  plant! 

Col.  OIIehk.  That  would  be  so  dependent  upon  the  capacity  of  the 
plant  that  it  is  difficult  to  answer  it  categorically,  but  a  good  sized 
plant  could  be  put  in,  I  will  say,  for  $2,000,000. 

Mr.  Lea.  What  is  your  water  supply  here? 

Col.  O'Hern.  During  about  six  months  of  the  year,  roughly  from 
January  to  July,  we  are  able  to  procure  unlimited  quantities  of 
good  water  from  the  Carguinez  Strait,  fresh  water.  During  the 
remainder  of  the  year  we  draw  upon  the  reservoir  supplies  we  have 
accumulated,  and  beyond  that  buy  water  from  the  Benicia  Water 
Co.  We  ha\-e  sufficient  water  at  the  moment,  but  there  is  not  suffi- 
cient for  any  great  extension. 

Mr.  Lea.  What  is  the  opportunity  for  securing  the  necessary 
amount? 

Col.  O'Hern.  Wb  submitted  a  detailed  estimate  some  months  ago 
for  bringing  water  across  the  Strait  of  Carquinez;  at  an  estimated 
cost  of  $55,000  we  could  get  a  fair  supply  of  water  with  a  6-inch 
main. 

Mr.  Lea.  Would  that  require  a  pumping  plant? 

Col.  O'Hern.  Nothing  beyond  our  present  equipment.  We  have  a 
pump  that  can  be  connected  up. 

Mr.  Lea.  Do  you  pump  from  the  river  or  from  wells? 

Col.  O'Hern.  From  wells  on  the  other  side  of  the  strait,  where 
they  can  get  water,  but  there  are  facilities  to  get  water  from  well* 
on  this  ade;  but  there  is  another  project  under  way  and  probably 
which  will  develop  favorably,  and  that  is  to  get  water  from  the 
Sacramento  Eiver  and  deliver  it  to  the  Mare  Island  Navy  Yard.  We 
could  make  a  connection  with  that  system  at  a  moderate  cost,  and  it 
would  give  us  unlimited  quantities  of  water  for  practical  purposes. 

Mr.  Lea.  Did  you  ever  give  any  consideration  to  the  necessity  or 
advisability  of  an  arsenal  on  the  Pacific  coast  from  the  standpoint 
of  the  interference  with  transportation  from  the  East  in  case  of  war 
emergency? 

Col.  OTIern.  I  have. 
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Mr.  Lea.  What  do  you  know  and  think  about  that? 

Col.  O^Hebn.  It  is  a  well-kaown  fact  that  the  transportation  lines 
from  the  coftst  across  tlie  Rockies  and  the  Sierras  could  be  tempo- 
rarily put  out  of  action,  or  even  put  out  for  a  considerable  period, 
without  great  difficulty. 

Mr.  Lea.  By  what  oieanst 

Col.  O'Hehn.  By  the  destruction  of  culverts  or  bridges.  That 
leads  ts  the  conclusion  that  there  should  be  a  reasonable  amount  of 
var  material  stored  on  the  coast  to  meet  that  chance  of  interruption 
of  supplies. 

Mr.  Lea.  And  that  would  mean  either  in  a  raw  state  or  in  the  fin- 
ished product? 

Col.  OIIebn.  One  or  the  other. 

Mr.  Lea.  Is  there  any  other  information  that  you  care  to  give  tlie 
committee  at  thb  time  along  these  lines,  that  you  think  we  ought 
to  know! 

Col.  O'Hebn.  I  think  not 

Mr.  Lka.  I  think  that  is  all. 

>Ir.  Maceb.  Is  this  fresh  water  in  the  bay! 

Col,  O'Heen.  It  is  fresh  water  for  sis  months.  While  the  inflow 
from  the  Sacramento  River  and  San  Joaquin  River  is  sufficiently 
great  to  overcome  the  salt  water  coming  from  the  sea.  we  have  the 
fresh  water.  As  the  flow  from  the  rivers  decreases,  the  salt  water 
line  of  demarcation  slowly  advances,  and  about  the  1st  of  July  we 
have  to  stop  pumping  out  of  the  bay.  You  can  get  salt  water  after 
that  for  fire  purposes,  but  it  is  not  satisfactory  for  other  purposes. 

Mr.  Maokb.  Wnere  is  the  nearest  arsenal  on  the  coast  to  this  one ! 

Col.  O'HsRN.  Rock  Island  Arsenal  is  the  nearest  one. 

Mr.  Maoee.  Do  you  know  what  the  distance  is! 

Col.  O'Hesk.  Approximately  2,000  miles. 

Mr.  Macue.  I  think  you  spoke  about  some  advantages  so  far  as 
San  Francisco  is  concerned.  What  about  the  advantages  toward 
Sacramento! 

Col.  O'Hebn.  Advantages  as  regards  the  location  of  an  arsenal! 

Mr.  Maoee.  Yes. 

Col.  O'Hebn.  Sacramento  would  have  a  slight  advantage  in  being 
a  bit  farther  from  the  coast,  but  it  would  seem  to  me  that  if  the 
Mare  Island  Navy  Yard  was  captured  and  this  arsenal  was  captured, 
that  a  farther  advance  would  be  comparatively  easy  farther  inland. 

Mr.  Maoee.  What  appropriation  was  made  this  last  year  for  this 
arsenal! 

Col.  O'Hebn.  About  $50,000;  but  in  addition  to  the  appropriation 
that  was  made,  we  had  allotments  from  other  general  appropriations 
that  were  applicable  to  our  purposes.  Those  allotments  have  been 
Dsed  in  the  construction  of  the  store  houses. 

Mr.  Maoee.  You  mean  that  those  allotments  have  been  applicable 
ontv  during  the  period  of  the  war ! 

Col.  O'ISbn.  No.  The  appropriations  from  which  we  got  most  of 
our  allotments  were  continuing  appropriations. 

Mr.  Maoee.  What  has  been  the  average  of  your  appropriations 
for  the  last  10  years! 

Col.  O'Hebn.  The  average  expenditures  for  some  years  have  been 
something  like  $140,000. 

Mr.  Maoee.  A  year! 
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Col.  CHern.  a  year.  But  I  will  say  that  during  the  past  year 
we  have  disbursed  more  money  than  that,  because  we  nave  been  mak- 
ing payments  on  contracts  m~ade  by  the  War  Department  with  the 
Standard  Oil  Co.  of  California,  or  attendant  facilities,  for  the  manu- 
facture of  toluol  needed  for  liigh-jBxplosive  manufacture,  and  pay- 
ments to  the  General  Petroleum  Corporation  for  similar  purposes, 
and  other  payments. 

Mr.  Maobe.  When  were  the  barracks  abandoned  t 

Col.  O'Hern.  They  were  abandoned  when  the  First  Infantry  left 
for  the  Spanish-American  War,  They  have  since  been  used  for  short 
periods  by  the  Signal  Corps  and  by  guard  companies  during  the  war, 
but  th^  are  now  entirely  abandoned. 

Mr.  Maoee.  Have  you  a  wireless  plant  here! 

Col.  O'Hern.  No. 

Mr.  Maoee,  Did  you  formerly  get  larger  appropriations,  or  have 
they  been  diminisheid! 

Col.  0*Hern.  They  have  been  increasing  rather  than  diminishing. 
I  ^ould  say  they  have  given  us  more,  by  far,  in  the  last  year  than 
ever  before  in  a  like  period. 

Mr.  Maoee.  Well,  now,  the  Government,  as  I  understand,  owns 
the  acrea^  which  you  have  mentioned! 

Col.  CHern.  Yes. 

Mr.  Magbe.  And  has  owned  it  for  a  number  of  years! 

Col.  O'Hern.  Yes. 

Mr.  Maoeb.  I  think  you  said  the  arsenal  was  established  here  in 
the  fifties! 

Col,  O'Hern.  Yes. 

Mr.  Maoee.  What  I  was  getting  at  was,  what  appears  to  be  the 
matter.     Has  there  been  any  decision  that  it  was  not  the  proper 

Ci  for  an  arsenal,  or  why  has  it  not  grown;  or  has  some  policy 
determined  on  one  way  or  the  other,  if  you  know  anything 
about  it ! 

Col.  O'Hern.  I  think  it  has  not  been  developed  further  as  a  stor- 
age place  because  there  has  not  been  a  great  need  for  it;  until  we 
developed  across  the  Pacific  there  was  not  need  for  much  in  the  way 
of  supplies  on  the  Pacific  coast,  and  the  same  remark  will  apply  to 
the  manufacturing  that  developed.  We  know  the  Pacific  coast  has 
not  been  a  manufacturing  center.  It  seems  to  be  developing  now 
along  that  line;  but  the  arsenal,  in  common  with  the  Pacific  coast, 
had  difficulty  in  getting  raw  materials  suitable  for  metal-manufactur- 
ing work.  Now,  on  account  of  the  Panama  Canal,  the  situation  has 
changed  somewhat. 

Mr.  Maoee.  You  have  a  long  coast  line? 

Col.  O'Hern,  Yes. 

Mr.  Lea.  What  is  the  coast  line  of  the  three  States! 

Col.  O'Hern,  About  1,600  to  2,000  miles. 

Mr.  Maoee.  rWhat  recommendation  would  you  make  and  what  is 
the  estimate  of  the  appropriations  that  you  would  deem  reasonable 
to  carry  out  that  recommendation! 

Col.  O'Hern,  Any  stat^nent  I  would  make,  it  must  be  understood, 
is  merely  my  personal  view,  in  answer  to  your  question,  because  the 
War  Department  has  indicated  that  there  were  two  reasons  why  this 
place  should  not  be  largely  developed.  One  was  that  they  have  the 
necessary  manufacturing  facilities  elsewhere  and  they  thought  the 
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expense  of  duplicating  here  would  not  be  jnsUfied.  The  other  rea- 
son was  that  this  was  not  a  manufacturing  section  of  the  country 
ttom  which  the  production  of  supplies  could  be  expected  in  time 
of  war,  and  therefore  there  was  no  need  for  dev^oping  this  arsenal 
as  a  center  of  construction  for  manufactures  in  ordnance  work.  So 
the  War  Department  is  on  record  in  that  line. 

It  is  my  personal  view  that  there  should  be  greater  storage  of  war 
supplies  on  or  near  the  Pacific  coast,  and  that  this  is  one  logical  place 
for  that  storage  to  be  made.  The;  will  need  supplies  at  other  cen- 
ters, particularly,  as  has  been  suggested,  a  little  farther  east,  per- 
haps, where  they  can  shoot  the  supplies  over  to  the  north  or  to  the 
south  or  to  the  center  of  the  coast  line ;  but  on  account  of  our  water 
and  wind  facilities  here  I  think  this  is  a  natural  place  for  a  consider- 
ahle  storage  of  supplies,  artillery  ammunittmi,  for  example,  and 
more  artilkry  than  we  have  here.  Another  line  of  development  I 
would  think  justified  would  be  to  put  up  some  additional  buildings 
and  put  into  those  buildings  some  of  the  machinery  that  is  now  else- 
where in  storage,  and  be  prepared  to  make  repairs  on  a  more  exten- 
sire  scale  than  they  can  do  now,  and  take  care  of  all  these  suns  on  the 
coast  when  they  need  relining,  and  take  care  of  the  mobile  artillery. 
Those  are  the  two  lines  of  development  I  would  put  in  more  maga- 
nnes  for  the  storage  of  ammunition,  of  which  we  have  practically 
none  at  present  except  small-arms  ammunition.  The  putting  in  of 
magazines  would  mean  the  buying  of  additional  land,  because  they 
must  be  separated  over  quite  a  territory,  and  that  land  can  be  acquired 
here,  which  would  be  entirelv  suitable,  at  a  moderate  cost.  As  re- 
gards the  total  expenditures  that  ought  to  be  made  on  this  arsenal^^ 

Mr.  Magex.  But  your  idea  would  be  to  make  a  storage  and  repair 
plant! 

Col.  CHbbn.  Yes ;  rather  than  a  manufacturing  plant.  We  might 
put  in  an  ammunition  assembling  plant,  to  put  t^^ther  components, 
Dut  I  do  not  think  we  are  in  a  position  to  go  into  manufacture  as  such 
<m  a  large  scale. 

Mr.  I^.  Would  that  be  true  as  to  small  arms  and  ammunition  J 

Col.  CHehn.  Not  equally  true,  because  of  the  character  of  the 
work  and  the  fact  that  we  have  lead  here,  which  is  one  of  the  prin- 
cipal components  of  ammunition,  and  we  have  the  Hercules  Powder 
Co.,  which  could  make  us  the  powder,  and  there  would  be  more  justi- 
fication for  putting  in  a  small-arms  plant  than  the  artillery  or  artil- 
lerv  ammunition. 

Mr.  Lea.  How  expensive  would  a  practicable  plant  for  small  arms 
and  ammunition  bet 

Col.  OTIbbn.  With  the  machinery  on  hand,  $500,000  would  put 
in  a  very  reasonable  plant. 

Mr.  Lea.  There  is  a  Mr.  Reugers  who  intended  to  testify,  but,  if 
agreeable  to  the  committee,  I  would  suggest  that  we  let  Mr.  Keugers 
insert  a  statement  and  forward  it  for  our  record. 

Mr.  Freab.  I  think  that  would  be  agreeable,  but  I  was  wondering 
whether  the  statement  should  be  incorporated  in  this  testimony  or  m 
treated  as  an  exhibit. 

Mr.  Lea.  I  understand  it  is  in  reference  to  the  availability  of  raw 
materials. 

Mr.  Freab.  Is  that  a  part  of  the  main  examination? 

Mr.  Lea.  No;  it  is  for  another  committee. 
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Mr.  Frelar.  All  right;  Uiat  will  be  satisfactory,  then. 

Mr.  Lea,  Mr.  Beugers  said  he  would  like  to  lumish  this  map  [in- 
dicating] as  an  exhibit,  so  I  suggest  that  he  send  that  along  with  his 
report, 

Mr,  Frear.  All  right.  Colonel,  there  is  no  arsenal  or  receiving 
point  for  anununition  between  Panama  and  Alaska  except  this  onei 

Col.  0'H£iR^^  There  is  none  except  this  arsenal. 

Mr.  Frear.  There  is  none  for  the  Philippines  or  any  of  the  insular 


Col.  O'Hern.  There  is  not. 

Mr.  Frear.  What  does  the  navy  yard  undertake  to  carry  on;  do 
tliey  confine  it  to  the  Kavy  entirely! 

Co],  O'Herx,  They  confine  it  to  the  Navy. 

Mr.  Fbeab.  Nothing  for  the  Army ! 

Col,  O'Hbbn,  Nothing  for  the  Army. 

Mr.  Fbeab.  This  post  is  about  70  years  old  ? 

Col.  O'Hern.  About  that. 

Mr.  Frear.  And  this  building  in  which  we  now  are  holding  the 
hearing  is  50  years  old? 

Col.  O'Hern,  Yes. 

Mr,  Fbeab,  As  Mr.  Magee  has  drawn  out,  there  has  been  no  addi- 
tion practically  to  the  plant,  and  your  recommendation  is  that  some- 
thing should  Be  done  to  make  it  of  value,  in  view  of  conditions  that 
exist  upon  the  coast  for  several  thousand  miles.  There  would  be  no 
means  of  getting  any  ammunition  in  here  or  getting  any  supplies 
whatsoever  if  the  passes  to  the  east  should  be  shut  off,  unless  the  sup- 
ply should  come  around  by  seat 

Col.  O'Hebn.  Yes. 

Mr.  Frear.  I  think  we  understand  the  situation  very  clearly,  and 
we  thank  you  for  your  testimony. 

Mr.  Maoee.  I  suggest  that  in  Mr.  Keugers's  statement  there  be 
itemized  appropriations  made  and  the  purpose  for  which  they  were 
made,  since  the  United  States  entered  the  war,  and  showing  the  ex- 
penditures made. 

Mr.  Frear,  I  think  that  would  be  desirable,  and  I  believe  also  the 
statement  ought  to  show  the  raw  material  that  is  needed — coal  or 
iron  or  steel — which  can  be  gotten  close  at  hand. 

Col.  O'Hbbn.  All  right, 

(The  witness  was  excused.) 

(The  statements  above  referred  to  are  copied  in  the  record,  as 
follows:) 

Beiticia  Absenal. 

Benicia,  Cauf,  September  89,  iSW. 
Hon.  James  A.  Freab,  M,  C, 

Waihinglon.  D.  C. 

Dear  Sin :  1.  In  compliance  with  your  request  at  the  time  ot  the  recent  vlait  to 
this  arsenal  of  your  aubcoinnilttee  of  the  Selfwt  Committee  to  Investigate  the 
War  Department  Activities,  the  following  dealled  information  la  ftirnlBhed  con- 
<vnilne  (he  possible  sources  of  raw  materials  In  the  general  vicinity  of  this 
arsenal. 

2.  There  has  been  established  for  approximately  11  years  at  Pittsburg, 
Calif.,  distant  from  this  arsenal  approxtniately  12  miles  by  water  and  IS  miles 
by  rail,  a  highly  successful  steel  casting  plant — the  Oolnmbla  Steel  Co.  The 
following  Information  was  furnished  me  by  an  official  of  the  company  during 
my  recent  visit  to  the  plant,  and  Is  believed  to  be  entirely  reliable.  This  plant 
has,  within  the  past  few  years,  furnished  large  quantities  of  important  steel 
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nuinga  to  the  Xnv;  Department,  locIudlDK  66  sets  of  caatlDKS  for  torpedo-boat 
dottrayere  aod  4  sets  of  castiDgs  for  battleship  parts,  work  on  the  last-men tloned 
enler  being  atUl  in  progress.  The  battleship  parts  Include  very  lar^  and  eom- 
plJcatHd  costings,  such  as  a  rudder  post,  weighing  approslmately  34  tons.  Three 
of  these  sets  of  oastlnga  are  designed  for  battleeblpa  under  construction  In 
twipm  yards.  It  was  stated  that  turbine  castings  were  being  furnished  at  19 
rents  per  pound,  and  hull  castings  at  16  cents  per  pound.  It  was  further 
a»tfi\  that  these  prices  are  approximately  2  cente  per  pound  less  than  those 
under  awards  made  In  the  East  for  similar  matertala  Tbia  plant  is  engsBed 
Ml  another  important  order  for  a  Govemmfnt  department  In  the  manufacture 
of  4.IK'0  tons  of  anchors  for  the  Emergency  E'leet  Corporation. 

3.  This  plant  employs  at  present  approximately  600  men,  and  Is  producing 
ipprosimatelf  700  tons  of  castings  per  month.  During  at  least  a  part  of  last 
fpar  ibe  plant  employed  approximately  900  men  and  produced  approximately 
l.'iOO  tons  of  castings  per  month. 

4  The  plant  equipment  includes  both  acid  and  basic  open-hearth  fumacea, 
omiprlslng  one  10-ton  and  two  2S-ton  types.  Oil  fuel,  which  Is  abundant  and 
limp  In  tbls  looality,  is  used  as  the  melting  agent.  Scrap  steel  and  iron 
miii'rials  obtainable  on  the  Pacific  coast  are  the  priuclpal  raw  materlaU 
gtillKd. 

5.  There  Is  now  under  erection  at  this  plant  a  rolling  alU  of  100-tun  capacity 
ftt  day  per  shift.  In  the  immediate  future  this  will  roll  bars  up  to  3  Inches 
in  dlimetcr,  but  the  limit  Is  soon  expected  to  be  Increased  to  8  inches. 

ft  There  is  transmitted  herewith  a  pbotograpb  of  this  plant  as  It  exists  at 
present.  The  principal  buildings  have  the  following  dimensions:  Main  foundry, 
S>  fMt  by  GOO  feet ;  auxiliary  building.  60  feet  by  380  feet ;  furnace  building, 
«  feet  by  520  feet. 

T.  The  Reneral  manager  of  the  Columbia  Steel  Co.  furnished  the  following 
information  in  reference  to  steel-forging  plants  in  this  vicinity: 

n>e  Edwin  Forest  Co.,  of  Oatland.  has  a  500  or  800  ton  press  with  sufficient 
apatity  to  break  down  Ingots  up  to  36  Inches  In  diameter. 

The  American  Forging  Co,,  of  San  Francisco,  and  the  Pennington  Forging  Co.. 
rf  San  Francisco,  both  have  large-capacity  hammer  equipment.  The  Columbia 
StKl  Co-  has  furnished  these  plants  30-Inch  ingots  to  be  forged  Into  11  and  14 
Inch  shafts. 

The  Union  Iron  Works.  Sloore  Shipbuilding  Co.,  and  the  various  other  ehlp- 
rards  on  Sau  Francisco  Bay  have  hammer  equipment  of  more  or  less  impor- 
ance. 

8.  As  rwrards  possible  sources  for  procurement  of  lead,  the  American  Smelt-- 
bjE  &  Refining  Oo.  has  a  plant — the  Selby  Smelting  Works — at  Selby,  approxt- 
tntely  5  miles  by  rail  or  water  from  this  arsenal.  During  a  recent  visit  to 
tbit  plant  the  following  Information  was  obtained  from  one  of  the  officials : 

fc  This  plant  was  established  In  1879  and  has  approximately  350  employees. 
It  prodoces  approximately  3,000  tons  of  lead  per  month.  This  Is  said  to  be  of 
Ibe  highest  quality,  approximately  90.97  per  cent  pure.  It  produces  both  pig 
iMd  and  sheet  lead.  The  plant  Includes  facilities  for  the  manufacture  of  shot 
tor  riiotgun  ammunition  and  facilities  for  loading  and  assembling  this  ammunl- 
tioo  Into  the  completed  form.  The  same  company  has  a  factory  In  San  Fran- 
d*».  In  which  are  manufactured  all  the  types  of  lead  products,  su^h  as  pipe 
ind  bnttoDB,  solder.  Babbitt  metal,  etc. 

10.  In  as  far  as  concerns  possible  source?  of  supply  for  copper,  the  Anaconda 
Co.  at  Butte.  Mont..  Is  undonbtetlly  one  of  the  largest  producers  in  the  world. 
W»  are  Informed  that  this  company  now  produces  all  the  usual  forms  of  copper, 
mch  as  mdx.  bars,  sheets,  etc.  There  Is  established  within  3  miles  by  water  and 
10  mJips  by  mil  a  copper  smelter^the  Mountain  Copper  Co.  (Ltd.)— having  an 
approximately  capacity  of  400  tons  of  blister  copper  per  month.  This  plant  Is 
not  now  pnxlucing  refined  copper,  although  It  formerly  did  so.  It  was  stated 
iliat  the  product  Is  being  shipped  Rnst  for  reflnlnc.  but  that  this  work  would  be 
sndoobiedly  resumed  in  case  of  sufficient  demand  for  refined  copper. 

IL  In  aa  far  as  concerns  the  sources  of  supply  for  zinc,  It  Is  well  known  that  a 
Bumher  of  plants  In  both  Idaho  and  Montana  are  large  producers  of  this  material. 
11  The  nearest  source  of  supply  for  Iron  ores  and  pig  Iron  on  a  large  scale. 
In  as  far  as  we  have  been  able  to  learn,  are  the  mines  of  the  Colorado  Fuel  &  Iron 
Ca  As  previously  Indicated  In  the  case  of  the  Columbia  Steel  Co..  con.siderable 
quiDtltles  of  high-grade  steel  can  be  made  from  scrap  materials  originating  on 
th»  Pacific  coast. 
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13.  As  regiirds  possible  sources  of  supply  for  high  explosives,  the  Hercules 
Powder  Go.  has  a  large  plant  at  Hercules,  Calif.,  spproxlmately  IS  mtles  by  rail 
or  water  from  this  arsMial.  I  am  luformed  by  on  official  of  the  company  that  this 
plant  has  a  monthly  capacity  of  approxltfiately  500,000  pounds  of  black  powder 
and  approximately  3,000,000  pounds  of  dynamite.  It  haa  considerable  capacity 
for  the  manufacture  of  sulphuric  acid  and  nitric  add,  useful  In  connection  with 
manufacture  of  smokeless  powder  and  military  high  explosives  other  than  dyna- 
iDlte.  such  as  trlnltrotolnol. 

14.  Some  of  the  largest  possible  sources  of  supply  for  toluol  for  use  In  the 
manufacture  of  the  Important  military  explosive  trinitrotoluol  are  found  In  the 
large  ott-reflnlng  plants  on  the  PaclHc  coast,  such  as  the  Standard  Oil  Co.  plant 
at  Point  Richmond,  within  20  miles  by  rail  or  water  from  this  arsenal,  and  the 
General  Petroleum  Corporation  plant  at  Los  Angeles.  During  the  war  period 
the  Oovemment  made  contracts  with  both  the  foregoing  companies  for  the  1d- 
Btallntlon  of  verj-  extensive  fnciUtlea  for  the  securing  of  toluol.  During  the  same 
period  the  Hercules  Powder  Co.  erected  for  the  Government  at  Giant,  Caltf.,  not 
far  from  Hercules,  what  \s  said  to  have  been  the  largest  trinitrotoluol  manufac- 
turing plant  In  the  United  States,  It  having  a  capacity  of  6,000.000  pounds  per 
month. 

15.  A  copy  of  this  letter  Is  being  furnished  the  Hon.  Clarence  F.  Lea,  of  your 
committee,  and  also  to  the  Hon.  G.  F.  Gurry,  the  Representative  from  this  district. 

Respectfully, 

B.  P.  O'Hkbn, 
Colonel.  Ordnance  Deparfment,  United  State*  Army, 

Commanding. 

MEMOBARDCii  OF  Bekicia  Abspnai.  Activitiea. 

1.  Beilcia  Arsenal  was  founded  about  1850  as  a  supply  d^mt  for  the  military 
activities  of  the  western  posts.  Ifs  supply  facilities  have  been  gradually  In- 
creased, and  the  mannfactarlng  facilities  have  been  developed  to  the  ext«it 
needed  for  the  upkeep  of  the  armament  mounted  on  the  Pacific  coast.  It  Iti 
now  a  snpply  depot  for  all  troops  west  of  the  Rocky  Moimtalns,  InclndInK 
Alaska,  and  U  a  storage  and  shipping  point  for  supplies  going  to  the  forces 
in  Siberia  and  to  the  garrisons  In  the  HawalUm  Islands  and  in  the  PUIIppine 
Islands. 

2.  The  maonfactuHag  equipment  Is  snffldwt  for  making  the  smaller  parts 
'and  for  making  repairs  to  larger  parts  pertaining  to  mobile  armament  in  the 

bands  of  troops,  and  to  the  seacoast  armament  mounted  In  forilQcatlons  on 
the  Padflc  coast  We  are  not  equipp^  to  do  such  work  aa  the  rellning  of  guns 
or  to  manufacture  cBstlngs  or  make  forglngs  of  any  considerable  slee. 

3.  In  addition  to  the  storage  of  artHleij,  machine  guns,  small  arms,  and 
general  supplies  and  equipment  needed  for  the  ser\-lce,  we  have  in  storage 
limited  quantities  of  ammunition  and  high  explosive. 

4.  The  more  important  items  which  are  manufactured  at  thU  arsenal  com- 
prise parts  needed  for  the  repair  of  seacoast  and  mobile  armament,  targets 
used  for  small  arms  and  seacoast  target  practice,  and  a  limited  number  of  cast- 
iron  projectiles  used  In  seacoast  target  practice.  The  castings  for  the  projec- 
tile work  are  purchsBed  from  a  Arm  in  San  Franclaco. 

5.  The  manufacturing  work  at  Benlcia  Arsenal  has  not  beeu  sulHclent  to  give 
a  satisfactory  comparison  of  manufacturing  costs  with  those  In  eastern  arsenals. 
The  few  cast  iron  projectiles  manufactured  from  time  to  time  have  cost  slixhtly 
TnoT%  than  the  eastern  manufncturlng  cost  plus  the  freight  charge  for  the  com- 
pleted projectile.  This  work  has,  however,  heoi  done  on  such  a  small  scale  as 
to  Increase  the  cost  of  the  work. 

6.  The  total  disbursements  during  the  last  fiscal  yeai^that  Is,  the  one  end- 
ing June  30,  1910— were  $1247,056.  The  greater  part  of  these  disbursements 
comprised  paym«its  made  on  contract*  made  by  the  War  Department  with  the 
Standard  Oil  Co.  of  California  and  the  General  Petroleum  Conwratlon 
for  the  providing  of  facilities  for  the  production  of  toluol  for  high  explosive 
mannfflcture.  The  total  weight  of  stores  handled  In  Incolhing  and  outgoing 
freight  durliyt  the  same  fiscal  year  amotinted  to  approximately  »O,500,O00 
pounds. 

7.  The  general  extent  of  the  work  being  done  at  this  arsenal  is  Indicated  bj 
the  ftict  that  there  are  136  civilian  employees ;  these  are  snb-dlvlded  into  ap- 
proximately CO  shop  employees,  and  8C  storehouse  employees,  clerks  and  out- 
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ilde  employees  concerned  In  Ibe  receipt,  etorags  and  shlpmnt  of  stores  and  bud- 
pUoi. 

&  Tbe  Oov^nmetit  own  approximately  33S.7  acres  of  land.  Practtcully 
all  of  It  is  atillKuble  for  road  and  building  construction  work. 

0.  Tbe  general  location  of  the  arsenal  as  resards  Its  serviceability  for  Oov- 
munent  seeds  Is  believed  to  be  excellent.  This  conclusion  is  baaed  on  the  fact 
tbit  we  are  on  the  main  line  of  the  Southern  Pacific  Railroad  and  are  ap- 
pri>xlinati;ly  30  nillf-H  from  San  Francisco  by  water,  with  a  channel  of  sufflcleDt 
depth  to  accommodate  ocean-|^ing  ateamera  of  large  slse.  The  United  States 
Orost  and  Geodetic  Survey  charts  Indicate  that  we  have  approximately  40 
fwt  of  K-ater  withiD  less  than  100  feet  from  tbe  end  of  our  arsenal  wharf.  Tbe 
prmence  of  the  Mare  Island  Navy  Yard,  at  a  distance  of  approximately  7  miles, 
te  an  added  asset  in  the  ability  to  Intercliange  facllltle!). 

la  Tbe  present  estimated  value  of  the  plant  la  between  {2,000,000  and 
13,000,000.  It  Is  estimated  that  additional  land  outside  for  worbebops  or 
Fli>TehODBe>i  can  be  procured  In  the  vicinity  at  n  coat  of  from  $150  to  $200 
per  acre. 

11.  The  Benlcla  Arsenal  Is  sufnclently  far  from  the  coast  line  to  be  thoroughly 
protected  against  an  attack  by  hostile  ships  unless  tbe  San  Francisco  Harbor 
bu  been  captured  and  occupied  and  the  channel  cleared  from  mines  as  far 
Dorth  as  San  Pablo  Bay.  It  may  be  said  that  Benlcla  Arsenal  n-ould  not  be 
occupied  by  an  enemy  unless  the  entire  line  of  defense  protecting  San  Francisco 
bad  been  broken  aod  the  Mare  Island  Navy  Yard  had  been  captured. 

12.  Benlcla  Arsenal  has  thus  far  had  no  dlfflculty  In  readily  procuring  all 
necessary  lat>or.  Within  a  radius  of  30  miles  there  Is  a  population  of  approxi- 
nutely  1,250.000  people,  thns  affording  an  ample  labor  market 

13.  There  has  been  such  development  of  the  manufacturing  Industries  In  this 
iDunedlate  vldnlty  and  on  the  shores  of  San  Francisco  Hartrar  that  manufac- 
turing inaterlBls  of  practically  all  classes  can  now  be  readily  obtained.  Prices 
are,  in  general,  higher  than  In  eastern  markets,  but  probably  not  as  high  as 
(astern  cost  plus  freight  charRee. 

14.  The  present  water  supply  Is  not  adequate  for  a  large  manufacturing  ex- 
tension. A  project  has,  however,  been  developed  for  supplying  water  to  the 
Uare  Island  Navy  Yard,  which  project  will  doubtless  be  Installed  and  will 
readily  lend  Itself  to  supplying  unlimited  quantities  to  the  Benlcla  Arsenal 
at  the  estimated  low  rate  of  IT  cents  per  thousand  gallons.  Under  this  project 
tbe  water  will  be  taken  from  the  Sacramento  River  at  a  point  above  Rto  Vista. 

Bexicia  AasENAL,  Calif.,  September  16,  1919. 


Bemcia,  CALtF.,  October  1,  1919. 

Statement  submitted  by  Mr.  Theodore  Rueger,  a  citlsen  of  Benlcla,  Culif., 
«bo  bas  been  actively  Interested  In  the  development  of  the  Benecia  Arsenal  for 
the  past  seven  years,  In  response  to  request  of  the  chairman  of  Subcommittee 
No.  1  of  the  Select  Committee  on  Expenditures  In  the  War  Department 

The  Secretary  of  War  reported  on  H.  R.  2310,  "  plants  must  be  located  where 
tabor,  raw  materials,  and  transportation  are  available  In  ample  quantities.  Un- 
der present  conditions  Benlcla  Arsenal  Is  not  believed  to  have  these  advan- 
tages." 

Lthor. — There  were  constructed  during  the  late  war  on  this  coast  53  per  cent 
of  the  sbtps  laid  down.  To  tiave  done  this  there  must  have  been  an  ample  labor 
market 

fioip  material. — Copper:  The  major  portion  of  the  copper  produced  In  tbe 
United  States  cornea  trotn  Montana,  Colorado,  New  Me^cico,  Arizona,  Nevada, 
Utab.  Washington,  and  California.  In  fact,  there  Is  a  targe  coppper  smelter 
irllhin  1  mile  of  Benlcla  Arsenal.  The  Anaconda  Co..  in  Montana,  along  in 
1917  produced  2S3.S08,332  pounds  of  copper,  of  this  amount  132.089,914  pounds 
were  rolled  Into  sheets  or  drawn  into  wire  at  their  Great  Falls  plant. 

Zinc:  Tbe  .\naconda  Co.  during  1917  also  produced  In  excess  of  50,500,000 
ponnds  of  the  highest-grade  rinc. 

Tin :  The  world's  greatest  supply  of  tin  comes  from  Java,  which  finds  en- 
tnnce  Into  the  United  States  through  tbe  Pacific  ports. 

Lead  and  hardening  metals:  The  Selby  Smelter  of  the  Smelter  Securities  Co. 
1*  within  6  miles  of  Benlcla  Arsenal.  They  are  tbe  largest  producers  of  lend 
on  tlw  coaA 
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Steel ;  Tbe  Columbia  Steel  Co.  at  Pittsburg,  Calif.,  n-ithin  12  miles  by  > 
of  BeDlda  Arsenal.    Tbej  are  produclo^  steel  in  competition  witb  the  ea 
mai'liet.    This  compan;  is  building  a  mill  and  will  be  In  a  positioD  to  supply 
steel  in  any  foria. 

Powder :  Du  Pont  Powder  Co.,  at  Pinole,  is  within  12  miles  by  water  and 
rail.    The  powder  plant  at  Giant  is  6  miles  farther  away. 

Wadding :  Large  paper  milts  are  at  Antloch  wltbln  16  miles. 

Chemicals:  Plant  within  10  miles. 

Silk:  Looms  at  Berkeley,  Calif. 

Fuel :  An  abundant  supply  of  oil  Is  obtainable.  Nine  pipe  lines  are  laid 
within  1  to  5  miles  of  the  arsenal  The  nearest  supply  of  coal  le  Utah  and 
Wyoming.  The  steel  In  the  casting  shown  in  the  photograph  submitted  to  your 
committee   was  smelted  with  oil. 

Power:  The  main  line  of  the  Pacific  Gas  &  Electric  Co.  Is  ivlthin  3  miles 
of  the  arsenal  and  supplies  it  with  power.  The  Great  Western  power  Hues  are 
within  16  miles. 

The  Wnr  Department  In  1916  admitted  an  adequate  supply  of  raw  uiiiterials 
and  labor. 

The  arsenal's  locatian  ag  to  defentibUity. — I  refer  to  paragraph  60  of  the 
General  Staff  Corps  report  prepared  by  the  War  College  September  15,  1915. 
that  arsenals  and  depots  be  Instde  the  Appalachian  Mountains  and  the  Cascade 
and  Sierra  Nevada  Mountains,  and  not  witliin  200  miles  of  the  Canadian  or  2Iex- 
ican  borders.  The  contemplated  improvements  at  Watertown,  wltliin  8  miles 
of  the  Atlantic  Ocean  and  the  great  Improvements  made  at  other  arsenals  east 
of  the  Appalachian  Mountains  must  nullify  tills  stand. 

The  fact  that  the  Navy  Department  contemplates  the  building  of  a  great 
naval  base  on  San  Francisco  Bay  or  tributaries  should  and  will  make  it  ini- 
peratlve  that  tbe  defenses  be  the  best, 

Transportalion. — The  main  line  of  tbe  Central  Pacific  Railroad  runs  Ibrougb 
the  arsenal  reservation  for  Portland  and  Seattle.  The  Southern  Pacific  main 
line  Is  within  1  mile  across  the  Straits  of  Carqulnez.  The  Santa  Fe  Is  within 
3  miles.  The  Western  Pacific  Railroad  Is  wltbln  28  miles.  I  am  submitting 
herewith  a  map  of  the  hay  region,  showing  that  the  systems  interlock  at  a  point 
so  close  to  the  arseaal  that  It  has  no  equal  as  a  distributing  point  on  the  PaclHc 

ll'ofcr  trantporlation. — A  channel  to  the  ocean  of  35  feet.  A  depth  of  41 
feet  within  100  feet  ot  tbe  present  dock  gives  the  arsenal  an  unequaled  location 
as  a  distributing  point  by  water. 

Theodobe  Rueoeb. 

(Thereupon,  at  4,10  o'clock  p.  m,,  the  committee  adjourned  subject 
to  the  call  of  the  chairman.) 
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StiBooMMrTTEB  No  6  (Okdnanck)  of  the 
Select  CoMMirrBB  on  ExPENDirnExs  in  the 

War  DeFABTUENT,  HoITSE  of  KEPBESENrATIYES, 

Wednesday,  October  1, 1919. 

The  committee  met  at  11  o'clock  a.  m.,  pursuant  to  adjourmn^it  on 
yesterday,  Hon.  William  J.  Graham  (chairman)  presiding.  Also 
present:  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 

Mr.  Ohahah.  We  are  all  here,  X  think,  gentlemen,  and  we  will 
proceed.    Maj.  Holder,  who  will  you  have  nextt 

Maj.  Hou>ER.  I  desire  to  have  Capt  Schmuck  recalled. 

Mr.  Grahah,  Before  we  proceed,  what  is  this  matter! 

Mr.  ScHHiTCK.  I  wanted  to  explain  some  mattets  with  reference 
to  the  testimony  of  Mr.  Stein,  who  testified  yesterday  with  reference 
to  the  settlement  of  the  Stein-Bums  contracts. 

Mr.  Grahah.  Are  they  matters  within  your  own  personal  knowl- 
•Arti 

Sir.  Schmuck.  They  are  matters  within  my  own  personal  knowl- 
«t«e;yes. 
'      Mr.  Grahah.  Then  you  may  proceed. 

FTniTHER  TESTDCOHT  BT  THOMAS  A.  SCHMTTCK— BecaUed. 

Mr.  Schmuck.  Mr.  Stein  testified  yesterday  in  regard  to  the  tin 

plite  that  was  used  by  him  in  the  performance  of  one  of  his  con- 

tncts,  which,  as  I  recall,  was  coks  plate,  whereas  the  specifications 

of  the  contract  called  for  charcoal  plate.    The  issuing  of  the  certifi- 

<    ate  Form  C  was  a  part  of  my  duties  in  this  case,  and  was  as  a  result 

'    of  a  Terr  lengthy  investigation  which  was  made  and  conference  with 

'    Mr.  Pictard,  who  was  then  chairman  of  the  board.    The  certificate 

Fonn  C,  I  might  explain  to  you,  is  a  certificate  which  is  issued  by 

I     the  Bureau  Claims  Board  finding  the  existence  of  an  informal  con- 

Uirt  to  be  adjusted  under  the  act  of  March  2,  setting  forth  the 

conditions  and  terms  of  the  agreement. 

Mr.  Graham.  I  don't  know  that  I  know  just  what  you  refer  to 
bv  Form  C ;  was  that  mentioned  by  Mr.  Stein  in  his  testimony ! 

Mr,  ScHMTTCK.  It  was  not  mentioned  in  Mr.  Stein's  testimony,  but 
TOO  will  find  that  attached  to  the  three  contracts  in  this  case. 
Mr.  Graham.  What  is  the  purport  of  it  J 

Mr.  Schmuck.  If  I  may  have  one  of  those  files ;  shall  I  read  it  into 
the  record? 
Mr.  Graham.  Mo;  just  tell  us. 

Mr.  Schmuck.  It  finds  the  existence  of  an  informal  agreement  to 
be  idjusted  under  the  terms  of  the  act  of  Congress  of  March  2 ;  that 

tixre  vas  part  performance 

18S1 
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Mr.  Graham  (interposing).  Yes;  I  remember  the  certificate  now. 

Mr.  ScHMucK.  The  terms  of  this  certificate  were  prescribed  by 
supply  Circular  17. 

Mr.  Graham.  Is  17  in  the  record  here! 

Mr.  ScHMUCK.  I  don't  believe  you  have  17 ;  that  is  lara;ely  a  mode  of 
procedure.  You  will  note  by  referring  to  Supply  Circular  17  that  the 
supply  circular  requires  the  bureau  or  board  to  attach  to  the  cer- 
tificate either  an  original  document  which  contained  the  terms  and 
conditions  of  the  informal  agreement,  or  it  requires  that  there  shall 
be  attached  to  the  document  by  the  bureau  clauns  board  a  statement 
setting  forth  the  terms  and  conditions  of  the  agreement.  There  has 
been  a  great  mass  of  work  before  the  bureau  claims  board  of  the 
Department  of  Purchase —  I  think  aboilt  5,000  cases. 

Mr.  Jeptehis.  That  has  all  been  gone  over.  Gen.  Burr  has  ex- 
plained that. 

Mr.  ScHMucK.  This  is  explanatory,  and  if  you  will  bear  with  me  a 
moment  I  will  come  to  that. 

Mr.  Graham.  Do  not  duplicate,  Mr.  Schmuck,  in  the  testimony  any 
more  than  necessary. 

Mr.  Schmuck.  1  do  not  know  just  what  you  have. 

Mr.  Graham.  Gen.  Burr — we  spent  almost  a  half  day  going  over 
these  matters  with  him. 

Mr.  Schmuck.  This  is  merely  explaining  why  the  terms  of  the 
supply  circular  were  varied  from  and  why  this  was  attached  to  this 
certificate. 

I  was  saying  there  were  a  great  mass  of  cases  before  our  bureau 
claims  board,  and  therefore  we  departed  from  the  exact  language  of  the 
circular  in  many  cases  by  attaching  to  the  certificates  some  of  the 
documents  which  we  found  in  the  files  which,  in  our  opinion,  set  forth 
the  conditions  of  the  agreement. 

Now,  in  the  case  in  question,  you  will  note  that  there  is  attached  to 
the  certificate  a  proposed  contract ;  in  two  places,  I  think,  it  is  dated 
December  6,  and  in  the  one  case,  the  third  case,  December  7. 

That  contract  was  attached  by  me  to  the  certificate,  because  I  was 
of  the  opinion  that  that  contract  contained  all  of  the  provi^ons  which 
the  United  States  would  have  desired  ta  incorporate  in  a  formal  con- 
tract if  a  formal  contract  had  been  issued  in  those  three  cases.  The 
record  of  the  bureau,  as  I  recall,  does  not  show  that  contract  ever 
went  to  the  contractor  or  that  the  contractor  ever  saw  the  terms  end 
conditions  of  it.  The  testimony  and  the  oral  evidence  on  which  we 
based  our  findings  did  not  show  that  the  'contractor  had  seen  the 
specifications.  And  you  will  note,  as  I  point  out,  that  the  contract  is 
dated  December  6  or  7,  whereas  the  contractor  actually  stopped  work 
on  the  contract  on  November  11,  That  is  one  reason  why  I  think 
confusion  has  arisen  in  regard  to  the  specifications  in  this  case. 

That  is  all  I  have  to  point  out  to  the  committee. 

Mr.  Graham.  Any  questions,  gentlemen  f 

Mr,  Jefferis.  I  suppose  this  Form  C  is  only  issued  by  the  Board 
of  Contract  Adjustment? 

Mr.  ScHMDCK.  No,  sir;  the  Board  of  Contract  Adjustment  is  au- 
thorized to  issue  Form  C  in  such  cases  as  come  before  it.  I  might 
explain,  if  it  is  not  plain  to  you. 

Mr,  Jefferis.  If  they  do  not  issue  it,  who  else  issues  it? 
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Mr.  SCHKUCK.  The  bureau  board  is  required  to  issue  it  wherever 
(here  is  a  writing;  that  has  been  construed  to  be  where  there  is  a 
written  evidence  before  the  armistice,  under  the  act  of  March  2. 
Where  there  is  no  written  evidence  the  case  is  one  that  goes  to  the 
Board  of  Contract  Adjustment,  which  hears  oral  testimony  and  finds 
on  that. 

Mr.  Jefferis.  Then  there  are  two  boards  that  issue  this  form? 

Ur.  ScHMncK,  As  I  say,  the  bureau  board,  if  you  regard  atl  bureaus 
as  8  board. 

Mr.  Jeffebis.  I  want  to  know  how  many  boards 

Mr.  ScHHuCE  (interposing).  So  far  as  the  one  is  concerned — I  do 
Dot  know  all  of  them — I  can  give  them  to  you  in  a  general  way.  We 
hare  jurisdiction  over  those  where  the  terms  are  r^uced  to  writing 
prior  to  March  2,  and  where  there  is  no  writing  it  is  a  claim  to  be  put 
up  to  the  Board  of  Contract  Adjustment. 

Mr.  Jeffebis.  Then  the  Board  of  Contract  Adjustment  can  issue ' 
these  forms  or  certificates  wherein  there  is  no  writing! 

Mr.  SCHMOCK,  Where  there  is  no  writing. 

Mr.  Jeffekis.  I  am  asking  if  there  are  two  of  you  that  issue  this 
"FonnC"« 

Mr.  ScHMTJCK.  Yes,  sir. 

Mr.  Jbfferis.  That  answers  the  question;  that  is  all  I  want  to 
know. 

Mr.  Gbahah.  I  wajit  to  ash  a  question.  On  the  2d  day  of  Septem* 
ber  the  Office  of  the  Director  of  Purchase  and  Storage  was  asked  by 
an  investigator  for  this  committee  whether  any  changes  had  been 
made  in  the  specifications  of  these  articles ;  at  least,  that  is  the  way  I 
understand  the  inquiry.  In  the  record,  on  page  8T4,  appears  a  letter 
from  Richard  Wetherill,  colonel,  Infantry,  Chief  General  Supplies 
Division,  also  sigqed  by  J.  H.  Curtin,  major,  Quartermaster  Corps, 
Chief  Administrative  Branch,  in  which  he  answers  that  inquiry  and 
says: 
Subject:  Contracts  and  RpeclBeetlons  for  bread  boxes. 

1.  In  response  to  <roiir  request  under  date  of  September  2,  1919,  attached 
hereto  ts  a  list  of  all  contracts  and  purchaae  orders,  formal  and  Infonnal,  placed 
b;  tbls  division  for  bread  boxes  and  a  copy  of  the  speciflcatlons  used. 

2.  All  the  contracts  reported  on  tbe  accompanying  list  for  rolling  kltcbens 
and  the  same  specifications  apply  to  atl.  No  changes  of  speciflcations  were 
made,  excepting  under  contract  Ho-451-J  with  Riesler  &  Thesmacber,  when  tbe 
following  change  was  embodied  for  It  In  a  supplemental  agreement : 

"That  the  bread  boxes  shall  be  soldered  with  'half-and-half  solder'  Instead 
of  pore  block  tin,  as  Q»eclfled  tn  the  original  contract." 

Following  is  another  paragraph  not  particularly  relevant.  How  do 
you  construe  that  letter  with  reference  to  what  has  already  appeared 
in  this  testimony  from  Mr.  Stein  and  what  you  have  saidf 

Mr.  ScHMDCK.  I  would  construe  it  in  this  way,  Mr.  Graham:  I 
would  construe  it  ae  meaning  that  there  had  been  no  change  in  the 
specifications  at  all  in  regard  to  these  particular  contracts.  You  will 
note  by  referring  to  the  files  that  the  recommendation  for  a  formal 
contract  in  this  case  was  drawn  up  by  Maj.  Peck,  who  was  then  chief 
of  this  particular  branch  that  had  charge  of  these  claims ;  the  recom- 
mendation for  a  formal  contract  was  drawn  up  on  November  20, 
which  was  nine  days  after  the  contractor  ceased  work.  The  terms  of 
the  informal  contract  as  entered  into  prior  to  the  armistice  was 
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dated  December  6  or  7,  Now,  of  course,  the  specifications  were 
attached,  in  the  first  instance,  on  that  date  and  there  has  been  no 
modification,  so  far  as  I  know,  but  that  contract  was  never  executed. 
The  performance  of  the  informal  contract  ceased  on  the  day  of  the 
armistice,  and  the  specifications  subsequently  were  not  changed  and 
there  was  no  reason  for  them  to  change;  I  see  no  reason  for  them  to 
change. 

Mr.  Gbaham.  Well,  I  would  construe  this  letter  to  mean  that  no 
changes  in  the  specification  were  made  and  none  were  authorized; 
if  none  were  made,  surely  none  were  authorized.  Now,  did  the  per- 
son who  changed  these  specifications  have  the  authority  from  the 
head  of  the  department  to  do  it,  or  to  tell  this  contractor  he  could 
use  something  else,  or  did  he  do  it  on  his  own  initiative? 

Mr.  ScHMuCK.  I  think  we  are  talking  at  cross  purposes,  because 
the  specifications  had  been  drawn  for  the  performance  of  a  contract 
which  had  ended. 

Mr,  Graham.  I  mean  there  were  no  specifications  for  the  contract? 

Mr,  ScHMDCK,  There  were  no  specifications.  It  called  for  the 
manufacture  of  a  certain  number  of  given  articles;  the  contractor 
had  been  manufacturing  those  given  articles.  He  knew  what  they 
were;  a  standard  article.    In  one  instance 

Mr.  Graham  (interposing).  Let  us  pursue  this  until  I  get  it  clear 
in  my  mind.  You  say  that  this  contractor  used  ooke  plate,  as  I 
understand  it? 

Mr,  SCHMucK.  Yes;  so  I  am  advised. 

Mr.  Graham.  Because  he  had  been  using  it,  and  because  he  did 
not  know  that  you  wanted  anything  else! 

Mr.  ScHMUCK.  Yes,  sir, 

Mr.  Graham.  And  because  there  was  no  contract  at  all  entered 
into,  except  some  authority  for  him  to  proceed  and  make  bread 
boxes,  he  did  not  know  what  your  specifications  were  until  the  con- 
tract had  been  suspended;  that  is  it,  is  it? 

Mr.  ScRHDCK.  Well,  I  understand  that  those  specifications  gen- 
erally were  a  standard  specification ;  the  so-callea  Liberty  kitchen 
was  a  standard  article, 

Mr.  Graham.  The  standard  specifications  were  for  charcoal  tin, 
weren't  they. 

Mr.  Schmuck.  I  don't  know.  I  know  on  formal  contract  8C972C 
for  10,000  bread  boxes,  the  specifications  were  that  they  were  to  bo 
made  of  No,  20-gauge  tin  plate,  lO-pound  coking;  no  specifications 
of  either  coke  plate  or  charcoal. 

Mr.  Graham,  Do  you  mean  the  Stein-Burn  got  those  specifica- 
tions? 

Mr.  Schmuck.  Yes,  sir. 

Mr.  Graham,  Then  why  is  it  when  we  called  for  the  papers  in 
this  matter  that  you  send  us  papers  having  specifications  calhng  for 
charcoal  tin  plate? 

Mr.  Schmuck.  You  simply  got  the  files  in  this  case,  Mr,  Graham, 
I  explained  to  you  why  that  was  attached  to  "  Form  C."  Now,  so 
far  as  I  was  concerned  I  did  not  have  anything  to  do  with  this 
particular  settlement.  And  it  was  not  until  it  was  called  to  my 
attention  that  I  knew  there  was  a  divergence  between  the  settlement 
and  the  contract  as  certified  to.  The'contract  as  certified  to  was 
attached  to  the  certificate,  because  I  felt  if  I  were  looking  after  the 
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istenists  of  tlie  Government,  I  would  like  to  see  that  incorporated 
in  it. 
Mr.  GiuuAM.  Did  you  prepare  this  copy  we  have? 
Mr.  ScHMccK.  Which  copy* 

Mr.  Graham.  The  set  we  nave,  including  the  award  i 
Mr.  ScHMCcK.  Oh,  no;  I  did  not  know  what  you  had. 
Mr.  Graoah.  Did  you  attach  these  specifications  to  the  filesl 
Mr.  ScHMuCK.  I  instructed  Mr.  Tripp  to  attach  this  contract  to 
certificate  "Form  C." 

Mr.  Grabam.  And  when  that  was  attached  was  there  a  copy  of 
these  specifications? 
Mr.  ScHMtjCK.  Yes,  sir. 
Mr.  Gkabah.  Callinj;  for  charcoal  tin  platel 
Mr.  ScHMDCK,  Yes,  sir. 

Mr.  Gsabam.  Why  did  you  do  that  when  you  knew  be  was  not 
to  use  it! 
Mr.  ScQMUCK.  I  did  not  know  it, 
Mr.  Gkakam.  You  did  not  know  itl 

Mr.  ScHiTDCs.  As  I  told  you  before,  it  is  our  policy  as  a  matter 
of  bosiness  to  attach  some  documents  to  show  the  contract  which  the 
United  States  would  like  to  see  incorporated. 

Mr.  Grahah.  Which  the  United  States  would  like  to  see  incor- 
porated? 
Mr.  ScBMTTCK.  Yes,  sir. 

Mr.  Gbahah.  Whether  they  were  incorporated  or  not,  it  is  your 
babit  to  put  things  on  there  to  indicate  what  you  would  like  to  Dave 
t}t6  contract  to  be  t 

Mr.  ScHMncK.  No,  sir;  not  what  I  would  like,  because  I  have  no 
interest  is  the  matter.  But  my  duty  is,  part  of  it,  to  conserve  the 
interests  of  the  United  States;  and  if  the  contractor  objects  to  the 
contracts  as  I  have  certified  it  to  him,  it  can  be  amended  on  a 
proper  showing. 
Mr.  G&ABAM.  Did  he  object  to  this? 

Mr.  ScHMiicE.  No ;  I  don't  know  that  it  was  called  to  Mr.  Stein's 
itteotion,  probably  until  yesterday. 

Mr.  Gbabam.  Well,  I  see  nothiog  in  the  files  or  papers  anyrrtiere 
diat  he  ever  objected  to  it? 
Mr.  ScHMCCK.  No ;  I  don't  know  that  he  knew  anything  about  it 
Mr.  Graham.  Well,  he  had   the  papers   so   that  he  could   see, 
cooldnt  he? 

Mr.  ScBMCCK.  I  dont  know  whether  he  did  or  not.  It  is  our 
practice  to  transmit  those  papers  from  the  bureau  to  the  Zone 
Board  of  Review. 

Mr.  Gbahah.  The  lon£  and  short  of  it  then  is  this,  that  when 
this  committee  sends  to  toe  department  a  contract  is  sent  down  here 
in  this  case  that  is  not  the  contract  between  the  parties;  when  we 
then  call  on  the  proper  authorities,  as  we  think,  to  find  out  whehter 
there  hare  been  any  chanees  in  the  specifications,  we  are  advised 
there  has  been  none,  and  uien  for  the  first  time  when  we  come  to 
eitmine  this  we  are  told  that  these  specificataions  were  dianged. 
Xow.  you  can  understand  in  a  minute  how  any  committee  would 
Ubor  under  adverse  circumstances  that  can  not  get  any  more 
ucurate  information  about  it  than  that,  and  in  uiis  particular 
instance,  this  committee  has  been  lead  to  believe  that  it  had  t]ie 
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contract,  until  you  and  Mr.  Stein  t«stified,  and  we  find  from  your 
testimony  we  have  not  bad  the  contract,  that  the  specifications  are 
not  the  specifications  entered  into,  and  that  the  specifications  so  far 
as  tiiey  appear  in  there  are  not  part  of  the  contract  at  fill.  Now, 
that  is  the  situation,  isn't  it} 

Mr.  ScHHucK.  I  think  so.  But  I  might  say  this,  we  are  always 
at  liberty  to  help  in  your  investigation  of  ^ts  matter  and  if  Mr. 
Bennett  had  called  on  us 

Mr.  Geahah.  (interposing.)  He  did  not  know  anything  about 
it  tmtil  he  got  this  letter. 

Mr.  ScHMucK.  I  do  not  know  anything  about  Mr.  Bennett;  I 
haven't  even  a  speaking  acquaintance  with  nim. 

Mr.  Graham.  How  many  other  contracts  down  there  are  in  the 
same  fix  now  ? 

Mr.  ScHMDCK.  I  had  no  reason  to  suppose  that  any  of  them  are. 

Mr.  Gbabah.  Have  you  any  reason  to  suppose  that  the  rest  of 
them  are  not  that  way  I 

Mr.  ScHMocK.  I  am  very  sure  that  an  error  of  this  kind  is  a  most 
unusual  one,  yes.  We  have  exercised  great  care;  I  think  a  very  con- 
siderable degree  of  care, 

Mr.  Graham.  Do  you  think  so? 

Mr.  ScHMDCK.  I  am  very  sure  of  it,  sir;  very  sure  of  it. 

Mr.  Graham.  Well,  anything  more? 

Mr,  Jefferib.  And  this  Stein-Burn  contract,  so  called,  never  went 
before  the  Board  of  Contract  Adjustment? 

Mr.  ScHMOCK.  No,  sir;  I  might  say  this,  that  when  this  claim 
was  first  filed  we  were  not  sure  we  had  jurisdiction  of  it,  or  whether 
the  Board  of  Contract  Adjustment  had  jurisdiction  of  it.  It  was 
filed  very  shortly  after  the  passage  of  the  act  of  March  2,  and 
the  question  of  our  jurisdiction  and  theirs  had  not  been  finally 
determined.  We  were  originally  of  the  opinion  that  the  matter 
was  one  for  the  Board  of  Contract  Adjustment,  and  after  a  con- 
ference with  Mr.  Pickard  and  myself,  it  was  suggested  to  Mr,  Stein 
that  he  withdrawn  his  papers  and  send  them  to  the  Board  of  Con- 
tract Adjustment.  He  then  prepared  a  claim,  but  he  came  on 
to  Washington,  I  think  to  see  some  papers  in  our  files,  and  we  told 
liim— or  wrote  to  him,  I  am  not  sure — that  this  was  a  Class  A 
claim. 

Mr.  Jeffgris.  Did  you  have  anything  to  do  with  that  proposition  t 

Mr.  ScHMUCK.  Oh,  yes. 

Mr.  jETFERia.  You  told  him  what? 

Mr.  ScHMucK.  That  this  was  a  Class  A  claim,  one  within  our 
jurisdiction. 

Mr.  Jepfebis.  That  was  because  there  had  been  something  pre- 
pared which  had  never  been  agreed  to,  I  understand,  after  the  armi- 
stice— that  is,  never  been  executed? 

Mr.  ScHMucK.  No,  sir;  I  dont  think  that  is  a  fair  statement. 

Mr.  Jepferis.  Was  there  a  contract  prepared  in  writing  after  the 
armistice  ? 

Mr.  ScHMDCK.  No,  sir.    What  was  your  question? 

Mr.  Jefferis  (to  the  reporter).  Sead  it. 

(The  question  was  read  to  the  witness  as  follows:) 

That  was  because  there  hnd  been  Romethlnic  prepared  which  had  never 
been  agreed  to,  I  understand,  after  the  armistice — that  Is,  never  been  ex- 
ecuted? 
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Mr,  ScHMUCK.  Well,  I  can  only  say  this,  that  that  was  not  the 
sole  basis  for  our  finding.  I  am  speaRing  of  the  question  of  juris- 
diction. 

Mr,  Jefferis.  I  do  not  want  to  get  into  the  question  of  jurisdic- 
tioD;  we  have  too  many  courts.  I  am  asking  you  if  it  ever  went 
to  the  Board  of  Contract  Adjustment t 

Mr.  ScHHucK.  No,  sir:  I  am  telling  you  that  at  one  time  we 
contemplated  sending  it  there. 

Mr.  Jepferib.  All  right;  that  answers  the  question.  Now,  you 
sre  sure  it  didn't  go  there? 

Mr.  ScHMuCK.  1  am  reasonably  confident,  but  their  records  will 
show  absolutely. 

Mr.  Jefteris.  Then  what  board  did  say  that  it  came  under  this 
Snpply  Circular  17? 

Mr.  ScHMuCK.  You  mean  what  board  determined  that  it  was 
not  for  ourselves  to  consider  ? 
Mr.  Jefferis.  Yes,  sir- 
Mr.  ScHMDCK,  "Well,  I  think  that  came  up  from  a  discussion  by 
Mr,  Pickard  and  the  General  Claims  Board,  on  the  general  propo- 
sition; I  don't  think  this  was  discussed  specifically.  At  the  con- 
ference it  was  determined  if  there  was  no  writing  prior  to  the 
imiistice  or  no  agreement,  it  should  go  to  the  Board  of  Contract 
Adjustment;  if  there  was  a  writing  it  was  a  matter  for  ourselves 
to  pass  upon. 

Mr.  Jeffebts.  Even  if  that  writing,  so  called,  had  not  been  exe- 
cuted by  the  parties  and  had  come  into  existence  subsequent  to  the 
innistice;  is  that  it? 

Mr.  ScHMucK.  That  is  a  jurisdictional  fact;  yes,  sir.  But  of 
course,  you  should  understand  that  contract  of  itself  authorizes  the 
issuance  of  a  certificate. 

Mr.  Jefferis.  I  know,  because  that  can  only  be  issued  by  the 
Board  of  Contract  Adjustment. 

Mr.  ScHMTjcK,  No,  sir;  you  are  in  error.  It  can  be  issued  by  our- 
selves, as  has  been  done  in  over  4,000  cases. 

Mr.  jEFFERia  Then,  as  I  understand,  if  a  man  had  a  verbal  order, 
so  called,  before  the  armistice,  and  then  somebody  got  up  a  written 
contract  after  the  armistice,  say  in  December,  that  you  would  take 
that  subsequent  writing,  and  say  that  it  came  into  a  Class  A  con- 
tract! 

Mr.  ScHMucK.  Yes;  but  I  would  like  it  also  understood  that  we 
would  not  use  that  alone  to  determine  whether  it  came  within  the 
act  of  March  2. 

Mr.  Jefferis.  Wasn't  the  Board  of  Contract  Adjustment  organ- 
iied  by  the  department  for  the  express  purpose  of  determining 
whether  there  had  been  informal  agreements  before  the  armistice? 
Mr.  ScHMccK.  Of  course,  I  say  we  were.    If  you  will  look  at 

Supply  Circular  17,  you  will  find  it  clearly 

Mr.  Jefferis  (interposing).  You  have  Class  A  and  Class  B  con- 
tracts? 
Mr.  ScHMXiCK.  Yes,  sir. 

Mr,  Jefferis.  Now,  what  I  am  gathering  from  you  is  that  if  writ- 
ings were  prepared  subsequent  to  the  armistice  and  which  had 
never  been  executed  prior  to  the  armistice,  that  this  is  used  by  you  as 
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tridence  by  the  board  or  any  of  the  boards  for  the  purpose  of  deter- 
inininfr  vh'ether  any  contract  had  been  entered  into? 

Mr.  ScHMccK,  Of  course,  sir,  but  you  must  realize  as  a  lawyer  -, 
that  certain  evidence  is  entitled  to  a  certain  amount  of  weight,  and  | 
certain  evidence  is  not  entitled  to  as  much  weight;  it  was  not  oon-  '■ 
elusive. 

)fr.  Jeffebis.  Why  wouldn't  the  status  of  a  contract  between  the 
Government  and  a  contractor  he  determined  by  the  writings  or 
facts  in  existence  before  the  armistice,  rather  than  something;  pre- 
pared after  the  armistice  { 

Mr.  ScHHUCK.  I  think  you  are  absolutely  right  about  that,  sir. 
We  considered  all  the  documents  and  when  I  made  the  statement 
that  we  considered  written  evidence  which  came  into  existence  be- 
tween the  date  of  the  armistice  and  March  2 — ■ — 

Mr.  Jefperis  (interposing).  Why  did  you  consider  that? 

Mr.  ScuuucK.  Because  it  was  a  matter  of  policy 

Mr.  Jefperis  (interposing).  Because  Ibat  was  simply  prepared 
by  somebody  and  was  not  agreed  to,  perhaps! 

Mr.  ScuMccK.  I  think  I  could  explain. 

Mr.  Jefferis.  I  don't  think  so. 

Mr.  SciisiucK.  We  considered  all  the  documentary  evidence; 
where  it  came  into  existence  prior  to  November  11,  it  was  a  class  A 
claim. 

Mr.  Jeffebis.  Certainly. 

Mr.  Sen  MUCK.  And  we  had  a  great  deal  of  question  and  the 
other  boards,  whether  a  certain  claim  was  a  class  A  claim,  if  there 
wa*  no  written  evidence  prior  to  the  armistice.  It  was  finallv  de- 
termined— I  have  not  the  letters  of  the  War  Claims  Board,  but  I 
am  advised  it  was* — if  the  documentary  evidence  was  created  be- 
tween the  date  of  the  armistice  and  the  passage  of  the  act  of  March 
'2.  Now.  my  understanding  is  that  the  arbitrary  date  of  March  2 
was  fixed  because  it  was  thought  to  fix  a  later  date  would  perhaps 
open  the  door  to  fraud,  because  some  contractor 

Mr.  Jefferis.  (interposing).  That  is  when  the  law  was  passed. 

Mr.  ScHMUCK.  Yes,  sir, 

Mr.  Jefferis.  You  need  not  go  into  that.  I  am  asking  you  whv 
you  take  into  consideration  whether  a  claim  is  clas»  A  or  class  B 
contract,  that  you  will  consider  ex  parte  writing  to  determine  that, 
between  the  armistice  and  tlie  piissage  of  the  act  as  determining 
whether  it  will  be  a  class  A  or  c\^s  B  contract  ? 

Mr,  ScHMDCK,  Yes;  I  (old  vou  we  did  that  as  a  result  of  various 
conferences  with  the  War  Claims  Board. 

Mr,  Jefi-eris.  That  answers  it 

Mr,  ScHWuCK.  jVnd  you  realize  that  all  writings  are  ex  parte 

Mr.  Jefferis  (interposing).  Yes;  and  you  -may  have  somebody 
interested  in  the  War  Claims  Board,  or  somebody  interested  in 
helping  somebody  out?  , 

Mr.  SciiMDCK.  Yes;  certainly. 

Mr.  Jefferis.  And  that  he  would  eet  up  some  writing  while  the 
thing  was  moving  along  and  you  would  permit  that  to  be  used? 

Mr.  ScHMDCK,  We  would"  permit  that  to  be  used?  Not  if  we 
knew  of  those  circumstances. 

Mr.  Jefferis.  Oh.  no:  but  I  -eay  it  opened  the  door  to  that? 

ilr.  ScHMCCK,  Wliat  opened  the  door? 
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Mr.  Jetfebis.  For  anybody  to  do  that  after  the  armistice  was 
Ei^ed  and  the  contract  suspended. 

Mr.  ScHMccK.  I  will  say  that  I  do  not  know  of  a  single  word  in 
over  4.000  cases  passed  upon  by  our  board  where  you  can  find  a 
vord  of  that  kind. 

Mr.  Jeffbsis.  Suppose  now.  there  was  a  contract  drawn  up  after 
the  armistice  with  some  contractor  that  had  an  informal  arrange- 
ment for  supplies  before  the  armistice  and  the  contract  was  drawn 
Bp,  but  whicn  was  never  signed  or  agreed  to  by  the  contractor,  which 
vDold  have  specifications  in  it  much  more  favorable  to  the  contractor 
than  was  the  understanding  when  the  informal  agreement  was  used, 
le  would  get  the  benefit  of  it? 

Mr.  ScHMucK.  No.  sir;  he  wouldn't.    It  was  our  purpose  to  de- 
tennine  what  the  terms  and  conditions  of  the  agreement  were. 
Mr.  Jeftebis.  What  agreement  now ! 

Mr.  ScHMucK,  The  informal  agreement  in  question  that  you  are 
isting  about.  Now,  if  we  could  find  what  the  terms  and  conditions 
were  and  found  thoy  differed,  or  there  was  any  question  about  it,  then 
«e  would  refer  it  to  the  Board  of  Contract  Adjustment;  it  did  not 
hive  sufficient  evidence  to  issue  a  certificate, 

Mr.  Jefferis.  Then  you  claim  all  those  papers  drawn  between  the 
innistice  and  March  2  and  not  signed,  if  they  disagreed  with  what 
the  contractor  claimed  was  the  ajrreement,  you  sent  that  case  to  the 
bc*rd  of  contract  adjustment  division  ? 
Mr.  ScHMtrcK.  Yes,  sir, 

Mr.  Jefferis.  But  if  the  claimant  claimed  the  contract  to  be  the 
iime  as  that  shown  in  subsequent  writings  between  the  armistice  and 
Miich  2.  in  that  ca,se  you  thought  you  had  an  agreement? 
Mr.  ScHMUCK.  Yes,  sir, 

Mr.  Jefferis.  Now,  in  this  Stein-Bum  case,  the  writing  was  pre- 
pufd  December  6 1 
Mr.  ScHuucK.  Yes ;  approximately  that  date. 
Mr.  Jefferis.  Sixth  or  seventh? 
Mr.  PcHSTCCK.  It  was  dated  two  dates. 

Mr.  Jeffebis.  And  that  was  not  signed  by  any  Govenunent  officer 
a  iny  Government  official  and  not  signed  by  Stein-Biim  Co. ! 

Mr'  ScHMTJCK.  I  don't  know  whether  it  was  signed  by  Maj.  Peck ; 
Htis  not  approved  by  the  hardware  and  metals  division, 
Mr.  Jqtehis.  And  not  by  Stein-Bum  Co.? 
Mr,  ScHSTccK,  No,  sir. 

Mr.  Jefferis.  In  these  written  specifications  of  December  6  or. 7, 
whidbever  it  was  it  specified  for  this  charcoal  plate? 
Mr.  ScHMucK.  Yes,  sir, 

Mr.  Jeffebis,  Now,  you  say  that  the  informar agreement  did  not 
pnnde  for  charcoal  plate? 

Mr.  ScHKUCK.  The  informal  agreement  did  not  contain  any  speci- 
fications whatsoever. 

Mr.  Jeffebis.  Then,  if  they  did  not  contain  any  specifications 
whatsoever,  why  did  you  permit  this  later  writing  that  was  never 
HKOted  by  the  parties  to  control  as  to  the  kind  of  material  Stein- 
Bom  Co,  were  to  get? 

Mt.  Schmttck,  The  specifications  were  standard  specifications.  It 
"IS  not  called  to  my  attention  until  yesterday  or  day  before  that 
there  vas  a  variance  between  those  specifications  and  those  settled 
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by.  As  I  told  you,  it  was  our  purpose  to  protect  the  interests  of  the 
United  States;  and  if  there  Teas  a  contract  drawn  up  which  contained 
provisions  more  liberal  to  the  United  States,  we  proceeded  to  certify 
to  that  for  the  protection  of  the  United  States. 

Mr.  Jefferis.  Now,  if  that  contract  as  drawn  up  on  December  6 
had  charcoal  plate  specified,  and  the  informal  contract  or  agreement 
had  coke  plate  specified,  why  didn't  you  send  it  to  the  board  of 
contract  review  or  adjustment! 

Mr.  Srhuuck.  The  informal  agreement  did  not  have  any 

Mr.  Jefferis  (interposing).  How  did  you  know  what  they  were! 

Mr.  ScHMUCK.  I  might  say  it  was  standard.  The  matter  of 
specifications  did  not  enter  into  the  proposition.  There  has  been 
many  informal  agreements  that  contained  no  specifications;  they  are 
standard  specifications;  they  are  well  known  to  the  Government 
negotiating  officers  and  to  contracting  officers. 

Mr.  Jefferis,  Let  us  get  out  of  uiis  discussion.  What  are  the 
standard  specifications  for  these  matters  that  are  involved  here? 

Mr.  ScHMucK.  I  can  not  tell  you,  sir. 

Mr.  Jefferis,  Then  you  don't  know  now! 

Mr.  ScBAiTJCK.  I  do  not,  sir. 

Mr.  Jefferis.  Then  how  could  you  pass  on  a  claim  and  determine 
what  were  standard  specifications  then  if  you  do  not  know  even  nowt 

Mr.  ScHMUcK.  I  did  not  quite  get  your  question. 

Mr.  Jefferis  (to  the  reporter).  Kead  it  to  him. 

(The  reporter  thereupon  read  the  question  to  the  witness,  as  fol- 
lows:) 


Mr.  ScHMucK.  Yes;  I  told  you  I  did  not  pass  on  the  specifica- 
tions; t^ey  were  for  a  certain  number  of  articles,  and  the  specifica- 
tions were  on  file  and  they  were  considered  in  the  adjustment  of  that 
contract. 

Mr.  Jefferis.  Where  were  the^  on  file! 

Mr,  ScHBTUCK.  I  think  you  will  find  them  on  file  in  the  hardware 
and  metals  diviaon. 

Mr.  JsFFXRia.  I  am  not  hunting  for  them;  did  you  find  themt 

Mr,  ScHMUCK.  No,  sir;  I  did  not  look  for  them. 

Mr.  Jefferis.  So  you  went  along  blind  and  did  not  know  where 
they  were! 

Mr.  ScHHTjCK.  I  assumed  they  were. 

Mr.  Jefferis.  Isn't  that  the  way  you  settle  down  there— you 
assume  certain  things! 

Mr.  ScHMDCK.  I  dont  think  so. 

Mr.  Jefferis.  And  if  a  contractor  makes  a  claim,  you  assume  that 
somewhere  there  is  in  some  bureau  some  specifications  and  you  pro- 
ceed on  that  line! 

Mr.  ScHMTJCK.  No,  sir;  I  do  not  think  that  is  a  fair  statement  of 
the  facts. 

Mr.  Jeffieis,  You  did  not  go  to  look  for  them,  did  you! 

Mr.  ScBMTJCK.  No,  sir;  the  informal  agreement  according  to  the 
evidence  other  than  the  three  contracts  in  question  were  simply  for 
a  given  number  of  articles  at  a  given  price.  I  might  say  there  are 
wdl-known  specifications  for  those. 
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Mr.  Jkffskis.  Yoq  haven't  seen  them,  have  you! 
Ur.  ScHvtrcK.  No,  sir;  I  can  tell  jou  I  have  not  read  over  those 
g>ecificatious  even  now. 
Ur.  Jetfebis.  Do  we  know  who  doest 

Mr.  ScHanrcK.  I  would  say  Capt  Wethmll  would,  or  Maj. 
Deemen  and  the  zone  supply  officer  in  Chicago. 
Mr.  Jepfebis.  Do  yon Imow  this,  or  are  you  guessing  again?    ' 
Mr.  ScHMtrcK.  I  do  not  think  I  have  been  guessing. 
Mr.  Jeptebis.  Have  yon  seen  them  at  any  of  those  places! 
Mr.  ScBMUCK.  No,  sir ;  I  have  not  seen  them. 
Mr.  Jbffbbis.  How  do  you  know  that! 

Mr.  ScHMncK.  Well,  sir,  I  can  only  say  that  where  these  things 
ire  being  manufactured  in  large  quantities,  according  to  Govern- 

meot  speofications 

Kr.  Jbffekis  (interposing).  How  do  you  know  that  if  you  have 
not  seen  th^nl 

Mr.  ScHxnicK.  Of  course,  you  are  asking  me  if  I  know  of  my 
Qvn  knowledge! 
j      Mr.  jEFFKSia  Yes;  that  is  what  I  supposed  you  were  testifying 
I  ibooL 

Mr.  Scbmuck.  I  can  only  say  this,  that  the  Government  keeps  a 
noord  of  its  specifications.    I  know  that  of  my  own  knowledge. 
Mr.  Jeffebis.  How  do  you  know  that  now? 
Mr.  ScHMTJCK.  About  these  particular  specifications  ? 
Mr.  Jefferis.  No ;  generally. 

Mr.  ScHuucK.  Because  I  have  seen  them  gotten  out  of  the  files; 
I  tiare  seen  them  produced. 
Mr.  Jamais.  Not  in  this  case? 

Mr.  ScHutrcK.  No;  not  in  this  case,  but  in  the  rolling-kitchen 
ontract. 

Mr.  Jkfpebis.  Now,  about  these  cheats  and  cookers,  or  anything 
Ske  that;  did  you  ever  see  any  specifications  at  all  about  that? 

Mi.  Sctmuck.  I  have  seen  those  attached  there ;  I  have  not  read 
tbtm  through ;  no,  sir.    I  have  seen  them. 
Mr.  Jbffbbis.  Did  your  board   make  any   investigation  as  to 
*be(her  this  man  Peck  had  authority  from  the  Secretary  of  War  or 
Prttident  to  enter  into  this  agreement? 
Mr.  ScHMUCK.  I  will  say  this,  we  called  Mr.  W,  A.  Dunning, 
I     vbo  is  now  living  in  Duluth,  and  we  found  from  our  records  and 
ioquiry  of  Mr.  Dunning  that  Mai.  Peck  was  the  head  of  the  branch 
(hit  had  let  these  contracts,  and  that  he  had  let  other  contracts; 
tbkt  was  a  part  of  his  duties.    I  have  never  looked  into  the  appoint- 
mtnt  of  Mr.  Peck,  or  Maj.  Peck. 
Mr.  Jepfebis.  This  supply  circular  No.  17  says: 

Ou*  A:  QAlms  based  on  agreemeDts  made  by  an  officer  or  agent  tuuler 
tie  intbority,  dirertlon,  or  instruction  of  the  Secretary  of  War,  and  the 
wnre,  terms,  and  conditions  ot  which  has  been  reduced  to  contract  form  or 
MbmrlM  established  by  evidence. 

Vow,  what  investigation  did  you  go  into  to  see  whether  this  man 
Peck,  who  makes  that  affidavit  for  Stein-Bum  when  this  claim  was 
filed,  to  see  whether  or  not  this  man  Peck  did  have  authority  from 
th«  Mcrdary  of  War  or  the  President  to  enter  into  this? 

16.  ScHifucK.  Well,  sir,  I  ascertained  that  he  was  the  hei*^  ** 
ibtbnsch  that  had  charge  of  the  procurement  of  these  mat'' ' 
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Mr.  JxFFtxia.  That  is  as  far  as  you  went! 

Mr.  ScHMucK.  I  do  not  know  ajiytbing 

Mr.  Jefferis  (interposinf).    I  sa^'  that  is  &s  far  as  you  went? 

Mr.  ScHMDCK.  Yes;  he  had  been  buying  materials  for  the  Gov- 
ernment and  those  were  his  duties  as  cliief  of  this  branch. 

Mr.  Jefferis.  And  then  because  the  matter  had  been  reduced  to 
contract  form  between  the  armistice  and  March  2,  1919,  you  con- 
cluded then  that  he  was  in  class  A  ? 

Mr.  SCHMDCK,  No,  sir;  you  will  find  that  there  is  a  considerable 
quantity  of  correspondence  prior  to  tlie  armistice;  and  you  will  also 
find  there  is  an  undated  memorandum  which  Maj.  Peck  testified  to 
that  was  written  and  put  in  the  files  about  August  26.  The  other 
correspondence  is  dated  prior  to  the  armistice. 

Mr.  Jefferis.    Correspondence? 

Mr.  ScHMuCK.  Yes;  correspondence.  I  might  say  in  this  connec- 
tion all  this  was  carefully  investigated 

Mr.  Jefferis   (interposmg) .  That  was  not  formal? 

Mr.  ScHM0CK.  No,  sir;  but  written  evidence,  as  we  construed  it, 
of  the  making  of  a  contract.  Mr.  Dunning  was  interviewed  and 
Capt.  Williams,  who  was  Maj,  Peck's  assistant,  was  interviewed. 

Mr.  Jefferis.  Did  they  file  any  evidence? 

Mr.  SciiMDCK.  No,  sir;  because  we  did  not  think  their  evidence 
was  sufficiently  material.  Maj.  Peck  was  brought  over  from  New 
York,  and  we  interviewed  him,  and  we  desired  his  evidence  in  affi- 
davit form  rather  than  in  the  form  of  questions  and  answers.  I  had 
an  affidavit  prepared  by  him  under  oath.  And  I  interviewed  Mr. 
Nisley  and  also  Mr.  Stein  on  a  number  of  occasions.  Mr.  Stein's 
statement  was  reduced  to  an  affidavit  and  attached  to  the  statement 
of  claim.    Mr.  Nisley's  was  also  attached  to  the  claim  as  an  affidavit. 

Mr.  Jefferis.  Did.  you  make  a  finding  then! 

Mr.  ScHMucB.  The  finding  is  set  forth  in  the  certificate  "  Form 

Mr.  Jefferis.  That  there  was  an  informal  contract? 

Mr.  ScHMucK,  Within  the  meaninp  of  the  act  of  March  2. 

Mr,  Jefferis.  Then  what  did  you  do  after  you  got  that  far  along? 

Mr,  ScHMDCK.  And  then  we  transmitted  it  to  Mr.  Tripp,  who 
was  secretary  of  the  board,  to  attach  contracts  setting  forth 

Mr.  Jefferis  (interposing).  What  contracts  did  you  tell  him  to 
attach  ? 

Mr.  ScHMuCK.  The  contracts  I  have  referred  to,  December  6 
and  7. 

Mr.  Jefferis.  They  were  not  written  contracts  then,  in  written 
form? 

Mr.  ScHMDCK.  No;  permit  me  to  amend  my  answer  and  say  writ- 
ten form  of  contract. 

Mr.  jEFt-ERis.  "Was  that  taken  up  then  with  Stein-Bum  Co.? 

Mr.  SciiMDCH.  The  procedure  which  I  suppose  was  followed  in 
this  case — I  know  of  no  case  in  which  it  was  not  followed — was  to 
transmit  "  Form  C "  with  the  documentary  evidence  attached 
through  to  the  zone  board,  or  to  the  zone  supply  officer  for  settle- 
ment. 

Mr.  jEFFFJiis.  Now,  what  good  would  the  form  papers  have  at- 
tached to  them  be  to  that  officer  if  they  called  for  charcoal  tin- 
plate  and  he  found  something  else  out  there? 
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Mr.  ScHMCCK,  Well,  sir;  I  think  the  matter  should  have  been 
oiled  to  mv  attention,  but  it  was  not  so  far  as  I  know ;  if  it  had 

been  it  woafd  have  bewi  amended 

Mr.  Jefferis  (interposing).  In  other  words,  you  irould  have  made 
it  snit  the  plate  that  Stein  had  on  hand,  would  you? 

Mr.  ScHMXtcN.  I  would  not;  I  would  make  it  conform  to  the  agree- 
ment as  I  understood  it. 
Mr.  JeFFERis.  How  do  you  understand  it  now? 
Mr.  ScHMTjcK.  I  understood  it  to  be  that  the  contract  called  for  a 
jriTeD  number  of  boxes  and  cooks'  chests  and  fireless  cookers  at  given 
prices. 
Mr.  jErfKEis.  Well,  what  kind  of  material  t 

Mr.  ScHHDCK.  The  specifications  were  standard  specifications.  I 
m  also  informed  that  Mr.  Stein  had  formal  contracts  prior  to  the 
imiistice  that  permitted  the  use  of  coke  plate.  I  was  also  advised 
wterdaj  that  be  was  instructed  to  use  coke  plates. 

Mr.  Gkahah.  Just  a  moment;  you  are  not  permitted,  and  you  are 
1  lawyer  and  you  know  you  are  not  permitted  to  state  a  lot  of  things 
dot  you  aT«  advised.  Confine  yourself  to  what  you  know  about  this. 
Tod  have  gone  to  great  length  in  answers  both  to  my  questions  and 
to  Mr.  Jefferis's  questions;  let  us  get  at  the  facts  and  leave  out  this 
,  eitraneous  matter. 

Mr.  Jeffebis.  That  is,  I  understand  you,  you  mean  contract  meant 
,  cob  plate  instead  of  charcoal  plate. 

Mr.  ScHimcK.  At  the  present  time  I  have  no  doubt  of  it. 
I     5fr.  JtFFiKts.  At  that  time  you  did  not  know  ! 

ifr.  ScHMCCK.  No,  sir;  but  if  the  matter  had  been  reported  to  me 

j  I  vMdd  have  investigated 

Mr,  Gkaham  (interposing).  You    have    answered  the  question; 
Hw.  please  stop. 
Mr.  Jetferis.  I  believe  that  is  all. 
Mr.  GiuHAH.  Go  ahead,  Mr.  Garrett. 

Mr.  Gabhbtt.  Let  me  see  if  I  can  get  this  matter  straightened  out 
m  my  mind,  with  reference  to  this  contract  for  bread  boxes.    First, 
let  me  ask,  who  was  Mai.  Peck? 
Mr.  ScHMCCK.  Maj.  Peck  was  the  chief — if  you  will  permit  me 
10  refer  to  my  memorandum  I  can  give  you  the  name  at  once. 
Mr.  Gabrett.  Yes. 

Mr.  ScHicncK.  Maj.  Peck  was  major  of  the  Quartermaster  Corps 
utd  from  June  10,  1918,  to  January  1,  1919,  was  chief  of  the  camp 
ud  kitchen  equipment  branch  of  the  hardware  and  metals  division 
of  the  office  of  the  director  of  purchase. 

Mr.  Gabsktt.  In  that  capacity  did  he  have  authority  to  make 
puthasest 
Mr.  ScHsrtrcK.  He  did,  sir. 

Mr.  Gabhett.  Now,  if  I  understand  correctly  about  this  bread  box 
coDtnct  it  came  about  in  this  way:  As  early  as  July  or  August, 
1MB,  he  entered  into  some  sort  of  negotiations  with  Stein-Bum 
Cmp  &  Field  Equipment  Co.  for  the  manufacture  of  20,000  or 
ajOOO  of  these  bread  boxes ;  is  that  correct,  from  the  records  ? 

Ifr.  ScHutTCK.  My  recollection — permit  me  to  refresh  my  recol- 
lection. 
Mr.  GiBFETT.  Yfcs:  fi-om  the  record. 
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Mr.  ScHHUCK.  This  is  my  memorandum  prepared  from  the  record. 
My  memory  is  not  clear  on  that  point,  but  my  best  recollection  is  that 
the  contract  was^  entered  into  for  these  bread  boxes  on  or  about 
Auffust  26  for  about  20,000  and  for  2,000  some  time  during  the  first 
week  of  September ;  that  is  the  best  of  my  recollection. 

Mr.  Gabreit,  Proceeding  under  that  contract,  oral  or  written,  or 
whatever  it  may  have  been,  this  company  did  go  to  work  on  the 
manufacture! 

Mr.  ScHMUCK.  So  I  am  advised;  yes,  sir. 

Mr.  Garrett.  Now,  I  call  your  attention  to  a  letter  in  the  brief  of 
facts  accompanying  the  claim  of  Stein-Bum  Camp  &  Field  Equip- 
ment Co.,  under  date  of  August  7, 1918,  which  has  already  been  read 
into  the  record,  but  which  I  will  read  again  for  the  purpose  of 
continuity : 

2.  The  new  specifications  are  as  follows: 

Bread  boxes  are  to  be  made  of  No.  20  U.  S.  gauge  coke  tin  plate.  Body  Is  to  be 
of  two  pieces,  with  two  comers  lapped  and  riveted.  All  soldering  to  be  done  with 
pure  block  tin.  There  Is  to  be  no  lead  In  the  solder.  Bottom  to  be  riveted  to  tbe 
body  as  specified  on  blue  print  and  Is  then  to  be  soldered  with  pure  biocic  tin. 
Bread  box  to  conform  to  f^»ecificatlons  and  blue  prints  in  all  other  respects. 

W.  A.  Orahau, 
Chief  Hardware  and  Metalg  Diviikm, 
ByW.  J,  Peck, 
Chief  Procurement  Branch  No.  S. 

Now,  I  want  to  ask  you  if  there  is  anything  in  the  record  which 
refers  to  charcoal  tin  plate  other  than  this  letter  of  December  7,  which 
has  been  referred  to  and  which  is  in  our  record  at  page  881  ? 

Mr,  ScHMTicK.  You  mean  the  proposed  contract,  not  a  letter,  do 
you? 

Mr.  Garrett.  Well,  I  suppose  it  is  a  proposed  contract.  It  is  in 
the  form  of  a  letter  from  the  Director  of  Quartermaster  Purchase  and 
refers  to  contract  numbered  so  and  so.  I  do  not  understand  that  to 
be  a  contract. 

Mr.  ScHHUCK.  May  I  see  the  document! 

Mr,  Garrett.  You  may  [handing  paper  to  Mr.  Schmuck].  I  un- 
derstand it  to  be  a  letter  which  would  set  forth,  perhaps,  the  under- 
standing  of  what  the  contract  was. 

Mr.  Schmuck.  May  I  explain  to  you  what  this  document  isl 

Mr.  Garrett.  You  may. 

Mr.  ScHHDCK.  The  forms  of  contracts,  the  formal  contracts  that 
were  ordinarily  entered  into  by  the  officer  of  the  director  of  purchase 
was  a  printed  form.  The  substance  of  the  contract  was  contained  in  a 
typewritten  schedule,  which  was  inserted,  that  set  forth  just  exactly 
what  was  to  be  delivered  under  the  contract.  That  was  really  a  part 
of  the  contract  and  was  the  most  material  part  of  the  contract,  and 
that  is  the  document  that  you  are  referring  to. 

Mr.  Garrett.  Well,  now,  the  question  is,  Is  there  anything  in  the 
record,  to  your  knowledge,  which  refers  to  charcoal  tin  plate  other 
than  the  expression  contained  in  this  communication  of  December  7, 
1918?  What  I  want  to  know  is  if,  to  your  knowledge,  there  is  any- 
where anything  else  in  writing  in  the  record  of  this  claim  or  contract, 
anything  referring  to  charcoal  tin  plate. 
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Mr.  ScHieucK.  May  I  be  pennitted  to  glance  at  the  documents  at- 
tached to  the  statement  of  claims? 

Mr.  Gahrett.  Certainly;  this  is  the  brief  [handing  papers  to  wit- 
ness], and  here  is  the  rest  of  the  file  here  [handing  other  papers  to 
tritnces]. 

Mr.  ScHMccK.  To  the  best  of  my  knowledge  there  is  no  such  other 
reference  to  charcoal  tin  plate.  However,  I  would  like  to  say  that 
before  I  make  a  definite  statement  that  I  should  like  an  opportunity 
to  consult  any  files  that  the  hardware  and  metals  division  have  refer- 
ring to  this.  I  will  say  that  it  is  very-  possible  that  Ma].  Peck's 
recommendation  for  a  forma]  contract  dated  November  20  may  con- 
tain some  recommendation  for  charcoal  plate.  I  do  not  know  what 
ibat  contains,  although  I  think  the  probabilities  are  that  it  was 
merely  a  recommendation  for  a  contract  for  a  given  number  of 
uticles  at  a  givenprice. 

Mr.  Garkeit.  Well,  do  you  know  why  this  contract  was  drawn  in 
DHcmbert 

Mr.  ScHMuCK.  I  do  not  know  why  it  was  drawn,  unless  it  was  due 
to  the  fact  that  the  contractor  had  obligated  himself  for  a  large 
imount  of  material  prior  to  the  armistice  that  he  then  had  in  his 
pltce-  It  was  not  known  at  that  time  how  contractors  could  be 
'  ttkm  care  of  where  their  claims  were  based  on  an  informal  agree- 
ment, and  it  was  probably  the  desire  of  the  hardware  and  metals 
division  to  reduce  this  contract  to  a  shape  where  it  could  be  termi- 
Dited  as  the  Dent  bill  subsequently  provided.  The  contractor  had 
obligated  himself  for  a  quarter  of  a  million  of  material,  and  it  was  the 
dedre.  perhaps,  to  compensate  him  for  a  loss,  as  provided  subse- 
qu«itly  in  an  act  of  Congress. 

Mr-'GARRBTT.  State,  if  you  know,  whether  that  paper  of  December 
'  was  supposed  to  contain  the  substance  of  the  verbal  agreement  ? 

Mr.  ScHMTTCK.  My  understanding  of  it  was  that  it  contained  the 
tvbstance  of  the  verbal  agreement,  and  something  more  than  that. 
The  verbal  agreement,  as  I  stated  before,  was  for  a  given  number  of 
irticles  for  a  given  price.  But,  as  I  stated  to  Mr.  Jefferis,  I  felt  all 
the  terms  ana  conditions  which  I  think  the  United  States  would 
hire  liked  to  have  seen  inserted  for  the  best  interests  of  the  United 
States,  that  was  actually  the  agreement  in  mind,  although  it,  per- 
hips.  vas  outside  of  the  actual  oral  agreement  it  contained. 
Mr.  GAKBTrr.  I  do  not  believe  I  care  to  ask  any  further  questions. 
Mr.  Gbahah.  Then  that  is  all. 

Mr.  ScHMTicK.  Just  a  second.  Mr,  Stein  left  with  me  a  letter 
vhich  he  desired  to  be  made  a  part  of  the  record  in  this  case. 

Mr.  Grahah.  We  will  look  at  it.  [After  examination  of  the  let- 
ter.]   I  do  not  think  this  letter  should  go  in.    What  do  you  think 
about  it,  Mr.  Jefferis! 
Mr.  Jetferis.  I  do  not  think  so,  either. 
Mr.  Graham.  It  will  not  go  in  Uie  record. 

There  may  be  inserted  in  the  record  at  this  place  the  original 
letter  written  by  Mr.  D.  J.  Bennett,  representing  this  committee,  to 
Msj.  Curtin,  and  the  specifications  which  accompanied  the  answer  to 
this  ktter,  as  well  as  a  list  of  contracts  attached  to  the  answer.  The 
answer  to  the  letter  is  to  be  found  in  the  record,  at  page  874,  and 
therefore  will  not  be  again  inserted  at  this  place. 
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here  printed  in  full  in  the  record,  as 


F.  O.  BowsD  MachlDoCo. 

Stsfubum  Camp,  Field  ii  Equlp- 

"d1i....' 

Do 

EslelD  Fhnt  ti  Metal  Works 

Rlester  &  Thesmacher  Co 

Ecllpso  Stove  Co , 

Erta  Slove  HululacturtDK  Co 

EsIelD  Sbeel  &  Usui  Worlu 

New  Jer»;  Firs  Escape,  Rep^  A 

Conslnictlon  Co. 
Oxa\»7  tfenubctuitiig  Co 

S.  BUckman 

Fox  FuraaCfl  Co 

atelnburn  Camp,  Field  &  Equlp- 

S.  Bllikmsn 

C.  F.  Bowen  Machine  Co 

AriDOUT  Clad  Uanubcturloe  Co ... . 


HC-flM-N.... 

hc~io«k:... 

HO-2262-N.. 


osc-tam-N . . 
osc-iaoo-N.. 

G8C-3347-J.,. 


Completo. 
CBDOeled  Feb.  S, 
9,926  canceled  U 
5,800  canceled  It 


Contracl  In  courae  or  lermiiui- 
CompietHl. 


ontTBCt,  il.tei  can- 


Wied. 

Tennloatioa  beliur  oegotlntcd; 

InlOrmal     coo  tract;    cuaceled 

Jan.  13, 191». 
luCcmial  order,  canceled  Uar. 


a  placed  by  Ihli  dlvisjco,  Irom  June  1,  IMS,  to  Sept.  2, 1! 


The  bread  boxes  shall  be  made  according  to  drawings :  HM-13,  HM-14,  HM- 
36W.  HM-135,  HM-147,  HM-148.  HM-39. 

The  four  bread  boxes  shall  be  made  24  by  12  by  24ii  Inches  to  top  of  cover. 
The  bottom  will  be  raised  on  the  Inside  three-fourths  Inch,  and  the  Beams  will 
be  welded  and  reinforced  with  li  by  4  inch  flat  steel  riveted  through  flanfte. 
The  top  will  be  reinforced  in  like  manner  by  21  by  1  Inch  flat  steel  band.  The 
reinforcing  bands  shall  be  riveted  to  the  boxes.  Blaterlal  for  the  bread  boxes 
.  shall  be  of  No.  20  gauge  charcoal  biitcht  3-pound  coating  ttn  plate.  To  be  double 
seamed  on  the  outside  with  solder  of  pure  tin.  (For  detail  of  bread  boxes  see 
drawing  HM-39.) 

The  hasp  and  staple  shall  be  made  according  to  detail  drawing  HM-147. 

The  chains  shall  be  of  12  links,  as  detailed  on  drawing  BM-135. 

The  snaffle  shall  hSTe  a  carrying  capacity  of  200  pounds,  as  detailed  in 
HM-14. 

The  binges  to  be  made  according  to  drawing  HM-148. 

The  handles  to  be  made  according  to  detail  HM-36W.  The  clips  for  the  re- 
ception of  the  handles  shall  be  made  according  to  detail  HM-13. 

AU  rivets  used  on  the  bread  boxes  shall  be  hot  tinned.  The  electric  coating 
process  will  not  be  permitted. 


Wab  Depaxtuent, 
PuRcHASK,  Storaoe  and  Traffic  Division. 

Wathington.  September  S.  1919. 
Prom:  Congressional  Investlgntlng  committee  (Mr.  D,  .T.  Bennett,  room  1411, 

Munitions  Building),  Washington,  D.  C. 
Tot  Ma].  H.  J.  Curtln. 
Subject;  Contracts  and  speclfiCHtfons  (or  bread  boxes. 

1.  You  are  requested  to  furnish  writer  with  a  list  of  all  contracts  for  l>renil 
boxes  that  have  been  placwl  since  the  beginning  of  the  war  In  11*17  up  to  the 
present  date  also  the  specifications  for  each  particular  contract,  and  If  the  specl- 
flcetlons  have  been  changed  subsequent  to  the  date  the  contract  was  placed 
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op  10  tbe  time  of  termlnatioa  or  completion,  such  cb&nges  In  speciQcatlons  are 
also  requested. 

2.  This  lafomiatlon  la  desired  If  poBslble  before  4  o'clock  tonlay,  September 
2. 1919. 

COHGBXSSIONAI.  iNVESTiaATION  COUUtTTlB, 

By  D.  J.  Bernett. 

Mr.  jEFFEBia.  I  want  to  ask  Mr.  Schmuck  what  became  of  the 
formal  contract  that  was  issued  to  the  Stein-Bum  Co.  of  date  Oc- 
tober 18,  1018,  and  which  was  sworn  to  by  W.  J.  Peck? 

Mr.  Schmuck,  The  formal  contract? 

ilr.  Jefperis.  Well,  according  to  the  affidavit  of  Mr.  Feck  here, 
he  says:  "That  thereafter  and  during  the  first  or  second  week  of 
September  having  verbally  informed  claimant  that  they  would  be 
recommended  for  an  award  of  17,500  fireless  cookers  at  $11.60  each, 
thereafter  on  October  18, 1918,  a  formal  contract  was  issued  to  claim- 
ant covering  12,000  of  such  fireless  cookers." 

Mr.  Schmuck.  You  want  to  know  where  those  are? 

Mr.  Jefferis.  Yes. 

3Ir.  ScHUUCK.  There  is  one  copy  of  those  contracts  in  the  office 
of  the  Quartermaster  General.  If  you  will  permit  me  to  ask  Maj. 
Holder  I  can  give  you  the  name  of  the  branch. 

Mr.  Jeffehis.  All  right;  we  want  that. 

Mr.  Schmuck.  One  copy  of  the  original  is  in  the  office  of  the 
contract-examinine  branch.  Director  of  Finance. 

Jlr.  Jefferjs.  What  were  the  terms  of  those  formal  contracts  is- 
sued October  18  ? 

Mr.  Schmuck.  I  can  not  tell  you. 

Mr.  Jefferis.  You  did  not  look  to  that  to  see  what  the  agreement 
was  at  that  time? 

Mr.  ScHMDCK.  In  regard  to  that  formal  contract? 

Mr.  Jeffehis,  Yes;  in  this  settlement. 

Mr.  Schmuck.  Ko,  sir.    I  had  nothing  to  do  with  the  settlement. 

Mr.  Jefferis.  You  did  not  have  anyming  to  do  with  the  settle- 
ment? 

Mr.  Schmuck.  I  did  not  pass  on  those  papers;  no,  sir. 

Mr.  Jefferis.  None  of  those? 

Mr.  Schmuck.  In  the  settlement? 

Mr.  Jefferis.  Yes. 

Mr.  Schmuck.  No;  I  did  not  happen  to  pass  on  this;  no,  sir. 

Mr.  Jeffehis.  Well,  that  is  all. 

Mr.  Graham.  That  is  all  the  committee  wishes  to  ask  then. 

(And  the  witness  was  excused.) 

Mr.  Graham.  How  many  more  witnesses  are  here  in  these  matters, 
Maj.  Holder? 

Maj.  Holder.  We  have  Col.  Goetz,  Capt.  Benke,  Mr.  Roberts, 
and  Maj.  Caswell. 

Mr.  Graham.  I  want  to  say  this,  and  I  must  insist  from  now  on, 
in  order  to  abbreviate  this  record,  that  the  witnesses  confine  them- 
selves to  the  facts  within  their  own  knowledge.  I  want  you  to  put 
in  all  the  facts  about  this  matter,  but  there  has  been  a  great  prolisity 
of  argument  and  statements  and  hearsay  that  I  do  not  think  should 
eo  into  the  record.  I  will  call  this  witness,  but  I  want  the  witnesses 
in  the  future  to  confine  themselves  to  what  they  know  about  the 
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matters  they  testify  about.    Who  will  you  have  next,  Maj.  Holder; 
did  you  say  Col.  Goetz ! 
Maj.  Holder.  Yes,  sir ;  Col.  Goetz. 

TESTIUOinr  OF  LIEUT.  COL.  GEOBOE  B.  GOETZ,  QTTABTEKHASTEB 
COBFS,  WASHHTGTOK,  D.  C. 

(The  witness  was  duly  sworn  by  Mr,  Graham.) 

Mr.  Gkaham.  Colonel,  do  you  waive  any  immunity  that  might 
arise  to  you  by  virtue  of  your  testimony  here? 

Col.  Goetz.  I  do  not  kaow  that  I  understand  that. 

Mr.  Graham.  Well,  I  tried  to  explain  it  on  yesterday. 

Col.  Goetz.  I  do  not  know  whether  I  got  it  on  yesterday. 

Mr.  Graham.  We  do  not  want  to  embarrass  «ie  Department  of 
Justice  in  any  way  by  anything  that  this  committee  does,  so  the  com- 
mittee'has  determined  that  in  our  investigations  of  these  matters  we 
will  ask  these  questions  in  these  matters,  and  therefore  no  one  can  say 
in  the  future  that  we  have  interfered  with  the  proceedings  of  any 
other  department  of  the  Government.  If  you  want  to  give  your 
testimony  here,  or  if  it  is  desired  that  your  testimony  be  heard,  and 
I  assume  that  it  is  so  desired — we  feel  that  we  ought  to  ask  you 
whether  you  waive  any  immunity  that  might  arise  to  you. 

Col.  Goetz.  I  will  waive  it. 

Mr.  Graham.  Your  answer  is  yest 

Col.  Goetz.  Yes,  sir. 

Mr.  Graham.  Which  one  of  these  particular  claims  do  you  have 
knowledeeof! 

Col.  GPoetz.  Well,  the  one  under  consideration,  the  Stein-Bum  Co. 

Mr.  Graham.  Let  me  get  your  name  in  full. 

Col.  Goetz.  George  B.  Graetz, 

Mr.  Graham.  Colonel  in  the  Quartermaster  Corps? 

Col.  GoETz.  Lieutenant  colonel,  Quartermaster  Corps. 

Mr.  Graham.  How  long  have  you  been  in  the  service? 

Col.  Goetz.  Two  years  and  two  months. 

Mr,  Graham.  During  that  time  what  have  you  been  doing  in  the 
department? 

Col.  Goetz.  Purchase  and  inspection ;  and  after  the  armistice  waa 
signed  I  was  terminating  contracts. 

Mr.  Graham.  Engaged  in  the  purchase  of  any  particular  line  of 
stuff? 

Col-  Goetz.  Purchase  and  inspection  of  leather,  personnel,  and 
horse  equipment 

Mr.  Graham.  Since  the  armistice  did  you  go  to  the  Claims  Board? 

Col.  Goetz.  After  the  armistice  was  signed  we  had  a  board  for  the 
settlement  of  difficult  leather  contracts,  and  on  July  1,  1919,  I  was 
appointed  salvage  member  of  the  Claims  Board. 

Mr.  Graham.  Now,  in  connection  with  this  Stein-Bum  matter,  t«ll 
us  what  connection  you  had  with  it.  Just  proceed  and  state  any 
facts  within  your  knowledge  about  it. 

Col.  GoBTZ.  Well,  I  am  not  a  metal  expert,  and  I  do  not  want  to 
come  here  as  appearing  to  justify  the  claim.  I  will  give  you  just 
what  facts  I  know  about  it;  and,  perhaps,  I  will  have  to  make  some 
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reference  to  hearsay  and  will  state  -where  I  got  my  informatioD  as  to 
procedure,  if  tiutt  is  permissible  t 

Mr.  GsAHAH.  Well,  you  may  proceed.  We  will  see  about  that 
when  we  get  to  it.  Try  to  keep  your  testimony  within  the  bounds 
of  your  own  knowledge  as  far  as  you  can. 

Col,  GoBTz.  Some  time  prior  to  July  1,  1919,  with  the  chairman 
of  our  board,  we  called  upon  Mr.  Bergenstein 

Mr.  Graham  (interposmg).  Who  was  the  chairman  at  that  timet 

Col.  GoETZ.  Maj.  Byron.  Mr.  Bergenstein  had  charge  of  the  sales 
of  surplus  stocks,  and  is  a  large  dealer  in  metals  in  Chicago.  We 
had  the  claim  of  Stein-Bum  and  several  others.  Mr.  Bergenstein 
went  over  the  list  of  materials  on  hand,  making  the  statement  that 
there  was  $2o,000  in  that  claim  that  should  come  out.  I  immediately 
proceeded  upon  that  assumption — -to  get  the  $25,000.  I  sent  out  let- 
ters to  a  number  of  concerns.  Do  you  wish  to  know  the  names  of 
themt 

ilr.  Graham,  Well,  yes;  I  think  that  is  pertinent,  if  you  want  to 
state  them ;  but  I  do  not  think  their  answers  are  material.  Who  yoQ 
wrote  to  may  be  all  right. 

Col.  GoBTz.  They  were  all  under  date  of  July  9,  1919.  I  sent  out 
this  letter: 

Inclosed  yon  will  find  a  8t<Kk  list  of  material  on  hand  with  one  ol  oar  con- 
tractors which  will  be  8old.  Please  advise  upon  receipt  whether  you  can  use 
all  or  any  part  of  It,  and  name  price  f.  o.  b.  Chicago. 

That  letter  was  sent  to  the  Steel  Sales  Corporation,  Chicago,  larm 
dealers  in  metals:  the  Scully  Steel  &  Iron  Co,,  Chicago;  Joseph  T. 
Ryerson  &  Sons,  Chicago ;  National  Enameling  &  Stamping  Co.,  New 
York 

Mr.  Grahau.  Did_you  say  New  York? 

Coi.  GoETz.  Y^  sir. 

Mr.  Graham.  They  have  several  branches,  then? 

Col.  Goetz,  Yes,  sir;  and  I  think  I  directed  a  letter  to  their  other 
branches.  Also  the  American  Can  Co.,  New  York  City;  the  Ameri- 
can Can  Co.,  Toledo,  Ohio;  the  Dow  Wire  &  Iron  Works,  Louisville, 
Ky.;  Central  Stamping  Co.,  New  York;  R,  Rothchilds,  Brooklyn; 
Crown  Point  Metallic  Bed  Co.,  Brooklyn:  Mohegan  Tube  Co., 
Brooklyn ;  American  Steel  &  Wire  Co.,  New  York. 

Pending  replies  to  these  inquiries,  I  sent  my  assistant,  Capt. 
Benke,  to  Chicago,  to  negotiate  the  sale  of  this  material,  with  the 
information  I  had  received  from  Mr.  Bergenstein.  ,  Capt.  Benke 
called  on 

Mr.  Graham  (interposing).  You  better  let  him  tell  that  part  of  it. 
You  can  t«ll  about  him  reporting  back  to  you.    He  is  here,  isn't  he? 

Col.  Goetz.  Yes,  sir. 

ilr.  Graham.  Well,  let  him  tell  what  he  did.    You  t«Il  what  you 

Col.  GoErz,  Well,  I  informed  Capt.  Benke  in  Chicago  that  I  was 
unable  to  get  any  satisfactory  quotation  for  all  this  material.  After 
he  return^  to  the  office  we  canvassed  the  situation  very  carefully, 
and  wB  found  that  all  the  quotations  that  we  had  received  for  the 
different  lots  of  material  was  scarcely  any,  if  any,  better,  or  would 
be  of  greater  advantage  to  the  Government  than  that  offered  by  the 
Stein-Bum  Co. 


itvGoo^lf 


1400  WAB  EXFBNDITUBBS. 

So  I  took  Up,  bv  wire,  with  a  representative  of  the  Stein-Bum 
Co.  the  matter  of  his  cominc  to  my  office,  and  asked  him  to  do  so, 
which  he  did.  Mr.  Stein  called  about  July  20,  1919.  Then,  in  com- 
pany with  Mr.  Stein  and  with  the  chairman  of  our  board  and  my- 
self, we  again  called  upon  Mr.  Bergenstein — the  expert  on  metals — 
and  we  went  over  this  list  of  material  very  carefully.  They  figured 
out  that  about  $2,800  would  be  a  fair  additional  allowance  to  the 
Government.  The  two  statruients  I  could  not  reconcile,  and  they, 
guite  naturally,  left  a  man  on  the  fence  and  in  bad  shape  as  to  mafc- 
ine  a  decision  as  to  what  would  be  a  fair  price.  So,  in  order  to  be 
safe,  I  negotiated  a  settlement  with  Mr,  Stein;  and  I  started  in  to 
get  $12,000,  but  we  jockeyed  from  that  on  down  to  about  $4,900,  in 
addition  to  the  amount  figured  by  Mr.  Bergenstein;  in  all,  about 
$7j200  or  $7,300.    On  that  basis  we  settled. 

Mr.  Graham.  Well,  Colonel,  from  the  papers  in  your  possession, 
will  you  tell  us  how  much  salvage  value  ne  paid  you  for  the  black 
sheet?  What  basis  of  settlement  was  there  on  this;  how  much  per 
pound  or  per  ton  for  the  materials? 

Col.  GoETZ.  I  had  all  that  before  me  at  the  time,  but  I  do  not  re- 
member now  just  what  it  was. 

Mr.  Graham.  All  that  you  can  tell  us  now  isj  that  in  general  this 
claim  was  reduced  until  he  was  paid,  approximately,  $171,000,  as 
shown  ^  the  final  award? 

Col.  GoETz.  YeSj  sir. 

Mr.  Graham.  You  do  not  know  what  the  salvage  basis  was? 

Col,  GoETz.  If  I  had  the  papers  I  could,  perhaps,  tell  you, 

Mr.  Graham.  Well,  we  have  nothing  here  but  some  papers  which 
proved  to  be  not  very  authentic.  They  came  from  the  War  Depart- 
ment, but  they  have  been  pretty  badly  impeached  by  some  of  the 
testimony  of  the  witnesses  who  nave  preceded  you.  Here  is  all  we 
have.  Can  you  tell  anything  from  this  file?  And  here  is  another 
sheet  that  goes  with  that  file  which  has  come  out. 

Col.  GoETz,  The  readjustment  of  the  claim  placed  the  value  of  the 
metal  in  the  neighborhood  of  $27.50  or  $28  a  ton. 

Mr.  Graham.  For  black  sheets? 

Col.  Gorrz.  Y^sir. 

Mr.  Graham.  There  are  a  lot  of  rivets  and  one  thing  and  another 
in  there;  what  happened  to  them? 

Col.  Gortz.  The  rivets  were  represented  as  being  noncommer- 
cial  

Mr,  Graham  (interposing).  I  know,  but  did  you  change  the  sal- 
vage value  from  what  he  stated  it  to  be  in  his  claim  ?  He  says  he 
will  take  that  iron  at  IJ  cents  a  pound  and  will  take  the-rivets  at 
25  per  cent.    Did  you  change  those? 

Col.  GoETz.  No;  we  did  not  change  that.  It  applied  to  the  whole 
claim. 

Mr.  Graham.  You  just  cut  it  down? 

Col.  GoETz.  I  arbitrarily  cut  it  down  to  $4,500  after  fighting  with 
him  for  two  days, 

Mr,  Graham,  It  does  not  apply  to  salvage  values  or  anything  else-, 
you  just  cut  that  much  off  the  claim? 

Col.  GoETz.  Well,  I  distributed  it  among  the  three  claims, 

Mr.  Graham.  I  know.  But  here  is  what  I  am  trying  to  get  at : 
He  claims  in  his  claim  that  this  stuff  is  worth  only  a  certain  price 
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per  pound  or  per  ton.  Did  you  arrange  a  higher  salvage  price,  or 
did  jou  just  say.  "Your  claims  are  too  high  and  will  have  to  come 
down  somewhat,"  and  finally  agreed  on  so  much  for  them,  $7,000,  or 
whatever  it  wasf 

Col.  GoETZ.  It  was  a  fiat  sum  that  we  deducted  as  to  the  three 
claims,  without  reference  specifically  to  any  rate  per  ton. 

Mr.  Gbahah.  I  see. 

Col.  GoBTZ.  Although  Mr.  Bergenstein  made  his  figures  on  a  ton 
basis. 

Mr.  Gbahah.  Bergenstein  was  a  junk  man,  wasn't  he! 

Col.  GoEiz.  He  was  a  metal  dealer  in  Chicago.  I  do  not  know 
whether  you  would  call  him  a  junk  dealer  or  not. 

Mr.  Gbahah.  Wasn't  he  a  secondhand  metal  dealert 

Col.  Goetz.  Really,  I  do  not  know. 

Mr.  Graham.  What  was  his  official  position  down  here! 

CoL  Goetz.  He  had  charge  of  the  sales  of  surplus  stocks. 

Mr.  Gbahau.  Sales  of  surplus  metal  stocks! 

Col.  GosTz.  Yes,  sir. 

Mr.  Graham.  Of  all  kinds,  or  just  junk! 

CoL  GoETTZ.  I  really  do  not  know.  I  suppose  he  had  all  sorts  of 
metals. 

Mr.  Graham.  Were  you  gentlemen  supposed  to  refer  to  him  mat- 
ters about  jiricet 

Col.  Gon^.  Well,  our  board  then  was  just  in  the  state  of  organiza- 
tion. We  conferred  with  Mr.  Bergenstein  and  with  the  o^ers  in 
charge  of  machinery  and  metals,  ana  the  Signal  Corps,  whenever  we 
wanted  information.    They  were  supposed  to  have  experts. 

Mr.  Graham.  Were  you  present  at  the  conference  between  Mr. 
Stein  and  Mr.  Bergenstein  when  the  former  came  down  here! 

Col.  GrOETZ.  Yes,  sir. 

Mr.  Graham.  All  of  it! 

Col,  Goetz.  Yes,  sir. 

Mr.  Graham.  Bergenstein  then  said  he  thought  $2,800  would  be 
about  right! 

Col.  GoBTz.  Yes,  sir. 

Mr.  Graham.  And  he  had  stated  $25,000  before! 

Col.  Goetz,  Yes,  sir. 

Mr.  Graham.  Tlien  there  wasn't  anything  very  much  for  you  to 
do,  when  the  expert  had  said  $2,800,  but  almost  take  his  word  for  it, 
was  there ! 

Col.  Goetz.  I  could  not  do  anything  else,  because  I  am  not  a  metal 
expert. 

Mr.  Graham.  It  did  not  matter  what  vou  thought  about  it! 

Col.  Gocrz.  Well,  on  general  princh>les  I  tried  to  get  all  out  of 
the  claim  I  could.  As  I  said  before,  Istartcd  with  $12,000,  and  we 
jockeyed  down  to  $4,500. 

Mr.  Graham.  He  is  a  pretty,  good  jockeyer,  isn't  he,  this  man 
Stein! 

Col,  GoET^.  I  should  say  so. 

From  my  knowledge,  gained  since  I  have  been  connected  with 
the  board,  there  is  no  market  value  for  dimension  metals,  lumber, 
leather,  or  textiles. 

Mr.  Graham.  Now,  Col,  Goetz,  just  a  moment.  Are  you  stating 
this  from  your  own  knowledge! 
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Col.  OoEiz.  Well,  from  my  experience  in  handling  all  these  com- 
modities there  is  no  market  for  dimension  metal,  lumber,  textiles,  or 
leather.  If  you  can  happen  to  find  a  concern  who  can  use  the  sizes  or 
iJie  weights  that  you  have,  you  can  get  a  good  price  for  it;  but  if 
it  is  put  up  to  a  dealer  or  speculator,  and  if  you  want  to  do  busi- 
ness with  him,  you  have  to  sell  it  to  him  at  his  price.  That  is  my 
experience  since  I  have  been  on  the  board. 

Mr.  Graham.  Well,  have  you  observed  any  disposition  among 
these  eentlemen  who  are  trying  to  settle  their  claims  down  here 
with  the  claims  board  to  club  together,  or,  say,  confederate  their  in- 
terests in  these  matters?  Have  you  observed  that  when  you  have 
tried  to  sell  salvage  material  that  there  seemed  to  be  a  general  con- 
sensus of  opinion  among  the  men  in  that  business  that  tney  did  not 
want  to  take  it,  but  wanted  to  fix  the  salvage  value  low? 

Col.  GoET«.  Well,  my  experience  has  been  just  in  line  with  this 
claim.  When  we  send  out  inquiries  to  the  different  steel  men,  or  for 
any  other  commodity,  the  replies  we  get  are  very  unsatisfactory. 

Mr.  Graham.  And  yet  the  stuff  that  these  same  outfits  are  pro- 
ducing is  higher  to-day  than  it  was  when  the  armistice  was  signed. 

Col.  GOBTZ.  Well,  I  have  no  doubt  that  many  of  these  commodities 
are  higher.  I  know  that  some  of  them  are,  but  do  not  know  about 
them  all.  We  never  made  very  much  progress  until  I  got  a  metal 
man  on  my  board. 

Mr.  Obaham.  When  did  you  get  him? 

Col.  GoETz.  About  the  1st  of  August,  1919. 

Mr.  Graham.  Who  is  he? 

Col.  GoETZ.  Buxton, 

Mr.  Graham.  Where  did  he  come  from? 

Col.  GoEiz.  Worcester,  Mass.    He  is  an  ex-service  man. 

Mr.  Graham.  Have  you  been  doing  any  better  with  these  claims 
since? 

Col.  GoE'ra,  Well,  it  would  depend  from  what  standpoint  it  was 
judged  and  who  passed  judgment  on  it,  as  to  the  success  or  failure. 

Mr.  Graham.  Is  Mr.  Bergenstein  still  down  there? 

Col.  Goetz.  No,  sir;  he  a&s  gone  back  to  Chicago.  The  way  we 
operate  now  is,  if  we  have  a  metal  claim,  the  contractor  comes  in 
when  we  order  him,  and  if  we  are  not  satisfied  with  the  values  placed 
on  the  materials  we  get  outside  concerns  to  make  any  bids  on  it  that 
we  can. 

Mr.  Graham.  Of  course  I  was  going  to  ask  you  if  any  of  this 
stuff  was  offered  for  sale  to  the  general  public,  but  you  have  nothing 
to  do  with  that. 

Col.  GoETZ.  We  get  some  outside  party  to  make  a  deal  with  the 
contractor  for  the  benefit  of  the  Government,  and  the  amount  of  his 
claim  is  amended  accordingly. 

Mr.  Graham.  While  you  are  on  the  stand,  it  might  be  well  to  ask 
you  something  about  leather;  Were  you  in  the  leather  department 
when  they  were  buying  leather  goods? 

Col,  Goetz.  Yes,  sir. 

Mr.  Graham,  Did  you  make  a  good  many  contracts  yourself! 

Col.  GoBTz,  Hundreds  of  them.  We  issued  the  purchase  order, 
and  another  department  made  the  contracts. 

Mr.  Graham.  Did  the  requisitions  come  to  you? 

Col.  GoETz.  Yes,  sir. 
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Mr.  Gkaham,  From  this  country  and  abroad,  both  t 

Col.  GoETz.  They  came  through  the  Requirements  Branch. 

Mr.  Gbahah.  Through  the  Requirements  Branch  in  connection 
with  the  Division  of  Purchase,  Storage  and  Traffic  ? 

Col.  GoETz.  Yes,  sir. 

Mr.  Gbaham.  Well,  did  you  have  the  passing  upon  them,  so  that 
you  could  say  whether  requisitions  should  be  filled  or  the  order 
issued! 

Col.  GoETz.  Well,  we  had  no  such  authority,  but  sometimes  we 
exercised  it. 

Mr.  Gbauau.  Well,  what  about  requisitions  for  leather  goods  that 
came  in  there?    Did  you  issue  purchase  orders  for  all  of  them! 

CoL  GoETz.  No,  sir. 

Mr.  Graham.  Were  the^  excessive,  in  your  judgment! 

Col.  Goetz.  Very  excessive.  We  had  requisitions  for  leather  goods 
that  would  have  required  in  their  manufacture  300,000  more  nides 
than  the  entire  take-off  in  the  United  States  for  one  year. 

Mr.  Gbahah.  Well,  you  have  been  a  leather  man  yourself! 

Col.  GoETz.  Yes,  sir.  I  have  been  in  the  leather  business  all  my 
life  in  the  manufacture  of  leather  goods. 

Mr.  Grauau.  What  did  you  do  with  those  requisitions  when  they 
cune  in  Uiere! 

Col.  GoETz.  Well,  after  a  great  deal  of  trouble  we  held  them  up. 
For  instance,  we  had  a  requisition  for  $21,000,000  worth  of  ambu- 
lance harness  parts,  and  we  purchased  about  10  per  cent  or  15  per 
cent  of  that. 

Mr.  Graham.  Where  did  they  come  from ;  the  Medical  Section ! 

Col.  Gopra.  The  ambulance  harness  requisitions! 

Mr.  Graham.  Yes. 

Col.  GoEiT.  They  came  through  the  Requirements  Branch. 

Mr.  Graham.  Were  ail  those  requisitions  coming  from  the  same 
Bequiremoits  Branch! 

Col.  GoErz.  Yes,  sir. 

Mr.  Graham.  And  was  the  Requirements  Branch,  or  they  must 
necessarily  have  had  knowledge  of  the  bulk  of  the  things  that  were 
going  through  there? 

Col.  GoETz.  It  is  my  impression  that  the  requirements  were  figured 
on  the  man  power  rather  than  the  horsepower  of  the  Army.  And 
that  slight,  if  any,  allowance  was  made  for  motorization.  Now, 
gentlemen  of  the  committee,  that  is  my  opinion,  but  I  am  not  a 
military  expert. 

Mr.  Graham.  All  you  knew  was  that  if  the  requisitions  received 
had  been  filled  there  would  not  have  been  hides  enough  in  the  United 
States  to  fill  them! 

Col.  GoETZ.  No,  sir;  they  would  have  been  300,000  hides  short — 
and  would  not  have  had  hides  for  any  other  purpose. 

Mr.  Graham.  As  it  was,  do  you  know  what  other  orders  were 
placed ;  what  proportion  of  the  total  output  of  hides  were  consumed 
by  them,  or  would  have  been  consumed  if  the  contracts  had  been 
completed! 

Col.  Goctz.  What  per  cent? 

Mr.  Graham.  In  other  words,  what  per  cent  of  the  hides  of  the 
country  was  the  Army  using  for  its  contracts! 

Col.  GoETz.  Well,  I  should  judge  75  per  cent. 
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Mr.  Graham.  That  included  shoes,  I  suppose? 

Col.  GoETZ.  All  purposes. 

Mr.  Grahau.  Leaving  26  per  cent  for  the  ordinary  consumption ! 

Col.  GoETz.  For  the  civilian  trade.  AJl  of  the  leather  factories 
throughout  the  United  States,  whether  they  made  shoes,  or  belting, 
or  harness,  were  working  almost  exclusively  on  war  work. 

Mr.  Graham.  That  is  one  reason,  I  assume,  why  shoes  are  so 
hi^,  footweart 

Col.  GoETZ.  Well,  I  would  not  like  to  say  as  to  that,  or  make  that 
statement.  They  are  taking  our  hides  in  Europe,  and  bidding  all 
sorts  of  prices ;  and  as  long  as  that  condition  exists,  leather  is  going 
to  remain  high. 

Mr.  Graham.  Now,  I  have  disgressed  from  what  you  started  to 
say.  Is  there  any  further  statements  you  want  to  make  about  the 
Stein-Bum  business  or  anything  else? 

Col,  GoGTZ.  I  want  to  make  myself  plain  on  the  salvage  value 
of  dimension  material :  As  I  see  it,  it  has  no  market  value.  If  this 
material,  whether  it  be  leather,  steel  sheets,  tin  plate,  clothing,  were 
in  the  original  piece  it  would  have  a  market  value,  of  course;  but 
when  it  is  cut  to  dimension  it  is  difficult  to  dispose  of.  As  I  stated 
before,  if  you  can  find  a  manufacturer  who  can  use  these  special 
sizes,  and  is  in  need  of  them,  tou  can  get  a  good  price.  But  if  they 
have  to  go  into  the  hands  of  a  dealer  or  a  series  of  dealers,  they 
buy  the  material  on  speculation,  and  they  buy  it  to  make  a  big 
profit. 

Mr.  Graham.  Does  that  complete  your  statement! 

Col.  Goetz.  That  is  all  I  have  to  say. 

Mr.  Graham.  Mr,  Jefiferis,  do  you  wish  to  ask  any  questions? 

Mr.  Jefferis.  Colonel,  as  I  understand  you,  the  Stem-Bum  claim 
was  one  of  the  first  that  come  up  when  your  department  was  or- 
ganized ? 

Col.  (joetz.  Yes,  sir. 

Mr,  Jefferis.  And  your  particular  board  at  that  time  had  no 
metal  expert? 

Col,  Goetz.  I  think  that  Mr,  Buxton  came  into  the  organization 
just  about  that  time;  and  I  believe  he  was  with  me  at  the  time  we 
had  the  conversation  with  Mr.  Bergenstein,  Mr.  Stein,  Maj.  Byron, 
Capt.  Benke,  and  myself. 

Mr.  Jefferis.  Mr.  Bergenstein,  before  you  had  called  Mr.  Stein 
to  Washington^  had  told  you  that  there  was  $25,000  that  should 
be  cut  off  of  this  Stein- Bum  claim? 

Col.  Goetz.  Well,  as  I  remember  his  words,  they  were  that  there 
was  $25,000  covered  up  in  this  metal  that  we  should  get. 

Mr.  Jefteris.  And  then,  after  Mr.  Stein  came  down  here  to  Wash- 
ington, Mr.  Bergenstein  took  the  position  that  it  was  $2,800  that  was 
covered  up  in  the  claim  ? 

Col.  Goetz,  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  whether  or  not  Mr.  Bergenstein  and 
Mr.  Stein,  of  the  Stein-Bum  Co.,  were  acquainted? 

Col,  Goetz.  No,  indeed;  I  do  not. 

Mr.  Jefferis.  They  were  both  from  Chicago? 

Col.  Goetz.  Both  from  Chicago. 

Mr.  Jefferib.  So  you,  not  being  a  metal  expert,  went  back  to  vive 
battle  with  Mr.  Stein  on  the  clai*"'* 
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Col.  GoETZ.  Just  to  arbitrarily  get  all  I  could  out  of  it.  I  could 
not  reconcile  the  two  statemeQts  and  I  was  not  satisfied. 

Mr.  Jetf^us.  And  you  did  succeed  in  getting  what ! 

Col.  Goirrz.  In  getting,  all  told,  $7i200. 

Mr.  Jeftebis.  On  the  three  claims! 

Col.  GocTz.  Yes,  sir. 

Mr.  Jetfeeis.  Did  Mr.  Stein,  of  the  Stein-Bum  Co.,  offer  to  turn 
over  this  property  to  the  Government  ? 

Col.  GoBiz.  Yesj  sir. 

Mr.  Jeffebis.  Did  he  do  it  more  than  once  or  not? 

Col.  GoEis.  A  number  of  times. 

Mr.  Jeffsris.  Do  you  think  he  was  sincere  in  that  or  blufBng? 

Col.  GoETz.  I  doubted  it  at  the  tima 

Mr,  Jefferib.  Now,  those  firms  that  you  wrote  to,  telling  them 
tliat  you  had  this  stuff  for  sale,  were  they  dealers  or  were  they  people 
who  would  use  this  material  in  their  business  if  they  bought  itf 

Col.  Gorrz.  They  were  dealers  and  manufacturers. 

Mr.  Jeffebis.  Do  you  know  what  ones  were  manufacturers  that 
might  possibly  have  had  use  for  the  material  in  their  business  of 
manufacturing? 

Col.  QoKTZ.  Well,  I  presuine  that  the  National  Enameling  & 
Stamping  Co.,  or  the  American  Can  Co.  could  have  used  it. 

Mr.  Jeffeeis.  With  regard  to  this  leather,  you  were  at  the  head  of 
the  procurement  division,  is  that  it? 

Col.  GoETZ.  We  had  the  harness  leather  and  rubber  branch. 

Mr.  Jeffebis.  That  is,  you  had  charge  of  procuring  it? 

Col.  GoBTz.  Ym,  sir. 

Mr.  Jefferib.  With  which  you  were  directed  to  procure  by  the 
requirements  divi^on? 

Col.  GoBTz.  Yes,  sir. 

Mr.  Jeffebis.  Could  you  give  this  committee.  Colonel,  some  idea 
as  to  who  constituted  this  requirements  branch  that  made  these  re- 
quirements upon  you  that  you  have  mentioned  in  answer  to  Mr. 
Graham's  questions? 

Col,  GoETZ.  Well.  I  was  in  Jeffersonville.  The  requirements  came 
from  Washington,  from  the  requirements  board  here.  I  believe  that 
some  of  the  requirements  were  figured  in  Jeffersonville,  although  I 
am  not  sure. 

Mr,  Jeffebis.  Well,  do  you  know  what  persons  in  the  requirements 
branch,  for  instance,  were  responsible  for  the  orders  they  sent  down 
to  you  to  procure  ? 

Col.  GoBTz.  Maj.  Deveraux  had  charge  of  the  requirements  branch 
in  Washington  prior  to  the  armistice. 

Mr.  Jeffebis.  Was  he  in  charge  of  that  branch  in  Washington 
dnring  the  entire  war? 

Col.  GoETZ,  Yes,  sir.    Did  you  say  during  the  entire  war! 

Mr.  Jbpferis.  During  the  entire  time  that  you  were  here? 

Col.  GoETz.  I  think  he  had  charge  of  that  particular  branch  dur- 
ing the  time  I  wa-?  here.  I  think  we  were  transferred  to  Washington 
the  last  of  July,  1918. 

Mr.  Jbffhiis.  If  you  had  gotten  real  active,  as  the  procuring  part 
of  the  Government  in  this  respect,  it  would  have  taken  all  the  hides 
in  the  United  States  and  300,000  more  to  fill  these  orders  received 
from  the  requirements  branch,  would  it? 
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Col.  GoETz.  Yea,  sir. 

Mr.  Jefferis.  But  you  tried  to  hold  that  down,  and  you  think  you 
held  it  down  to  75  per  cent  of  the  production  of  hides  ? 

Col.  GoETZ.  I  would  not  like  to  take  any  credit  for  that,  sir.  I 
think  my  chief  was  mot-e  instrumental  in  that  than  any  other  person. 

Mr.  JcFFiaas.  Who  was  that? 

Col.  GoETz.  Maj.  J.  C.  Byron. 

Mr.  Jeffehis.  Well,  anyhow,  your  department,  with  Maj.  Byron 
at  the  head  of  it? 

Col.  GoETz.  Yes,  sir. 

Mr.  jEFFEiti9.  And  the  orders  that  were  placed  through  the  pro- 
curement division  with  regard  to  this  leather,  you  think,  would,  take 
76  per  cent  of  the  production  of  hides  for  1918? 

Col,  GoETz,  I  believe  it  would. 

Mr.  Jefferis.  In  what  line  of  commodities  of  finished  products 
would  these  requirements  be  manufactured  into? 

Col.  GoET^.  Into  artiHerv  hnmess,  ambulance  harness,  H.  X.  G. 
harness,  cart  harness,  saddles,  bridles,  aperajoa,  halters,  and  many 
other  articles  of  personal  and  horse  equipment  made  in  whole  or  in 
part  of  leather. 

Mr.  Jeffehis.  Wliat  is  an  aperajo? 

Col.  GoETz.  That  is  a  harness  that  is  used  on  a  mule  that  carries  a 
pack. 

Mr.  Jeffebis.  Am  I  right.  Colonel,  that  these  orders  for  the  pro- 
curement of  these  lines  ofharncss  that  you  have  mentioned  here  and 
similar  things  would  take  75  per  cent  of  the  hides  of  the  United 
States! 

Col.  GoETZ.  Taken  in  connection  with  shoes  for  the  requirements 
of  the  Army. 

Mr.  Jefferis.  Do  you  know  how  many  saddles,  in  a  general  way, 
were  ordered  ? 

Col.  GoETz.  About  900,000  McClellan  saddles. 

Mr.  Jeffertb.  Any  other  kind? 

Col.  Goetz.  Well,  there  were  some  stock  saddles,  I  think  about 
45,000  all  told~or  Wild  West  saddles — you  had  better  use  that 
term. 

Mr.  Jefferis.  Any  Artillery  saddles! 

Col.  GoETZ.  Well,  the  McClellan  saddle  is  used  by  the  Artillery. 

Mr.  Jefferis.  You  would  think  about  945,000  saddles,  altogether? 

Col.  GoETZ.  About  that  amount. 

Mr.  Jefferis.  Do  you  know  about  what  amount  of  harness  was 
actually  ordered  or  contracted  for,  all  told? 

Col.  Goetz.  All  told,  I  estimate  about  1,000,000  sets. 

Mr.  Jefferis.  All  kinds  of  harness? 

Col.  Goetz.  Yes.  sir. 

Mr.  Jefferis.  Tnat  would  be  sets  of  harness  as  distinguished  from 
what  bridles,  t^^thcr  with  these  saddles,  or  anything  of  that  kind? 

Col.  Goetz.  fflngle  sets.  There  were  500,000  sets  o1  H.  T.  G.  har- 
ness authorized. 

Mr.  Jefferis.  WTiat  kind  of  harness  is  that! 
,     Col.  GoETz.  Honest  to  God  harness. 

Mr.  Jei'feris.  I  suppose  there  were  a  number  of  bridles  procured 
for  those  sets! 
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Col.  GoETz.  Thousands  and  thousands  of  them.  And  saddlebags 
and  field  equipment. 

Mr.  Jeffbris.  Do  you  know  what  amount  of  these  saddles  vas 
finally  manufactured  J 

Col.  GoETz.  I  do  not;  I  have  never  been  able  to  get  hold  of  an  intel- 
ligent record.  I  do  not  believe  that  they  have  an  accurate  counting 
of  the  stock. 

Mr.  Jeffebis.  Bo  you  know  whether  or  not  this  requirements 
branch — what  did  you  call  it! — of  the  Purchase,  Storage  and  Traffic 
Division  1 

Col.  GoETz.  Yes,  sir, 

Mr.  Jeffebis.  Do  you  know  whether  it  kept  any  record  as  to  what 
the  requirements  were  that  they  were  sending  to  your  department^ 

Col.  GoETz.  Oh,  no  doubt  tney  kept  a  record  of  it.  We  had  that 
record  in  our  office. 

Mr.  Jefferis.  But  they  kept  piling  them  up  in  there,  pretty  nearly 
every  day,  didnt  they! 

Col.  GoETz.  Yes ;  we  had  more  orders  than  we  could  get  manufac- 
turers to  accept,  very  often. 

Mr.  Jefferis.  Do  you  know  about  how  many  horses  they  had  over 
in  France  at  any  time  in  the  Army? 

Col.  GoETz.  I  have  a  statement  here  somewhere.  In  the  United 
States  and  France  they  had  104,000  Cavalry  horses,  146,000  Artillery 
horses,  123,000  draft  mides,  18,000  pack  mules.  That  is  the  total 
number  of  animals  in  the  United  States  and  France. 

Mr.  Jefferis.  It  is  the  total  in  the  United  States  and  France,  toot 

Col.  GoETz.  Yes,  sir. 

Air.  Jefferis.  That  list  does  not  agree  with  a  statement  we  have 
here  in  our  records.  But  I  understand  that  the  details  you  have 
given  are  the  total? 

Col.  GoETZ.  Yes,  sir. 

Mr.  Jefferis.  Well,  that  is  all  I  care  about — is  the  total. 

Col.  GoRTZ.  We  had  a  very  small  number  of  horses  in  France,  less 
than  100,000  altogether;  to  be  exact,  we  had  92,000  horses  and  mules 
in  France. 

Mr.  Jefferis.  The  total  number  that  the  Government  had  in  the 
United  States  and  in  France — the  details  you  have  given  up — figure 
up  391,000. 

Col,  GoETz,  Yes,  sir. 

Mr.  Jefferis.  At  what  time  did  you  get  your  tabulation  of  the 
horses  and  mules,  Colonel  ? 

CoL  GoETz.  July,  1918. 

Mr.  Jefferis.  How  late  was  that? 

Col.  GoBTz.  We  got  these  while  the  requirements  were  pending 
and  we  were  consmting  with  various  officers  about  the  expected 
quantities  of  saddles  that  were  ordered,  and  of  other  supplies. 

Mr.  Jefferis.  And  you  were  trying  to  hold  it  down? 

CoL  GoCTz.  Yes,  sir. 

Mr.  Jeffebis.  Do  you  know  who  Mr.  Deveraux  was? 

Col,  GoETZ.  Mr.  Deveraux  is  a  lawyer.  I  believe  he  was  employed 
by  the  American  Telephone  &  Telegraph  Co. 

Hr.  Jefferis.  And  he  had  become,  then,  the  chief  or  head  of  the 
requirements  branch  i 
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Col.  GoETz.  Yes,  sir.  I  think  the  information  came  to  himi 
through  other  channels  and  he  sent  it  to  us — distribtued  it  to  the 
various  contracting  officers. 

Mr.  Jefferis.  uo  you  know  who  else  was  in  this  branch  with' 
Mr.  Deverauxf 

Col.  GoETZ.  Indeed,  I  do  not  know,  I  knew  Maj.  Deverauz  very 
well. 

Mr.  Jefferis.  The  requirements  for  leaUier  goods  would  be  under 
his  signature,  would  itf 

Col.  GoETz.  Yes,  sir. 

Mr.  Jefferis.  Under  Maj.  Deveraux's  signature! 

Col.  GoBTz.  Yes,  sir. 

Mr.  Jefferib.  Did  you  ever  take  up  with  him  anything  about 
having  so  many  saddles  for  that  number  of  horses  ? 

Col.  GoETz.  Yes,  sir.  And  I  was  up  at  the  General  Staff  and  saw 
one  or  more  members  of  the  General  Staff  on  the  matter  of  the 
excessive  requirements. 

Mr.  Jefferis.  With  what  success! 

Col.  GoETz,  With  no  success  whatever.  They  told  me  it  was  my 
duty  to  purchase  this  material. 

Mr.  Jefferis.  In  other  words,  it  was  your  duty  to  obey  orders? 

Col.  Goirrz.  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  with  what  member  of  the  General 
Staff  you  Ulked! 

Col.  GoETz.  I  have  reallv  forgotten ;  but  with  some  ofiScers  in  the 
State,  War,  and  Navy  Building. 

Mr.  Jefferis.  When  you  took  it  up  with  Maj.  Deveraux,  what  was 
tlie  result? 

Col.  GoETz,  Well,  I  believe  that  Maj.  Deveraux  thought  that  the 

Juantities  of  equipment  ordered  were  excessive,  but  he  could  only 
ollow  orders.    He  was  not  a  practical  man. 

Mr.  Jefferis.  I  suppose  during  the  time  that  this  requirements 
branch  was  sending  in  these  requirements  to  your  section  the  cost  of 
leather  was  still  going  up  t 

Col.  Goetz.  'V^U,  the  price  of  leather  was  fixed  through  the  War 
Industries  Board. 

Mr.  Jefferis.  That  is,  fixed  in  so  far  as  what  the  Government 
bought? 

Col.  Goetz.  Well,  I  believe  that  applied  to  all  sales  of  leather. 

Mr.  Jefferis.  What  was  the  price  that  was  fixed? 

Col.  Goetz.  Harness  leather  was  70  cents  a  pound,  and  russet  har- 
ness, I  believe,  was  $1.05,  and  russet  backs  were  $1.05.  The  prices 
of  various  leather  were  fixed  by  the  War  Industries  Board.  The 
price  of  hides  was,  also  fixed. 

Mr.  Jefferis.  Well,  for  instance,  about  what  was  the  prewar 
price  of  russet  leather — before  this  price  was  fixed — do  you  know. 
Col.  Goetz? 

Col.  Goetz.  About  48  cents  to  50  cents  a  pound  for  black  harness 
leather. 

Mr.  Jefferis.  That  would  be  for  what  you  call  harness  leather? 

Col.  Goetz.  Yes,  sir;  black  harness  leather  sets. 

Mr.  Jefferis.  How  about  russet  leather;  what  was  the  prewar 
price  for  it,  do  you  remember! 
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Col.  GoBTZ.  I  could  not  tell  you  trithout  referring  to  our  records. 

Mr.  Jetferis.  Was  it  considerably  less  than  $1.05  a  pound! 

Col.  GoETz.  I  should  think  it  was  in  the  neighborhood  of  85  cents 
or  90  cents  a  pound;  or,  at  least  between  80  cents  and  90  cents  a 
pound. 

Mr.  Jetfebis.  What  was  the  russet  leather  used  for? 

Col.  GoETZ.  The  russet  leather  was  used  to  manufacture  saddles, 
artillery  harness,  leather  scabbards,  bayonet  scabbards,  bridles,  and 
the  general  line  of  equipment,  including  cases  to  carry  instru- 
ments in. 

Mr.  Jefferis.  Was  the  russet  leather  and  this  black  harness 
leather  suitable  to  make  shoes  f 

Col.  GoEFz,  The  same  hides  would  be  used  to  make  leather  suitable 
to  make  shoes,  but  after  it  was  converted  into  harness  leather  it 
was  unsuitable  for  shoes. 

Mr.  Jefferis.  In  other  words,  when  the  hides  are  converted  into 
harness  leather  it  ceases  to  be  shoe  leather  for  any  purpose! 

Col.  Gon^.  I  believe  there  wa^  a  time  after  the  armistice  was 
signed  when  an  attempt  was  made  to  use  some  of  the  russet  harness 
leather  backs  for  shoe  leather,  but  I  never  heard  whether  it  was 
successful.  There  was  also  an  attempt  made  to  use  some  strap 
leather  backs  and  sides  for  the  lighter  sole  leather. 

Mr,  Jefferis,  Do  you  know  how  that  experiment  worked  out ! 

Col,  GoEPz.  Well,  to  some  extent  it  was  successful,  I  believe. 

Mr.  Jefferis.  But,  in  the  main,  as  you  would  understand  it  as  a 
leather  man,  by  utilizing  hides  for  russet  leather  and  black  leather 
for  harness,  that  would  practically  t^ke  it  out  of  the  realm  of  shoe 
leather  ! 

Col.  GoETz.  Yes,  sir;  except  for  welting — the  strip  of  leather  that 
the  sole  is  attached  to,  and  tnat  is  a  strip  about  a  half  an  inch  wide, 
here  [indicating  on  shoe]. 

Mr.  Jefferis,  What  is  the  fact  as  to  a  price  still  being  fixed  on 
hides  and  leather  or  not,  Col.  Goetz ! 

Col.  Goetz.  Well,  the  price  on  hides  and  leather  was  withdrawn  or 
has  expired,  and  I  do  not  know  which.  The  price  is  higher  to-day 
than  I  have  ever  known  it  in  the  histoir  of  the  trade. 

Mr.  Jeffebis.  It  is  an  open  market,  however! 

Col.  Goetz,  Yes,  mr. 

Mr.  Jefferis.  From  what  source  do  the  hides  get  to  the  leather 
manufacturers  in  this  country,  largely? 

Col.  Goetz.  From  what  source! 

Mr.  Jefferis,  Yes. 

Col.  Goetz.  Well,  they  are  largely  native  hides,  but  a  great  many 
come  from  South  America,  For  quit©  a  while,  I  believe,  there  was 
an  embargo  on  hides  and  for  some  reason  or  another  they  were 
unable  to  bring  them  in. 

Mr.  Jefferis.  Then  we  get  considerable  hides  from  South  Amer- 
ica, do  we! 

CoL  Goetz.  A  great  many. 

Mr.  Jefferis.  In  this  country  do  the  hides  mostly  come  from  the 
packers,  or  from  whom ! 

Col.  Goetz.  Well,  I  presume  they  come  largely  from  the  packers, 
although  there  are  hides  known  as  country  and  that  sell  cheaper 
than  packer  bides. 
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Mr.  Jefferis.  That  is,  where  the  hides  are  taken  off  the  animal  by 
the  fanner  t 

Col.  CJoETz,  By  tlfe  country  butcher, 

Mr.  Jeffebis.  Or  the  butcher  f 

Col.  GoBTz.  Yes,  sir. 

Mr.  Jefferis.  And  their  theory  is  that  the  hides  are  not  taken  off 
the  animal  as  carefully,  I  take  it! 

Col.  GoBTz.  Well,  they  are  heavier.  They  are  cut  and  not  as  care- 
fully prepared  as  paclrar  hides,  and  they  sell  for  correspondingly 
less  price. 

Mr.  Jefferis.  Do  you  have  any  experience  in  the  actual  tanning 
of  hides! 

Col.  GoETz.  Not  directly. 

Mr.  Jefferis.  In  other  words,  your  business  in  the  past  has  not 
been  in  the  manufacture  of  leather  from  the  hides? 

Col.  GoETz.  No;  not  the  tanning  of  leather. 

Mr.  Jefferis.  In  other  words,  your  business  in  the  past  has 
brouehtyou  into  the  business  of  purchasing  leather  from  the  tanner! 

CoT.  GoBTz.  Yes,  sir. 

Mr.  Jefferis.  How  much  higher  do  you  think  leather  is  now  than 
it  has  ever  been  before ! 

Col.  GoETz.  Along  about  1890  black  harness  leather  sold  at  from 
18  cents  to  25  cents  a  pound — black  harness  leather  sddes.  To-day  I 
think  the  average  price  for  black  harness  leather  is  90  cents  a  pound, 
and  I  have  heanl  of  some  quotations  at  $1  a  pound. 

Mr.  Jefferis.  Well,  has  the  Government  any  considerable  amount 
of  black  harness  leather  on  hand  as  salvage,  or  not! 

Col.  GoETZ.  My  recollection  is  that  the  Government  has  now  in 
its  possession  about  1,800,000  pounds  of  black  harness  leather. 

Mr.  Jeffebis.  Is  it  finding  any  market! 

Col.  GoETZ.  And  they  expect  to  sell  it  during  the  coming  month.  I 
might  venture  to  state  at  this  point  that  we  have  had  several  sales  of 
leather  on  which  we  have  made  money  for  the  Government. 

Mr,  Jefferis.  Now,  that  black  harness  leather,  of  course,  will  only 
be  available,  even  after  it  is  sold,  in  the  manufacture  of  harness! 

Col.  GoETz,  Harness  and  straps. 

Mr.  Jefferis.  It  would  not  in  any  way  be  available  for  shoes! 

Col.  GoETz.  No,  sir. 

Mr.  Jefferis,  And  russet  leather — has  the  Government  anv  amount 
of  sur^^lus  nisset  leather  on  hand,  such  as  you  make  satfdles  and 
bridles  of! 

Col.  GoETz.  I  should  say  that,  all  told,  the  Government  has  some 
$3,000,000  to  $4,000,000  worth  of  russet  leather,  principally  at  Rock 
Island. 

Mr.  Jefferis.  "Will  any  of  that  be  placed  on  the  market,  or  do  you 
know! 

Col.  Goetz.  It  is  to  be  sold  next  month  in  Chicago. 

Mr.  JEFFEnia.  And  that  will  only  be  available,  after  it  is  sold,  in 
the  manufacture  of  such  things  as  saddles  and  bridles! 

Col.  GoET3.  Well,  I  believe  strap  leather  can  be  used  for  shoes  to 
some  extent;  it  can  be  refinished  and  used  for  shoes. 

Mr.  Jefferis.  Has  the  War  Department  any  surplus  shoe  leather 
on  hand! 

Col.  GoETZ.  Not  that  I  know  of. 
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Mr.  Jetferis.  Has  it  any  surplus  shoes  on  hand — that  is,  in  your 
department! 

Col.  GoBTz.  No,  sir;  I  do  not  believe  the  Government  has  much,  if 
•ny,  surplus  stock  of  shoes  on  hand.  They  have  recently  been  in  the 
market  to  purchase. 

Mr.  Jeffehis.  Then,  by  the  War  Department's  activities  in  ordering 
these  saddles  and  harness  and  such  things  as  you  have  described,  you 
feel,  do  you.  Colonel,  that  about  ?.'>  i>er  cent  or  Uie  production  of  hides 
in  this  country  went  into  that  kind  of  leather? 

Col.  GoETz.  I  believe  that  about  75  per  cent  was  used  for  that  pur- 
pose.   That  is  just  my  judgment.    I  have  no  figures  to  support  it. 

Mr.  Jffferis.  That  would  only  leave  about  '25  per  cent  for  other 
purposes  ? 

Col.  GoETz.  Yes,  sir;  for  civilian  purposes. 

Mr.  Jeff-eris.  Even  harness,  for  civilian  purposes? 

Col.  GoETz.  During  the  war  period  there  was  very  little  harness 
manufactured  for  civilian  use;  very  little.  Nearly  all  the  factories 
were  busy  on  war  work,  and  many  of  them  100  per  cent. 

Mr.  Jefferis.  Did  you,  while  at  the  head  of  your  department,  go 
into  the  question  whether  there  were  any  hides  t>elng  stored  by  pacK- 
ers  or  tanners,  hoarded  in  a  way  f 

Col.  (ioETZ.  I  did  not. 

Mr,  Jefferis.  Do  you  know  whether  there  was  any  department  of 
the  Government  that  made  any  investigation  of  that  matter? 

Col.  GoETZ.  I  do  not. 

Mr,  Jeffeuib.  Did  you  go  into  any  question  while  you  were  in  the 
procurement  division  to  see  whether  the  tanners  were  controlled  in 
uiT  way  by  the  packers  in  the  hide  situation! 

Col.  GoETz.  Well,  you  know  that  a  number  of  the  packers  have 
their  own  tanneries,  but  I  do  not  believe  that  they  control  the  leather 
industries  of  this  country. 

Mr.  Jefferis.  You  do  not  believe  that  they  do! 

Col.  GoEtz.  No,  sir;  I  do  not  believe  that  they  do. 

Mr.  Jefferis.  You  say  that,  do  you,  from  your  experience  in  the 
leather  business  all  these  years ! 

Col-  GoETz.  Yes,  sir.  They  may  control  the  price  of  hides — they 
may  do  that. 

Mr.  Jefferis.  But  you  do  not  know  that! 

Col.  GoETZ.  No,  sir. 

Mr.  Jefferis.  Well,  there  have  been  certain  charges  made,  and  I 
was  trying  to  get  your  view  on  it.  Then,  as  you  figure,  or  in  your 
opinion,  in  its  going  to  take  some  time  for  the  price  of  leather  to 
come  down  in  this  country ! 

Col.  GoFFZ.  Some  time  for  the  price  of  leather  to  come  down  in 
this  country;  yes,  sir.  As  long  as  Europe  keeps  bidding  for  our 
leather,  and  are  willing  to  take  our  money  and  pay  any  price  for 
leather  and  hides,  in  my  humble  judgment  it  is  going  to  continue  to 
be  high. 

Mr.  Jefferis.  You  mean  as  long  as  they  can  borrow  money  from 
this  country  with  which  to  buy  our  hides! 

Col.  GoETz.  Exactly  so. 

Mr.  Jefferis.  Can  you  give  us  any  idea  as  to  about  what  amount 
of  hides  or  leather  has  been  imported  into  this  country  per  year! 
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Col.  GoETz.  Do  you  mean  nonnally,  or  during  the  war  period! 

Mr.  Jefperib.  Yes ;  normaJly. 

Col.  GoGTz.  Well,  I  do  not  think  that  there  was  any  leather  im- 
ported. There  was  none  that  I  know  of.  There  was  a  small  lot 
tlittt  I  heard  of  during  the  war  period  that  came  from  Australia. 
There  was  more,  I  understood,  at  tnat  time,  available,  but  on  account 
of  lack  of  shipping  they  could  not  get  it  in.  But  that  would  be  a 
very  small  percentage  of  the  quantity  needed. 

Mr.  Jefferis.  Can  you  give  us  any  idea  as  to  the  importation  of 
hides  into  this  country  ? 

Col.  GoETz.  Well,  they  tried  to  get  all  the  South  American  hides 
that  were  obtainable,  and  I  believe  they  had  to  get  permits  through 
the  tanners'  council. 

Mr.  Jeffebis.  Who  had  to  get  permits! 

Col.  GrOETZ.  I  think  the  individual  tanner;  or  they  were  obtained 
from  the  tanners*  council. 

Mr.  Jeffebis,  What  is  the  tanners'  council! 

Col.  Goetz.  The  tanners'  council  is  an  organization  that,  I  believe, 
worked  in  connection  with  the  War  Industries  Board;  I  am  not  sure 
about  that  now. 

Mr.  Jefferis.  Well,  wlio  would  get  the  pennits  for  hides  to  come 
into  America! 

Col.  Gos?rz.  Who  would  get  the  permits! 

Mr.  Jefferis.  Yes. 

Col.  GoETz.  It  would  be  gotten  by  the  various  tannei-s. 

Mr.  Jefferis.  They  would  get  them  from  the  War  Industries. 
Board  through  whom } 

Col.  GrOETZ,  I  believe  that  was  the  manner  of  the  procedure.  But 
that  was  entirely  out  of  my  particular  line,  and  1  would  not  like  to 
go  on  record  as  making  that  as  a  positive  statement. 

Mr.  Jefferis.  Do  you  know  whether  the  importation  of  hides  was 
in  any  way  altered  or  not  during  the  war! 

Col.  Goetz.  I  believe  it  was. 

Mr.  Jefferis.  Do  you  know  how  and  in  what  manner! 

Col.  GoBTz.  England  was  taking  large  quantities  of  South  Amer- 
ican hides,  and  I  believe  there  was  some  controversy  among  the  offi- 
cers in  charge  of  the  hide  situation  as  to  the  allocation  of  these  hidee. 

Mr,  Jefferis,  In  other  words,  as  to  how  many  should  be  permitted 
to  come  into  the  United  States! 

Col.  GoBTz.  As  to  how  many  should  go  to  England.  Mr.  Henry 
Boyd,  of  the  War  Industries  Board,  I  believe,  had  charge  of  that. 

Mr.  Jefferis.  I  believe  that  is  all- 
Mr.  Graham.  Mr.  Garrett,  do  you  wish  to  ask  any  questions! 

Mr.  Garrett.  Colonel,  do  you  think  that  the  policy  of  fixing  the 
price  of  leather  during  the  war  was  a  good  one! 

Col.  Goetz.  I  do. 

Mr,  Garrett.  Why! 

Col.  Goetz.  Because  I  believe  if  the  Government  had  not  fixed  the 
price  of  leather  and  hides  that  prices  would  have  advanced  very 
much  more,  for  the  reason  that  the  demand  exceeded  the  supply. 

Mr.  Garrbtt.  From  your  knowledge  of  the  conditions  of  the 
leatlier  trade  at  the  time,  do  you  thi^  that  the  prices  fixed  were 
fair? 

Col.  Goetz.  I /do. 
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Mr.  Gakreit.  From  the  consumers'  end  of  it  as  well  as  from  the 
Ooremment's  end  of  it?  Or,  inasmuch  as  you  say  fair,  I  suppose 
yon  mean  fair  to  all  parties. 

Col.  Goerz.  I  mean  fair  to  all  parties  concerned. 

Mr.  Garbeit,  Do  you  think,  or  do  you  care  to  express  an  opinion, 
that  the  requisitions  made  Tvere  ezcessire ;  that  the  requisitions  made 
for  leather  by  the  various  departments  or  the  v&rious  bureaus  of  the 
War  Department  were  excessive,  or  do  you  care  to  express  any 
opinion  about  that? 

Cbl.  GoETz.  We  regarded  them  as  excessive.  On  the  other  hand, 
if  they  had  ever  had  an  Army  of  5,000,000  men,  I  do  not  believe  the 
quantities  would  have  been  excessive. 

Mr.  Garreit.  Did  you  understand  at  the  time  that  they  were  mak- 
ine  these  requisitions  on  a  5,000,000  Army  basis? 

Col.  GoETz.  I  have  heard  that  as  the  current  report,  you  know, 
through  the  department,  but  I  have  no  official  knowledge  of  it. 

Mr.  GApHinT.  You  have  no  official  knowledge  in  regard  to  it? 

Col.  Gotrz.  No,  sir. 

Mr.  GARRerr.  I  believe  you  stated  you  did  not  know  what  was  the 
amount  of  orders  that  had  been  filled,  or  did  you  state  that? 

Col.  GoCTz.  I  have  no  knowledge  of  the  amount  of  those  orders 
that  have  been  actually  filled. 

Mr.  Garheit.  Have  you  had  to  do  with  the  settlement  of  any  of  the 
leather  contracts  since  the  armistice  was  signed? 

Col.  GoETZ.  Very  much  of  them ;  yes,  sir. 

Mr.  Garrett.  Have  you  had  any  trouble  of  any  great  consequence 
■bout  it? 

Col.  GoETz,  Well,  you  know  just  after  the  armistice  was  signed 
there  was  a  general  slump  in  toe  value  of  all  commodities.  The 
manufacturer,  the  merchant,  and  the  consumer  were  looking  forward 
to  the  prewar  period. 

Mr.  GARRrrr.  Looking  back  to  what? 

Col.  GoETz.  Looking  Dack  to  prices  of  the  prewar  period.  And 
there  was  a  disinclination  to  trade,  or  to  buy,  and  those  settlements 
were  very  difficult  to  make  even  on  the  basis  of  the  very  liberal  Gov- 
ernment allowances.  For  instance,  we  had  to  take  back  black  harness 
leather  on  which  the  Government  allowance  was  15  per  cent.  We 
had  to  take  back  lar^  quantities  of  this  russet  leather,  that  we  spoke 
of  awhile  ago,  which  the  Government's  allowance  was  from  25 
per  cent  to  50  per  cent.  The  contractors  were  disinclined  to  take  it. 
Fortunately  for  those  who  did  take  it  over  and  who  were  financially 
able  to  take  it  over,  the  advance  in  the  market  price  proved  a  good 
trade  for  them  and  they  made  money. 

Mr.  Garrett.  And  the  Government  will  lose  nothing  on  that  which 
it  had  to  take  over  ? 

Col.  GoETz.  The  Government  has  made  money  on  its  sales. 

Mr.  Garrett.  Of  leather? 

Col.  Goetz.  Yes,  sir.  I  believe  it  has  made  $300,000  or  $400,000 
on  the  Boston  sale. 

Mr.  Garrett.  Just  one  other  question  about  the  leather  situation : 
You  compared  the  priw  in  1890  with  present  prices? 

Col.  Goetz.  Yes,  sir. 
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Mr.  Garrett.  Was  there  any  particular  reason  for  taking  the  1880 
price? 

Col.  GoETZ.  Well,  I  was  getting  the  lowest  price  and  then  the  high 
price. 

Mr.  GABHErr.  That  was  the  lowest  price  in  1890? 

Col.  GoETz.  Yes,  sir.  That  was  a  time  when  I  sold  wheat  for  45 
cents  a  bushel  and  com  for  $1  a  barrel. 

Mr.  Gabrett.  That  was  the  low-water  mark? 

Col.  GoEiz.  The  lowest  price  that  I  can  remember. 

Mr.  Garbett.  Do  you  remember  about  the  prices  immediately  pre- 
ceding the  war? 

Col,  GoBTz.  Yes,  sir. 

Mr.  Garrett.  I  mean  now,  before  the  European  war  broke  out; 
say  in  1913.    Do  you  remember  the  prices  then? 

Col.  GoETz.  Yes,  sir;  about  35  cents  a  pound  for  black  harnesB 
leather. 

Mr.  Garrett.  I  suppose  that  after  the  outbreak  of  the  war  in  Eu- 
rope and  before  we  had  entered  the  war,  the  market  had  been  stimu- 
lated? 

Col.  GoETz.  Oh,  yes. 

Mr.  Garhbtt.  Immediately  preceding  our  entrance  into  the  war, 
say  1916,  do  you  remember  about  the  price  of  leather? 

Col.  GoETz.  Black  harness  leather  *as  worth  from  55  cents  to 
60  cents  a  pound.  The  first  order  for  harness  leather  that  was  given 
out  by  the  committee  of  the  War  Industries  Board,  to  which  I  was 
adviser,  was  given  out  on  the  basis  of  60  cents  a  pound. 

Mr.  Garrett.  Now,  Col.  Goetz,  leaving  the  leather  situation  and 
coming  back  for  two  or  three  questions  in  regard  to  this  Stein- 
Burn  claim :  As  I  understand  it,  you  conducted  the  negotiations  that 
lead  to  the  final  settlement,  and  your  recommendations  were  accepted 
absolutely  by  the  board? 

Col.  GoBTz.  Yes,  sir.  I  conferred  with  the  board  before  I  signed 
up  with  Mr.  Stein,  and  they  unanimously  agreed  to  that  settlement. 

Mr.  Garrett.  Do  I  understand  that  you  had  the  benefit  of  the 
advice  of  Mr.  Buxton  upon  this  particular  claim? 

Col.  Goetz.  Yes,  sir. 

Mr.  Garrett.  Was  there  any  explanation  given  you  by  Mr.  Ber- 
genstein  as  to  his  change  of  opinion  on  Uie  amount? 

Col.  Goetz.  Well,  I  had  in  mind,  you  know,  to  ask  him  how  to 
reconcile  his  two  statements,  but  I  thought  best  not  to  do  it. 

Mr.  Garrett.  You  did  not  make  any  request  of  him  on  that? 

Col.  GoKTz.  No;  and  I  doubt  very  much  whether  Mr.  Bergen- 
stein  knew,  when  he  made  the  statement,  as  to  the  tonnage  of  steel 
or  who  the  claimant  was.  I  do  not  believe  he  saw  the  papers  or  had 
them  before  him.     I  do  not  believe  he  knew  who  the  claimant  was. 

Mr.  Garrett.  Oh,  you  think  he  did  not  know  who  the  claimant 

Col.  Goetz.  I  do  not  think  so. 

Mr.  Garrett.  Did  he  make  any  personal  inspection  out  there  that 
you  know  of  ? 
Col.  GoEK.  Of  the  steel? 
Mr.  Garrett.  Yes. 
Col.  Goetz,  None  that  I  know  of. 
Mr.  Garrett.  Did  you? 
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Col.  GoETz.  I  did  not. 

Mr.  Gabbett.  You  were  never  in  Chicago  in  connection  with  this 
claim } 
Col.  GoETZ.  No;  not  in  connection  with  that  claim. 
Mr.  GARacrr.  You,  of  course,  thought  this  was  a  fair  settlement 
or  the  best  that  you  could  get? 

Col.  GoBTz.  It  was  the  best  I  could  get.    I  do  not  know  whether 
it  was  a  fair  settlement  or  not.    There  was  a  doubf  in  my  mind  or  I 
would  never  have  insisted  on  a  larger  salvage  value. 
Mr.  Garrett.  Well,  I  meant,  of  course,  your  final  settlement. 
Col,  GoEra.  It  might  be  possible  if  we  had  had  a  larger  organi- 
zation and  had  had  time  to  shop  around  that  we  might  have  gotten 
more  money  out  of  it.    But,  on  the  other  band,  if  there  had  bMO 
an  unfavorable  turn  in  the  market  we  might  have  gotten  left. 
Mr.  Garrett,  You  settled  a  great  many  claimst 
Col,  GpEFz.  Yes,  sir;  a  great  many  of  them. 
Mr.  Garrett.  Do  you  happen  to  nave  in  mind,  in  a  general  way, 
the  general  amount  of  salvage  reductions  which  you  have  secured 
in  the  settlement  of  the  various  contracts  you  have  dealt  with! 

Col.  GoBTZ.  I  was  hoping,  sir,  that  you  would  not  ask  me  that 
question. 

Mr,  Garebtt.  Well,  why  were  you  hoping  that?  Are  you  unable 
to  give  specific  information,  or  is  there  some  information  other- 
wise? 

Col.  GoETz.  Our  board  has  been  passing  on  these  claims  for  a 
period  of  a  little  over  60  days.  We  have  handled,  on  a  salvage 
basis,  150  to  200  claims,  and  we  have  deducted  nearly  $1,000,000 
from  the  claims  that  were  sent  up  by  the  zone— to  be  exact,  to  date 
it  is  $930,000. 

Mr.  Garrett.  That  is,  your  board  has  reduced  the  zone  board's 
findings  by  that  amount? 
Col,  GoETz.  Yes,  sir. 

Mr.  Garrett.  Did  you  have  anything  to  do  with  the  settlement 
of  the  American  Can  Co.  claim? 
Col.  GoBTZ.  I  did  not. 

Hr.  Gabbett.  Or  the  National  Enameling  &  Stamping  Co. 
claim  ? 
Col.  Goetz.  Yes,  sir. 

(Tliereupon,  at  1.30  o'clock  p.  m.,  the  conmiittee  recessed  until  2.30 
o'clock  p.  m.) 

ACTER  RECESS. 

(Pursuant  to  adjournment,  the  committee  convened  at  2.40  o'clock 
p,  m.) 

TESTIHOHT  OF  UETTT.  COL.  QEOBOE  H.  OOETZ— Continaed. 

Mr.  Garbett.  Mr.  Chairman,  when  we  recessed  I  was  about  to 
ask  Lieut.  Col.  Goetz  with  reference  to  the  National  Enameling  Co. 
claims.     No  questions  were  asked  by  you  concerning  that, 

Mr.  Graham.  You  may  proceed. 

Mr.  Garreit.  Colonel,  I  oelieve  you  stated  you  had  something  to 
do  with  the  settlement  of  these  claims? 
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Lieut/Col.  Qomz.  Yes,  sir;  1  certified  to  it.  I  and  a  metal  ex- 
pert negotiated  that  claim. 

,  Mr.  Garrett.  How  many  claims  have  theyt  Mr.  Bennett  haa 
testified  before  the  committee  that  they  had  four  -claims  before  the 
board,  but  had  filed  others.  The  first  one  that  he  mentioned  waa 
for  8  and  10  gallon  round  boilers. 

Lieut.  Col.  GoBTZ.  I  seem  to  have  five  claims  here. 

Mr.  Garhett.  Ihe  first  one  that  Mr.  Bennett  testified  about  was 
for  8  and  10  gallon  round  boilers. 

Lieut.  Col.  GoETz.  What  was  the  number  of  iti 

Mr.  Gahkett.  It  does  not  seem  to  be  given.  The  claim  is  set  out 
here. 

Lieut.  Col.  GoETz.  What  was  the  amount  of  the  claim,  what  was 
the  gross  amount? 

Mr.  Garrett.  $12,114.67.    The  contract  was  $29,991. 

Lieut.  Col.  GoETz.  The  contract  was  whatt 

Mr.  Garrett.  $29,991. 

Mr.  Graham.  On  what  page  is  thatt 

Mr.  Garrett,  Beginning  on  page  903.  The  page  itself  is  in  our 
record  as  page  904. 

Lieut.  Col.  GoETz.  We  have  not  had  that  claim.  That  was  evi- 
dently negotiated  prior  to  the  organization  of  our  board. 

Mr.  Garrett,  You  have,  then,  no  information  concerning  that 
claim  which  you  can  give  to  the  committee? 

Lieut.  Col.  Goetz.  No,  sir, 

Mr.  Garrett,  The  first  one  seems  to  be,  according  to  Mr,  Bennett's 
testimony,  an  enameling  contract,  being  a  general  supply  order, 
dated  October  19, 1918,  for  6,000  square  boilers,  at  $1.84  each. 

Lieut.  Col.  GtOETz.  What  was  the  amount  of  that;  what  was  the 
amount  of  his  claim? 

Mr.  Garrett,  The  claim  filed  by  the  National  Enameling  &  Stamp- 
ing Co.  was  $^152.40. 

Lieut.  Col.  Goetz.  Nothing  doing  on  that  one. 

Mr.  Garrett.  The  next  one  is  claim  contract  1107-C, 

Lieut.  Col.  Goetz.  1107-C? 

Mr,  Garrett.  Dated  November  4,  1918,  for  13,984  5,  8,  and  10 
gallon  boilers. 

Lieut.  Col.  Goetz.  We  have  not  that  one. 

Mr,  Garrett.  The  amount  of  the  claim  is  $19,938.24, 

Lieut.  Col.  Goetz.  Nothing  doing  on  that  one. 

Mr.  Garrett.  The  next  one  that  was  brought  to  the  attention  of 
the  committee  by  Mr.  Bennett  was  for  20,000  kettles  for  roller 
kitchens,  dated  December  17, 1918.    The  number  does  not  appear. 

Lieut.  Col.  Goetz.  What  was  the  amount  of  his  claim? 

Mr.  Gabbett.  $10,960,61. 

Lieut.  Col.  Goetz.  I  have  one  here  for  $10,136,61. 

Mr.  Garrett,  This  is  $10,960.61. 

Lieut.  Col.  Goetz,  Have  you  got  the  number  of  it? 

Mr.  Garrett.  No,  sir;  the  number  does  not  appear  in  our  record, 
so  far  as  I  can  see, 

Mr.  Graham.  Notice  the  second  answer  on  page  908 ;  "  Making  a 
total 
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Mr.  Gabbxtt  (interposing).  Leaving  a  total  claim  on  account  of 
tools  on  this  particular  contract  of  $1,640,  making  the  total  claim 
$10436.61. 

Lieut.  Col.  GoBiz.  We  have  that  one. 

Mr.  Garbbtt.  You  have  that  one.  Please  tell  the  committee  about 
that  claim — what  you  know  of  it,  sir. 

Lieut  Col.  GoETz.  That  claim  came  to  us  in  the  usual  manner  and 
we  asked  a  representative  of  the  company  to  come  in.  At  the  same 
time  we  also  asked  the  Chicago  House  Wrecking  Co.  to  bid  on  these 
sheets,  and  by  obtaining  that  Bid  we  were  able  to  increase  the  salvage 
allowance  on  the  steel  sheets  by  $1,189.51. 

Mr.  GABKerr.  What  was  the  total  salvage  allowance! 

Lieut.  Col.  Goi:ra.  I  only  treat  the  balance  here— $10,136.61.  That 
is  all  the  information  I  have  here. 

Mr.  Gabrett,  That  included  some  claim  for  tools? 

Lieut.  Col.  GoETz.  No;  I  think  not.  I  think  that  there  was  an 
allowance  for  tools  deducted  from  that  previously,  although  I  am  not 
certain. 

Mr.  Garrett.  I  wonder  if  we  have  tluit  record  here. 

Mr.  GsAHAH.  Of  the  claim  itself?  You  will  find  it  on  page  981 — 
the  itemized  statement  of  claims — if  that  is  what  you  want. 

Mr.  Garrett.  Col.  Goetz,  I  will  ask  your  attention  to  this  state- 
ment contained  iu  the  committee's  record  on  page  982,  and  call  your 
attention  to  an  item,  total  cost  of  tools,  on  portion  of  a  total  order 
for  4-26  kettles  $6,000,  less  allowance,  account  of  order  being  71^ 
per  cent  completed  $4,290,  leaving  a  balance  of  $1,710,  which  ap- 
parently was  allowed  them  by  the  Government  on  the  tool  account. 

Lieut.  Col,  GoETz.  Yes,  sir.  Those  tools  consisted  of  dies  for  form- 
ing these  articles  and  after  investigating  it  was  found  that  they 
had  no  value  other  than  for  scrap  and  they  were  salvaged  at  $20  per 
ton.    There  were  8J  tons  of  scrap. 

Mr.  Garrett.  Was  there  any  explanation  or  statement  in  addition 
to  what  appears  in  our  record? 

Mr.  Graham.  The  final  amount  of  $10,136.61  is  the  same. 

Lieut  Col.  GoETz.  What? 

Mr.  Graham.  The  final  amount  is  the  same. 

Lieut  Col.  GoBiz.  Well,  he  really  got;  he  got  $8,947.07;  that  was 
the  final  award. 

^(r.  Garbett.  If  I  understand  you,  Col.  Goetz,  the  claim  was  re- 
reduced? 

Lieut.  Col.  GoETZ.  Was  reduced  by  $1,189.54;  allowed  for  steel 
sheets. 

Mr.  Garrett.  That  was  the  increase  in  the  salvage  value  ? 

Lieut.  Col.  GoETZ.  Yes,  sir. 

Mr.  Gabrett.  And  of  those  claims  that  are  mentioned  in  our 
record  as  detailed  to  you  by  me,  that  is  the  only  one  concerning 
which  you  have  any  papers? 

Lieut.  Col.  Goetz,  If  we  had  the  numbers  we  could  check  them  up. 

Mr.  Graham.  They  were  not  numbered,  Mr.  Garrett,  because  they 
were  simply  purchase  orders. 

Mr.  Garrett.  All  informal  contracts. 

Lieut  Col.  GoETz.  They  would  have  a  PC  number. 
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Mr.  Graham.  Yes;  they  have  numbers  on  them.    Here  are  the 
numbera.    This  one  is  PC  708. 
Lieut.  Col.  GoETz.  Let  rae  see  if  I  have  that  PC  708.    I  have  that 

Mr.  Garbett.  Let  us  see  if  that  is  one  that  has  gone  into  our 
records.     Yes;  1  find  it  has. 

Mr.  Graham.  That  is  the  one  he  has  been  talking  about. 

Lieut.  Col.  Gorcz.  $3,402.40. 

Mr.  Graham.  724,  712. 

Lieut.  Col.  GoETz.  724  and  712. 

Mr.  Graham.  And  797. 

Lieut.  Col.  GoBiz.  Those  two;  797  and  908;  yes,  sir;  yes,  sir. 

Mr.  Garrett.  Take  708. 

Lieut.  Col.  GoETZ.  YeSj  sir 

Mr.  Gahrbtt.  That  claim  was  for  how  much? 

Lieut.  Col.  GoETz.    $3,403.04. 

Mr.  Garrett.  For  what? 

Lieut.  Col.  GoETz.  I  do  not  know  what:  something  made  out  of  tin. 
We  got  out  of  that  $330.18  additional  allowance  on  tin. 

Mr.  Gahrettt.  Have  you  any  personal  connection  with  adjust- 
ment? 

Lieut.  Col.  GoBTz.  Yes,  sir;  I  talked  to  the  gentleDian,  happened 
to  ne^tiate  the  readjustment  of  it. 

Mr.  Garrett.  Tell  us  what  you  remember  about  it. 

Lieut.  Col.  GoETz,  We  treated  these  claims  really  altogether.  That 
is  we  settled  them  altogether  and  we  followed  the  same  procedure 
in  this  as  we  did  in  the  other.    We  asked  for  outside  bids. 

Mr.  Graham.  You  will  notice  the  total  of  the  first  claim  as 
$9,958.26,  the  second  claim  $17,020.27,  the  third  one  $3,402.40,  and 
the  last  one  $10,186.61.    There  were  four  claims. 

Mr.  Jetfehis;  What  page  is  that! 

Mr.  Graham.  Pages  981  and  982.  The  raw  material  values  are 
^ven  on  those  two  pages,  and  the  amounts  of  the  four  claims.  That 
IS  how  it  confuses  us,  I  expect.  The  awards,  however,  are  not  given 
at  that  place. 

Mr.  Garrett,  Mr.  Bennett  undertook  to  give  those  awards  and  I 
am  just  trying  to  find  his  testimony.  Here  is  a  claim,  the  first  one 
mentioned  by  Mr.  Bennett,  for  $12,114.67  on  which  there  was  allowed 
$9,958.26.    lean  not  identify  that. 

Lieut.  Col.  Goetz.  How  much  was  the  amount  of  the  claim? 

Mr.  Garrett.  $12,114.67.  That  was  for  square  boilers,  6,000  square 
boilers.  What  I  am  trying  to  get  at  regarding  it  is  whether  or  not 
we  have  the  awards  correctly  given.  If  I  understand  you,  Colonel, 
all  of  these  claims  were — really  the  settlement  of  all  of  them  was 
negotiated  together? 

Lieut.  Col.  GoETZ.  Yes,  sir. 

Mr.  Garrett.  Were  they  all  settled  at  the  same  time  ? 

Lieut.  Col.  GoETZ,  I  will  tell  you  in  one  minut*. 

Mr.  Garrett.  And  the  awards  made  on  them  at  the  same  time? 

Lieut.  Col.  Goetz.  There  were  three  of  them  settled  on  July  22 
and  one  settled  September  16, 

Mr.  Garrett.  In  all  of  these  the  allowance  was  salvage  on  the 
purchased  material  except  some  minor  matters  of  tools;  is  that  right? 
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Lieut.  Col.  GoETz.  Yes,  sii*.  On  some  of  the  facilities  there  was  a 
reductioD— take  this  claim  P.  C.  4883,  $9,086.11,  on  which  there  ia 
an  allowance  of  48  tons  tin  plate  $1,304.61 ;  facilities  $505.13. 

Mr.  Garrett.  Was  that  special  facilities  that  they  had  purchased 
and  put  int 

Lieut.  Col.  GoBTz.  They  were  reduced  and  the  salvage  value  on 
them  increased. 

Mr.  Garrett.  You  mean  increased  over  the  amount  fixed  by  the 
zone  board ! 

Lieut.  Col.  GoETz.  Over  the  amount  fixed  by  the  zone  board, 

Mr.  Garrett.  And,  of  course,  an  increase  over  the  amount  fixed 
by  the  contractor.  Did  you  have  anything  to  do  with  the  settle- 
ment of  these  American  Can  Co.  contracts? 

Lieut.  Col.  GoBTz.  I  did  not. 

Mr.  Gahkbtt.  Or  the  Briar  Hill  contracts? 

Lieut  Col.  GoETz.  I  attached  a  salvage  certificate  to  that  claim 
for  the  reason  that  the  steel  sheets  were  disposed  of,  authonty  had 
been  given  to  dispose  of  the  steel  sheets. 

Mr.  Garrett.  How? 

Lieut  Cot.  Goctz.  By  the  organization  that  set  up  the  claim. 

Mr.  Garrett.  You  do  not  know  about  that  incident  exactly? 

Lieut  Col.  GoBTz.  Unless  I  have  Briar  Hill  confused  with  some 
other,  I  think  I  am  ric^t.  Authority  was  granted  by  the  organiza- 
tion that  set  up  the  claim  for  the  firm  to  dispose  of  the  sheets,  so 
when  their  claim  came  around  to  us  there  was  nothing  for  us  to  act 
upon. 

Mr.  Gabrbit.  You  mean  they  were  to  di^ose  of  the  sheets  for  the 
Government? 

Lieut.  Col.  GoETz.  Xo;  they  were  given  authority  to  dispose  of  the 
sheets  at  tiie  price  at  which  they  were  held. 

Mr.  Garrett,  At  the  price  at  which  £he  Government  took  them 
over,  do  you  mean ;  or,  rather,  not  took  them  over,  but 

Lieut.  Col.  Go£Tz  (interposing).  At  the  allowance  made  by  the 
organization  that  set  up  the  claim  and  agreed  to  the  claim.  I  do  not 
know  whether  that  was  metals  or  what  organization  of  the  Army 
made  that  claim  or  negotiated  it 

Mr.  Jbffbris.  You  mean,  Colonel,  the  negotiating  officer  had  au- 
thorized them  to  sell  this  steel  ? 

LJeut.  Col.  Goetz.  His  organization  authorized  them  to  dispose  of 
these  sheets  on  that  basis. 

Mr.  Graham.  Was  that  before  the  claim  was  filed? 

Mr.  Jeffbris,  I  suppose  it  was  when  they  were  negotiating,  when 
the  negotiating  oflicor  was  making  b  settlement. 

Mr.  Graham.  Was  that  before  the  claim  was  filed  ? 

Lieut.  Col.  GoETTz.  That  was  before  it  came  to  us. 

Mr,  Graham.  So  when  the  thing  was  finally  settled,  the  sheets 
were  already  sold  ? 

Lieut.  Col.  GrOBTz.  Yes,  sir. 

Mr.  Graham.  I  am  interested  in  what  you  say,  Colonel,  about  the 
tanners'  council.  That,  I  imagine,  was  one  of  the  numerous  coopera- 
tive bodies  or  boards  of  the  War  Industries  Board,  was  it ! 

Lieut  Col.  Goetz,  They  worked  with  the  War  Industries  Board,  but 
just  to  what  extent  I  am  unable  to  tell  you. 
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Mr.  Graham,  Were  they  or^nized  by  the  trade  or  were  they  or- 
ganized by  the  board  ? 

Lieut.  Col.  GoBTz.  It  was  organized  by  the  trade,  and  they  had 
their  representatives  on  the  War  Industries  Board,  as  I  understand  it. 

Mr.  Graham.  It  was  universal  practice,  was  it  not! 

Lieut.  Col.  Goetz.  Yes,  sir. 

Mr.  Graham.  To  organize  a  particular  trade  and  then  have  one  or 
more  members  of  that  trade  in  tne  War  Industries  Board  that  carried 
on  the  negotiations? 

Lieut.  Col.  Goetz.  Yes,  sir. 

Mr.  Graham.  So  that  at  all  times  a  representative  of  the  trade 
would  be  present  for  consultation  and  accessible  at  all  times? 

Lieut.  Col.  Goetz.  Well,  there  were  a  number  of  gentlemen  perma- 
nently identified  with  the  leather  industry  that  were  members  of  the 
War  Industries  Board. 

Mr.  Graham.  Do  you  recall  who  they  were? 

Lieut,  Col.  Goetz.  Mr,  Henry  Boyd,  of  the  Armour  Leather  Co. ; 
Mr.  Smoot — there  were  a  number  of  others  in  sheepskin  and  kindred 
lines  whom  I  can  not  just  recall. 

Mr.  Graham.  Did  this  tanners'  coimcil  have  authority  to  make  re- 
strictions and  issue  licenses  on  importations? 

Lieut.  Col.  Goetz.  I  do  not  know.  I  do  not  believe  they  had.  I 
believe  that  was  done  through  the  War  Industries  Board. 

Mr.  Graham.  Could  the  War  Industries  Board  license  importa- 
tions? 

Lieut.  Col.  Goetz.  I  do  not  know  verv  much  alxiut  the  workings 
of  the  War  Industries  Board,  but  that  is  my  impression,  they  did, 
that  they  obtained  their  authority  for  the  exportation  oi-  importa- 
tion of  hides  and  skins  through  tlie  War  Industries  Boai-d. 

Mr.  Gbaham.  But  thei^e  was  some  method  of  licensing  those  ship- 
ments? 

Ijieut.  Col.  Goetz,  Yes,  sir. 

Mr.  Graham.  But  vou  do  not  know  just  what  the  machinery  was? 

Lieut.  Col.  Goetz.  "No;  I  do  not. 

Mr.  Graham,  Was  it  generally  understood,  however,  in  the  leather 
trade  that  nothing  could  come  in  unless  it  was  sent  through  cliannel  t 

Lieut.  Col.  Goetz.  I  think  it  was.  I  think  if  you  would  call  our 
chief  that  he  would  give  you  all  the  information  which  you  desire 
right  offhand. 

Mr,  Ghaham.  Do  you  know  whether,  during  the  war,  there  were 
any  restrictions  placed  by  this  tanners'  council  or  the  War  Industries 
Board  on  the  movement  of  hides  or  raw  material  into  this  country  ? 

Lieut.  Col.  Goetz.  I  do  not  think  there  wa.s.  I  think  they  at- 
tempted to  place  every  facility  at  the  command  of  the  tanners  that 
desired  to  import  hides  because  they  were  urgently  needed. 

Mr.  Graham.  You  think  your  chief  knows  more  about  that  than 
anybody  else? 

Lieut.  Col.  Goetz.  If  you  call  him,  he  can  give  you  accurate  in- 
formation. 

Mr.  Graham.  You  moan  Maj.  Byron. 

Lieut.  Col.  Goetz.  Maj.  J.  C.  Byron. 

Mr.  Graham.  Durine  the  war,  as  I  understand  you,  there  was  a 
price  placed  upon  leather? 

Lieut.  Col.  Goetz.  Yes,  sir. 
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Mr.  Graham.  By  the  War  Industries  Board? 

IJeut.  Col.  GoETz,   It  was  agi"eed  to  by  the  tannei-s  and  approve*! 
by  the  War  Industries  Board,lx)th  leather  and  hides. 

Mr.  Grahau.  The  tanners  first  act«d  on  it,  then  the  War  Indus- 
tries Board  approved  it? 
Lieut.  Col.  GoETz.  I  am  not  certain  about  the  procedure. 
Mr,  Gkauam.  Anyhow  the  price  was  fised? 
Lieut.  Col.  GoBTZ.  Yes,  sir. 

Mr.  Grauam.  Did  that  price  obtain  during  the  war? 
Lieut.  Col.  Gosrrz.  Yes,  sir. 
Mr.  Graham.  What  was  the  price? 

Ijeut.  Col.  GoETZ.  Seventy  cents  for  No.  1  harness  leather.     They 
fixed  the  price  in  this  way:  That  leather  hides  could  not  be  sold 
above  that  price. 
Mr.  Graham.  Above  70  cents  per  pound? 
l^eut.  Col.  GoETz.  Yes,  sir;  for  black  harness  leather  sides. 
Mr.  Graham.  Was  there  any  change  made  in  that  price  during  the 
»trl 
Lieut.  Co\.  GoBTZ.  Not  to  my  knowledge. 

Mr.  Graham.  That  was  simplv,  as  I  understand  it,  a  price  to  the 
mm  who  wanted  to  buy  the  leatner,  the  first  price? 

Lieut  Col.  Goetz.  That  was  supposed  to  be  a  fair  price,  to  the 
Government  or  to  the  cinlian ;  it  applied  to  both. 

Hr.  Graham.  But  did  they  sell  to  the  civilian  trade  at  the  same 
price? 
Lieut  Col.  GoETZ.  Yes,  sir. 

Mr.  Graham.  Of  course,  the  price  70  cents  a  pound  was  the  price 
to  the  first  buyer. 

Lieut.  Col.  GoETZ.  I  believe  it  was  generally  understood  that  that 
ptice  applied  to  all  sales  except  where  it  was  peddled  out  in  small 
qnuitities  in  a  retail  way,  where  a  man  bought  a  side  of  leather  or 
hilf  >  side  of  leather.  As  to  that,  I  do  not  think  there  were  any 
restrictions  even  to  that. 

Mr.  Graham.  Suppose  a  shoe  manufacturer  wanted  leather  with 
v\u<!\i  to  make  shoes  and  he  bought  a  large  amount  of  it;  I  assume 
tint  his  price  would  be  70  cents  per  pound. 
lieut  Col.  GoEiz.  This  particular  kind  of  leather  is  not  used  by 
shoe  muiufacturers. 
Ur.  Graham.  Was  that  price  put  on  only  one  kind  of  leather? 
Ijeut.  Col.  GoETz.  I  believe  there  was  a  price  put  on  many  kinds 
o(  Idther. 
lb. Ghaham.  Was  there  any  put  on  shoe  leather? 
Li«it  Col.  GoETZ.  I  think  there  was  a  price  put  on  some  kinds  of 
iat  leatber. 
Mr.  Graham.  Some  kinds? 

Lieut  Col.  GoEiz.  Yes,  sir;  I  do  not  know  just  to  what  extent. 
Mr.  Graham.  But  harness  leather,  we  will  say,  had  been  sold  to 
the  jobber  or  to  whoever  wanted  to  buy  it,  the  manufacturer.  There 
vm  no  restrictions  after  he  got  it  as  to  what  price  he  could  sell  it 
fcr.wi!  there? 
lient  Col.  GoETz,  As  I  understand  it,  sir,  no  leather  could  be  sold 
iboTC  70  cents  per  pound,  and  even  if  a  retailer  bought  a  side  of 
lettber  at  a  higher  price  it  was  a  violation  of  law. 
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Mr.  Grahau.  How  maav  pounds  of  leather  does  it  take  to  make 
an  ordinary  farm  harness? 

Lieut.  Col.  OoETz.  That  would  depend,  sir,  altogether  upon  the 
type  of  farm  harness. 

Mr.  Graham.  Take  a  heavy  harness,  such  as  you  would  sell  to  the 
fanners. 

Lieut.  Col.  GoETz,  A  double  set  of  harness^ 

Mr.  Graham.  Yes. 

Lieut  Col.  Goftz.  From  30  to  40  pounds;  that  is,  cut  up.  That 
would  amount  to  40  or  55  pounds  as  it  is  furnished  by  the  tanners. 

Mr.  Graham.  We  will  say  it  was  50  pounds  at  70  cents  a  pound. 
That  would  be  $35  for  raw  material. 

Lieut.  Col.  Goprz.  Yes,  sir. 

Mr.  Graham.  Do  you  know  what  farm  harnesses  sold  for  during 
the  war? 

Lieut.  Col.  GoETz.  There  were  not  very  many  farm  harnesses  sold 
during  the  war. 

Mr.  Graham.  They  are  selling  now  as  high  as 

Lieut.  Col.  GoETz.  The  price  would  range  from  $50  to  $75. 

Mr.  Grahau.  It  went  higlier  than  that,  did  it  not,  Colonel  ? 

Lieut.  Col.  GoBiz.  I  have  in  mind  now  sales  made  by  my  own  house 
to  the  civilian  trade. 

Mr.  Graham.  Do  youtaake  harness! 

Lieut.  Col.  GoETz.  Yes,  sir. 

Mr.  Graham.  What  is  the  name  of  your  firm  ? 

Lieut.  Col.  GoETz.  A.  B.  Goetz,  Lansing,  W.  Va. 

Mr.  Graham.  I  believe  you  made  some  2,000  sets  of  harness  dur- 
ing the  war. 

Lieut.  Col.  Goetz.  We  made  2,000  sets  of  cart  harness.  We  also 
made  some  halters. 

Mr.  Graham,  Do  you  know  what  the  price  was  that  was  fixed 
on  shoe  leather  ? 

Lieut.  Col.  GoBTz.  I  do  not. 

Mr.  Graham.  Why  can  not  this  harness  leather  be  used  for  shoes; 
what  is  the  differencet 

Lieut.  Col,  Goetz.  In  the  first  p^pce,  black  harness  leather  is  not 
split.  It  could  be  used  for  sole  leather  at  a  point  where  it  comes 
out  at  the  back,  hut  after  it  is  filled  full  of  grease  and  blackened 
it  is  unfit  for  sole  leather;  it  would  be  too  soft. 

Mr.  Graham.  Do  you  know  anything  about  the  shoe  end  of  the 
purchasing  game  down  there? 

Lieut.  Col.  Goetz.  A  little;  not  very  much. 

Mr.  Graham.  I  am  curious  to  know  about  one  particular  thing. 

Lieut.  Col.  Goetz,  If  you  would  get  Mai.  Byron  he  could  tell 
you  all  about  it.     He  has  it  at  this  finger's  end. 

Mr.  Graham.  Do  you  know  about  the  dyeing  of  shoe  leather  so 
that  you  can  tell  what  effect  certain  treatment  has  on  leather?  Now, 
for  instance,  here  is  an  Army  field  shoe  [handing  Col.  Goetz  an  Army 
shoe] ;  you  will  notice  it  is  sort  of  a  chocolate  color.  I  am  advised 
that  the  Government  is  now  making  that  same  shoe,  or  almost  the 
same  shoe,  in  russet  and  am  told  that  the  leather  that  is  used  in  that 
shoe  can  not  be  used  in  making  the  russet  shoes. 

Lieut.  Col.  Goetz.  Please  understand,  Mr.  Graham,  that  I  am  not 
an  authority  on  shoes  or  shoe  leather,  but  I  can  only  speak  of  the 


OBDNAHCE.  142S 

first  principles  of  leather  as  applied  to  shoes.  To  make  russet  leather 
requires  choice  hides;  there  can  not  he  any  imperfections  such  as 
barb-wire  scratches,  grub  holes,  ticks,  or  scars,  because  it  shows  very 
plainly.  In  a  blade  shoe  that  is  all  covered  up.  In  the  first  place 
the  imperfections  to  a  large  extent  are  buffed  out  and  then  black- 
ened. Now,  in  my  humble  judgment,  if  a  law  was  obtained  that 
compelled  all  manufacturers  to  make  black  shoes  the  problem  of  the 
high  cost  of  sltoe  leather  would  be  solved. 

Mr.  Gbabam.  You  think  the  russet  shoe  is  much  more  expensive  f 

Lieut.  Col.  GoETz.  Yes,  sir. 

Mr.  G-BAHAif.  Is  there  anything  about  the  practice  that  has  been 
used  that  would,  in  your  judgment,  make  that  leather  unfit  for  use 
in  making  russet  shoes  t 

Lieut.  Col.  GoBTz.  There  are  millions  of  pieces  of  leather  in  ex- 
istence that  are  of  that  color.  Perhaps  1  have  the  number  too 
large,  but  certainly  hundreds  of  thousands  of  pieces  of  leather  that 
have  been  prepared  for  making  t^t  shoe  that  I  am  advised  have 
been  taken  over  by  contractors  and  that  they  now  say  they  can  not 
use  it  to  make  russet  shoes  out  of.    That  is  not  russet. 

Mr.  Graham.  I  know  it  is  not  russet,  but  what  hare  you  got  to 
make  it  russett 

Lieut.  Col.  GoBTz.  You  can  not  make  this  russet,  "  the  eggs  is  al- 
ready scrambled,''  and  you  can  not  change  it. 

Mr.  Ghahah.  You  can  not  change  it? 

Lieut.  Col.  GoETz.  No,  sir. 

Mr.  Graham.  You  can  make  another  chocolate  shoe  out  of  it,  a 
shoe  colored  like  that? 

Lieut.  Col.  GoETz.  Yes,  sir. 

Mr.  Grabiam.  Do  you  know  whether  the  Army  authorities  have 
recently  changed  the  color  of  these  shoes  1  This,  as  I  take  it,  is  the 
regulation  Army  shoe  that  was  used  by  the  troops  during  this  war 
and  this  other  shoe  which  I  have  in  my  hand  here  is  a  heavy  bench 
shoe. 

Lieut.  Col.  GoETZ.  I  hear  them  talk  about  the  shoes  down  there, 
but  I  can  not  speak  very  accurately. 

Mr,  Graham.  Do  you  know  whether  they  changed  the  color  of  itf 

Lieut.  Col.  GoETZ.  I  think  they  have  been,  or  Uiey  were  consider- 
ing the  changing  of  the  color  of  shoes. 

Mr.  Graham.  Do  you  know  why  they  changed  it? 

Lieut.  Col.  GoBTz.  I  do  not. 

Mr.  Graham.  I  understand  they  canceled  a  great  many  contracts 
for  shoes  like  the  one  you  have  in  your  hand  [referring  to  the  choco- 
late-colored shoe]  and  have  made  a  lot  of  new  contracts  for  russet 
shoes. 

Lieut  Col.  GoxTZ.  I  do  not  know  as  to  that,  sir. 

Mr.  Graham.  Who  does  know  about  that? 

Lieut.  Col.  Goetz,  Maj.  Byron  can  tell  you  all  about  that.  In 
making  russet  leather  you  can  not  use  hides  that  have  the  least  im- 
perfections in  them,  not  even  salt  stains.  They  would  make  dark 
spots,  but  it  is  all  right  to  make  black  leather.  When  I  was  at 
Jeflfersonville  in  July,  1917,  they  were  selling  these  shoes  for  $2.48 
or  $2.58, 

Mr.  Gbahau,  That  shoe  you  have  in  your  hand  cost  $7.15. 

— --"-'gi^' 
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Lieut.  Co).  Gorrz.  The  regular  walking  shoe  cost  $2.48.  They 
are  selling  the  same  shoe  here  at  the  quartermaster's  store  to-day 
for  $6.  -  . 

Mr.  Graham,  The  purchase  price  of  that  shoe  you  have  there  is 
$7.15  a  pair? 

Lieut.  Col.  GoBTz.  That,  I  should  say,  was  a  very  excellent  shoe, 
although  I  am  not  much  of  a  judge. 

Mr.  Graham.  The  thing  I  am  trying  to  get  at  ultimately  is  this: 
The  price  that  was  fixed  upon  leather  did  not  regulate  the  price  that 
the  ultimate  consumer  was  paying  for  his  product,  did  it? 

Lieut.  Col.  GoETz.  You  mean  in  the  making  of  the  shoe?    No. 

Mr,  Gkaham.  And  harness,  and  that  sort  of  thing. 

Lieut.  Col.  GoETZ.  No,  sir. 

Mr.  Graham.  Why  was  it  then,  Colonel,  if  you  know,  as  a  leather 
man,  why  was  it  during  the  war  this  stuflf  kept  rising  by  jumps  and 
bounds* 

Lieut.  Col.  GoBTz.  The  increase  in  hide  values  is  responsible  for  it; 
t^e  increased  cost  of  tanning  materials,  the  increased  cost  of  labor. 

Mr.  Grahah.  The  fixed  price  was  TO  cents  per  pound,  was  it  not? 

Lieut  Col.  GoETZ.  That  is  plenty  high  enough. 

Mr.  Graham.  What* 

Lieut  Col.  Gonz.  That  is  plenty  high  enough. 

Mr.  Orahau.  But,  in  spite  of  the  fact  that  the  price  was  70  cents 
per  pound  all  the  time  shoee  went  and  jumped  sky-high.  What 
did  it? 

Lieut.  Col.  Gon^.  I  do  not  think  that  shoes  were  out  of  proportion 
with  70-cent  leather,  or  with  the  price  fixed  for  hides.  When  you 
talk  about  shoes,  the  expensive  grades  of  shoes 

Mr.  Graham  (interposing).  Colonel,  I  am  not  asking  whether 
they  are  out  of  proportion  or  not.  You  have  said  that  the  price  was 
fixed  at  70  cents.    I  judge  that  was  early  in  the  war. 

Lieut.  Col.  GovTZ.  No ;  I  do  not  think  it  was. 

Mr.  Graham.  When  was  it? 

Lieut.  Col.  GoBTz.  Some  time  in  the  early  part  of  1918. 

Mr.  Graham.  During  the  summer  and  fall  of  1918,  during  the 
winter,  and  up  to  the  present  time  all  kinds  of  leather  goods  nave 
advanced  abnormally,  have  they  not? 

Lieut.  Col.  Goetz.  Yes,  sir. 

Mr.  Graham.  Somebody  between  the  first  buyer  and  the  public  is 
jumping  his  price  without  any  excuse,  is  he  not? 

Lieut.  Col.  Goetz.  I  would  not  like  to  go  on  record. 

Mr.  Graham.  Of  course,  this  is  not  an  investigation  into  the  high 
cost  of  living;  but  we  admit  that  it  is  a  very  interesting  subject,  and 
I  would  like  to  know  whether  you  knew  anything  about  it 

Lieut.  Col.  Goetz.  During  the  war  there  was  very  little  harness 
manufactured  for  the  civilian  trade,  and  I  do  not  believe  that  during 
the  same  period  shoes  or  other  leather  goods  advanced  out  of  pro- 
portion to  the  price  fixed  for  the  raw  leather  by  the  Government. 

Mr.  Graham.  The  price  fixed  for  the  raw  material  was  not  ad- 
vancing at  all. 

Lieut  Col.  GoBTz.  It  was  fixed  at  70  cents. 

Mr.  Graham.  And  it  stayed  there,  did  it  not? 

Lieut.  Col.  GoBTz.  You  Imow  the  shoe  business  is  seasonable.  The 
shoes  you  are  buying  now  are  made  out  of  leather  that  was  perhaps 
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bought  by  the  manufacturer  six  months  or  a  year  ago;  and,  of 
course,  it  would  beaJI  a  matter  of  value.  It  is  a  seasonable  business, 
and  it  is  done  six*  months  ahead,  often  a  year  ahead.  I  would  like  to 
help  you  out  very  much,  but  I  do  not'fcnow  a  ^eat  deal  about  it, 

Mr.  Graham.  You  mean  you  would  like  to  inform  the  committee 
about  this  matter  1 

Lieut.  Col.  GoBTZ.  Yes.  If  you  are  through  with  that  subject 
there  is  one  other  point  which  I  would  like  to  bring  up. 

Mr.  Graham,  I  have  one  other  matter  I  want  to  touch  upon.  In 
settling  these  various  claims  which  you  have  settled  since  you  have 
been  on  the  claims  board,  have  you  met  with  any  difficulties  in  nd- 


i'usting  these  claims  that  arose  out  of  the  views  of  the  zone  boards? 
n  other  words,  has  there  been  any  conflict  of  judgment  about  tiiia 
that  has  interfered  with  the  work  of  the  bureau  board  of  which 


you  are  a  member!  These  matters  come' up  to  you  from  the  zone 
boards  and  they  are  approved  by  the  zone  supply  officer  and  the 
zone  supply  ilistrict  board,  and  they  come  to  your  board  and  you  start 
in  to  revise  them.  What  seems  to  be  the  ordinary  course  of  those 
ne^tiationsl  Does  the  zone  board  assist  you  in  arriving  at  a  cor- 
rect determination! 

Lieut.  Col.  GoBTZ.  I  wish  you  had  not  asked  me  that  question, 

Mr.  Graham.  Well,  let  it  go  that  way. 

Lieut  Col.  Gorrz.  I  will  answer  it. 

Mr.  Graham,  Let  it  go  that  way,  I  do  not  want  to  put  you  in 
the  hole  or  want  anyboay  else  in  the  hole.  If  you  are  willing  to 
answer  it.  Colonel,  I  would  like  to  have  it  in  the  record,  but  I  do 
not  want  to  embarrass  you.    Now,  it  is  up  to  you  about  that. 

Lieut.  Col.  GoKTz,  We  have  had,  along  that  line,  a  great  deal 
of  tronble  with  the  officer  that  set  up  the  claim  and  the  contrac- 
tor, and  occasionally  the  officer  that  set  up  the  claim  in  the  presence 
of  the  contractor  would  take  the  position  of  acting  as  his  attorney. 
I  can  cite  you  a  specific  case. 

Mr.  Graham.  I  would  be  glad  to  have  you  do  so. 

Lieut,  Col,  GoETZ.  The  Nash  Motor  Car  Co.  had  a  claim  amount- 
ing to  three  or  four  hundred  thousand  dollars  that  came  before  our 
board.  His  claim  was  set  up  by  a.  Capt.  Mo<h«  of  the  motors  and 
vehicles.  We  noticed  that  there  was  a  large  amount  of  parts,  com- 
ponent parts  of  motors  that,  in  my  opinion,  and  also  the  opinion  of 
my  asscKnates,  were  the  last  to  wear  out.  In  other  words,  when  the 
motor  truck  was  on  the  scrap  heap  these  parts  were  intact.  These 
particular  parts  were  put  over  on  the  Government.  The  parts  that 
were  called  for  every  day  and  the  parts  of  the  motor  that  need  re- 
placement were  retained  by  the  contractor. 

A  large  amount  of  steel  on  that  same  contract  was  taken  over 
by  the  Government  that,  in  my  opinion,  it  would  have  been  more 
profitable  from  the  Government  standpoint  to  allow  the  contrac- 
tor to  retain.  Now.  this  officer  came  into  our  office  with  the  con- 
tractor and  took  his  side  of  it;  and,  by  his  statements,  we  lost 
any  advantage  we  had  in  the  settlement  of  that  claim,  or  any  stand- 
ing that  we  had  with  the  contractor  to  renegotiate  that  claim. 

Sow,  this  is  one  of  a  number  of  incidents.  Probably  some  of 
the  others  are  more  pointed.  The  contractor  makes  the  claim  that 
we  are  distressing  him.  Your  committee — I  did  not  know  whether 
you  made  the  statement  or  not,  say  we  are  giving  the  Government's 
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property  away.  That  is  the  information  that  has  gone  abroad  and 
I  do  not  see  how  we  can  reconcile  the  two  statements  This  board 
at  its  organization  refused  to  be  a  i-ubber  stamp.  The  chief,  or  the 
chairman,  of  this  board  is  a  civilian,  and  ex-Army  officer^  Maj. 
J.  C.  Byron,  who,  I  believe  in  1891,  resigned  from  the  Army  and 
started  in  the  leather  business  at  Hagerstown  and  Williamsport, 
and  he  is  now  in  companies  or  was  associated  in  companies  in  various 
parts  of  the  country.  He  made  a  fortune  out  of  the  log.  I  do 
not  know  of  a  more  conscientious  or  upright  gentleman  in  tlie 
whole  organization.  He  gave  his  entire  time  to  the  cause  during 
the  war  period.  He  is  now  at  the  head  of  the  claims  Ixwird.  We 
are  not  here  for  the  salary,  that  is,  Maj.  Byron  and  myself  nor  the 
other  officers  are  not  here  for  the  salaries  that  are  in  it — we  do 
not  need  them.  We  are  here  to  protect  the  tax  payer.  That,  gen- 
tlemen, is  our  only  object  We  have  in  our  organization  two  at- 
torneys, and  in  my  experience — 

Mr.  Graham  {interposing).  Who  are  they? 

Lieut.  Col.  GoETZ,  Mr.  Smuck  and  Maj.  Holder.  They  were,  I  be- 
lieve, connected  with  the  board  previously,  but  not  in  any  position  of 
authority.  I  do  not  believe  I  ever  met  two  attorneys  tiat  were  more 
painstaking  in  their  work  than  they  are.  Every  claim  that  comes 
before  that  board  is  gone  over  in  detail,  from  the  chief  down.  Mr. 
Graham,  it  does  not  matter  what  sort  of  an  organization  you  set  up, 
^ere  will  be  some  mistakes  creep  in ;  you  are  not  going  to  get  out  of 
it,  because  it  is  hard  to  beat  a  man  at  his  own  game. 

Mr.  Graham.  How  many  claims  have  you  heard  there,  Colonel, 
since  you  have  been  working  there  t 

Lieut.  Col.  GrOETZ.  From  150  to  200  have  come  before  our  board; 
that  is,  before  me  as  salvage  member  of  the  board.  There  was,  in  all, 
about  10,000,  5,000  of  which  were  settled  without  any  cost  to  the  Gov- 
ernment. The  remaining  5,000  to  date  has  cost  the  Government  about 
$90,000,000. 

Mr.  Graham.  What  part  of  them  have  been  settled? 

Lieut.  Col.  GoETZ.  Aoout  90  per  cent. 

Mr.  Graham.  How  long  a  time  have  you  taken  in  adjusting  those 
claims? 

Lieut.  Col.  GoETz.  A  little  over  60  days. 

Mr.  Graham.  Then,  there  have  been  about  how  many  go  through 
your  hands  a  day! 

Lieut.  Col.  (tOetz.  We  settled  from  four  to  six. 

Mr.  Graham.  From  four  to  six? 

Lieut.  Col.  GoETz.  That  is,  that  came  up  to  us  for  salvage.  All  the 
claims  do  not  come  up  to  us;  they  are  settled  in  Maj.  Byron's  office; 
they  are  passed  in  Maj.  Byron's  office. 

Mr.  Graham.  You  only  handle  those  on  which  there  is  a  salvage 
value  ? 

Lieut.  Col.  GoEFz.  Yes,  sir. 

Mr.  Graham.  Is  that  the  only  action  that  the  bureau  board  takes 
on  these  claims? 

Lieut.  Col.  GoETZ.  We  treat  overhead  and  special  facilities  and 
salvage,  or  any  other  item  that  we  think  is  wrong, 

Mr.  Graham.  There  are  a  lot  of  them  that  never  get  to  the  board, 
though? 

Lieut.  Col.  GoBTz.  A  lot  of  them ;  yes. 
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Mr.  Grahau.  Who  passes  on  those? 

Lieut.  Col.  GoETz.  Maj.  Byron  and  his  assistants. 
Mr.  Graham.  Personally? 

Lieut,  Col,  GoBTZ.  Yes,  sir. 

Mr.  Graham.  They  only  refer  such  claims  to  you  as  he  thinks 
t^ould  be  investigated  about  salvage  or  something  else? 

Lieut,  Col,  GoETz.  Yes,  sir.  There  is  one  more  thing  that  might 
be  of  interest  to  you :  When  we  were  speaking  about  leather  a  wmle 
tgo,  I  meant  to  mention  the  situation  at  the  Rock  Island  Arsenal. 
At  that  arsenal  there  is,  I  think,  about  $2,000,000  worth  of  leather, 
«nd  since  the  armistice  was  signed  they  have  made  persistent  efforts 
to  cut  up  that  leather  for  Army  eauipment.  They  keep  a  man  in 
Washington  who  is  looking  after  that  part  of  the  business  all  the 
while  to  supply  those  folks  out  there  with  work;  and  it  has  been  a 
hammer-and-tongs  proposition  to  get  this  leather  declared  surplus  so 
that  it  could  be  sold  and  released  tor  commercial  use. 

Mr.  Graham.  And  it  has  been  released,  has  it? 

Lieut,  Col,  GoETz.  Yes,  sir;  it  is  to  be  sold  next  month  at  Chicago, 
or  at  least  a  part  of  it  is. 

Mr,  Gkaham.  Is  that  tiie  only  place  in  the  country  where  there  ig 
my  leather? 

Lieut.  Col.  GoETZ,  They  have  a  lot  of  leather  at  Jeffersonville. 

Mr.  Graham.  Has  that  been  released  ? 

Lieut.  Col.  GoBTZ.  I  believe  so;  yes,  sir. 

Mr.  Garkftt.  Colonel,  bepnning  on  page  863  of  our  record  there 
are  set  out  a  series  of  purchase  orders  issued  to  the  Briar  Hill  Steel 
Co.,  and  it  appears  from  the  testimony  that  they  have  charged  the 
Government  with  9,267  tons  of  ingots  at  $48.17  per  gross  ton  and 
that  they  have  a  salvage  amount  of  $S1.57  per  ton.  They  filed  a 
daim  on  ingots  alone  for  $153,832.20.  Do  you  personally  remember 
anything  alx)ut  that? 

Lieut.  Col,  GoETz.  I  want  to  correct  my  statement  on  Briar  Hill. 
Those  sheets  and  ingots  were  not  disposed  of,  but  Mr.  Buxton  ap- 
proved the  salvage  value  as  being  proper  and  I  signed  the  certificate. 

Mr.  Gabkbtt.  They  charged  the  Government  $+8,17  a  ton  and 
inid  back  to  the  Government  $31.57  a  ton,  making  a  difference  of 
$16.60  per  ton.    That  is  on  the  ingots? 

Lieut,  Col,  GoETz.  Yes,  sir, 

Mr.  Gahbett,  Do  you  personally  know  anything  about  why  that 
amoont  of  salvage  was  allowed? 

Lieut.  Col.  GoBTz,  They  handled  them  just  the  same  as  they 
bandied  any  other  case;  wiey  invited  outside  concerns  to  come  in 
and  bid  for  them,  and  Mr.  Buxton  found  be  could  not  do  any  better 
and  approved  it. 

Mr.  Gabhett.  Do  you  happen  to  know  anything  about  the  market 
price  of  ingots  at  that  time? 

Lieut,  Col.  GoBTZ.  I  do  not;  but  it  would  seem  that  these  pieces 
of  metal  were  of  dimensions,  size  for  rolling  into  a  certain  sized 
sheet,  as  I  understand  it. 

Mr.  Gaerett.  I  was  going  to  ask  you  whether  these  were  standard 
size  ingots,  or  do  you  Enow? 

Lieut.  Col.  GoETz.  I  do  not 
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Mr.  Gaiirett.  You  say  Mr.  Buxton  investigated  that  question  fully 
and  would  be  able  to  give  the  conunittee  first-hand  information  on 
the  question  of  steel  sheets! 

Lieut.  Col.  GoBTZ.  Yes,  sir. 

Mr.  Garrett.  Their  claim  was  for  damages  on  partly  finished 
material  which  in  the  total  was  9,475  sheets,  or  345,220  pounds  of 
steel  sheets  all  rolled  and  ready  to  be  painted,  on  which  they  allowed 
the  Government  $2  per  100  pounds.  In  connection  with  that  I  wish 
to  direct  your  attention  to  an  indorsement  which  has  been  read  into 
our  records  perhaps  more  than  once,  but  once  at  least,  at  page  960; 

Memorandum  referred  to  M&J.  Holder  by  Capt  R.  W.  Not  reconunended. 
Salvage  of  i2  per  hundredweight  on  steel  sheets  U  eotlrelr  out  of  line.  Market 
price' since  April  has  been  $4.35  per  hundred welebt  for  black  sheet  and  S4-65 
for  corrugnted  sheets.  Suggest  a  reduction  from  face  of  award  of  at  least 
^,000. 

Lieut.  Col.  GoBiz.  I  have  seen  that  indorsement  on  that  blank. 

Mr.  Garhett.  What  occurred  subsequently  to  that  in  the  way. 
Colonel,  of  indorsements! 

Lieut.  Col.  GoETz.  Kothlng  t^at  I  know  of.  I  asked  Mr.  Buxton 
particularly  about  that,  and  he  told  me  his  investigators  had  found 
that  the  salvage  value  was  fair,  both  for  the  sheets  and  for  the 
ingots. 

Mr.  Garbett.  In  the  memoranda  which  Maj.  Holder  sent  to  the 
committee,  at  page  1186,  after  reciting  certain  facts  and  conclu- 
sions, he  states  that  there  was  written  the  following: 

Recommend  settlement.    Have  checked  the  salvage  offers  carefully  and  they 

Initialed  "  W.  S.  B." 

Whowas"W.  S.  B."? 

Lieut.  Col.  GrOETZ.  Mr.  Buxton. 

Mr.  Garrett.  Do  you  remember  of  having  seen  that  indorsement 
on  the  record ! 

Lieut.  Col.  GoBTz.  It  is  further  stated : 

This  memorandum  was  pinned  to  the  memorandum  of  Mr.  Wright  and  re- 
turned, together  with  the  other  papers  In  this  claim,  to  the  office  of  the 
claims  board. 

And  it  states : 

1  think  Mr.  Wright's  memorandum  has  been  called  to  the  attention  of  your 
committee.  The  memorandum  which  waa  pinned  thereto  approving  this 
salvage  value  was  not  shown  to  your  committee.  It  was.  however,  attached  to 
Mr.  Wrighfs  memorandum  when  the  file  waa  given  to  your  representative  for 
examination. 

Mr.  Buxton  also  read  carefully  the  brief  of  settlement  in  this 
case: 

Salvage  value  O.  K.    Wiltiara  S.  Buxton.    August  11, 1918. 

Your  attention  was  called  to  those  different  indorsers  that  I 
have  read,  the  latter  one! 

Lieut.  Col.  GoETz.  Yea,  sir. 

Mr.  Garrett.  Did  you  talk  to  Mr.  Buxton  about  this  matter 
at  any  great  length! 

Lieut.  Col.  GoETZ.  We  consulted  regarding  that  claim  the  same 
as  on  all  other  claims  when  they  come  up  to  us;  we  go  over  them 
jointly. 
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Mr.  (Jarbett.  One  witness  has  testified  before  this  committee,  Mr. 
f*omers  is  the  man  I  have  in  mind,  in  substance  that  there  was  a 
demand  for  these  ingots  by  the  trade.  I  do  not  mean  these  partic- 
ular ingots,  but  for  st«el  ingots,  and  that  the  price  of  ingots  ad- 
yanoed  following  very  shortly,  as  I  remember  it,  the  signing  of  the 
armistice,  with  the  removal  of  the  price  fixed  and  the  leaTing  of 
the  market  free — there  was  an  advancement  in  price.  Do  you  konw 
inything  about  it  ? 

Lieut  Col.  Gocrz.  I  do  not. 

Mr.  Jeffoiis.  Colonel,  in  regard  to  the  St«in-Bum  claim, 
as  I  understand  your  answers  to  Mr.  Garrett,  when  Mr.  Bergen- 
Etein  told  yoii  there  was  $25,000  covered  up  in  that  claim  he  did 
not  know  who  the  claimant  was,  at  least  that  was  your  recollection; 
that  .subsequently  when  Mr.  Stein  came  down  here  and  went  before 
Mr.  Bergenstein  with  you,  Mr.  Bergenatein  at  that  time  thought 
there  was  about  $2,800  covered  up  in  Uiere.  Do  you  account  for  mis 
change  of  views  in  that  regard  ? 

Lieut.  Col.  (ioETz,  1  do  not  know  as  I  can  account  for  it.  I  could 
not  read  his  mind.  Just  then  and  there  I  made  up  my  mind  with- 
out regard  to  advice  from  anyone  else  that  I  would  get  ail  out  of 
that  claim  I  could  get. 

Mr,  Jefferis,  Were  the  two  conversations  he  had  with  you  about 
the  matter  close  together^ 

Lieut.  Col,  GoETz.  Alone  about  the  1st  of  July,  probably  earlier 
than  that,  we  called  on  Mr.  Bergenstein  in  regard  to  this  claim. 

Mr.  Jeffebis.  How  long  was  it  after  vou  gentlemen  presented  the 
claim  to  him  the  first  time  that  you  tooit  it  up  the  second  time  with 
Mr,  Stein  present? 

Lieut.  Col.  GoBTZ.  On  or  about  July  20. 

Mr,  Jefferis.  I  take  it  that  you  could  not  comprehend  what  dif- 
ference it  would  make  as  to  who  the  claimant  was? 

Lieut.  Col.  GoETz,  I  do  not  want  to  do  Mr,  Bergenstein  any  in- 
justice, but  that  was  just  my  impression,  that  he  was  asked  to  look 
over  this  list  of  materials. 

Mr.  Jefferis,  The  first  time? 

Lieut.  Col.  GoETz,  Yea 

Mr.  Jefferis.  At  that  time  you  feel  sure  that  he  did  not  know 
who  the  claimant  wasf 

Lieut.  Col.  GoETZ,  I  am  certain.  That  is  my  impression ;  I  do  not 
think  he  did. 

Mr.  Jefferis.  But  the  second  time  it  was  presented  to  him  he 
did  know  who  the  claimant  was? 

Lieut  Col.  GoffTz,  Mr.  St«in  was  present, 

Mr,  Jefferis.  Did  you,  at  the  second  conversation,  when  they 
mentioned  the  $2,800,  remind  him  of  his  prior  statement? 

Lieut,  Col.  GoETz.  I  did  not. 

Mr,  Jefferis.  Did  you  in  any  way  state  to  him  that  it  was  the 
same  bunch  of  metal  that  you  had  submitted  to  him  a  few  days  be- 
fote.  a  couple  of  weeks  before? 

Lieut.  Col.  Goetz.  I  did  not.  He  called  in  his  assistant,  a  young 
man.  T  have  forgotten  his  name,  and  they  figured  it  over  item  by 
Hem. 

Mr.  Jeffebis,  The  first  time  ? 

Lieut.  Col  GoBTz.  The  second  time. 
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Mr.  Jefferis.  What  about  the  first  time,  what  did  you  do? 

Lieut.  Col.  GoETz,  He  looked  over  the  list  of  material  and  told 
me  there  was  ^5,000  in  that  claim. 

Mr.  Jefferib.  You  say  Mr.  Bergenstein  is  engaged  in  the  metal 
Ijusiness  in  Chicago) 

Lieut.  Col.  GoETz.  Yes,  sir. 

Mr.  Jefferis.  Coming  back  to  the  saddles,  Colonel,  how  mai^ 
saddles  do  you  think  comd  be  made  out  of  a  steer's  hide? 

Lieut.  Col.  GoETz.  It  would  depend,  sir,  upon  the  type  of  saddle; 
to  what  sort  of  a  saddle  do  you  refer! 

Mr.  Jeffebjs.  To  one  of  these  McClellan  saddles. 

Lieut.  Col.  GoETz.  It  would  be  impossible  to  make  a  complete 
saddle  out  of  one  steer  hide  for  this  reason:  That  a  part  of  the 
leather  that  is  used  in  the  saddle  is  split  and  another  part  unsplit,  but 
on  a  foota^  basis,  without  any  allowance  for  waste  you  coulS  get 
about  three  saddles  out  of  a  hide.  Now,  understand,  that  the  hide 
of  leather  that  would  be  of  a  thickness  to  cover  the  tree  would  not 
be  heavy  enough  for  the  stirrup  leathers,  for  the  cantle  of  pummel 
straps,  or  for  the  connecting  tie  straps.  There  is  about  15  feet  of 
leather,  15  to  16  feet  of  leather,  in  one  of  those  saddles. 

Mr.  Jeffehib,  \Vhen  you  say  foot,  you  mean  square  foot? 

Lieut.  Col.  GoBTZ.  Yes;  square  feet. 

Mir.  Jefferib.  Square  feet.     About  how  many  pounds? 

Lieut.  Col.  GoETZ.  I  could  not  tell  you. 

TESTUffONT  OF  D.  J.  BENITETT— Beoalled. 

Mr.  Graham,  In  a  statement  that  was  sent  down  here  by  the 
claims  board  on  the  claim  of  the  Briar  Hill  Steel  Co.,  the  statement 
is  is  made  in  their  brief,  and  it  has  again  been  brought  out  by  Mr. 
Garrett  just  now  when  he  read  it  into  the  record  that  when  a  certain 
memorandum  was  handed  to  you  by  the  claims  board  in  reply  to  your 
request  for  information  about  this  claim,  being  the  memorandum  in 
which  one  Lieut.  Wright  stated  that  this  salvage  value  of  $2  was 
insufficient,  that  there  was  a  memorandum  pinned  to  it  by  W,  S. 
Buxton  saying  the  salvage  value  was  O.  K.  What  have  you  got  to 
say  about  that?     Was  that  true! 

Mr.  Bennett.  When  I  received  the  folder  to  look  it  over  at  that 
office  they  were  not  pinned  togetlier  and  I  never  saw  the  one  by  Bfr. 
Buxton.  After  I  had  looked  it  over  a  second  time  in  the  back  I 
found  a  memorandum  on  a  yellow  slip  of  paper  similar  to  that  [in- 
dicating] to  Maj.  Holder 

Mr.  Graham  {interposing).  You  refer  to  a  piece  of  paper  about 
3  by  8  inches? 

Mr.  Benneit.  I  preslmie  it  is  the  same  as  is  used  in  all  the  dif- 
ferent departments,  just  simply  a  memorandum  referred  to  Maj. 
Holder  on  a  slip  of  paper,  I  tmnk,  of  the  same  size  as  that  As  I 
say,  I  happened  to  read  it  over  and  found  Mr.  Wright  had  initialed 
it  and  the  other;  that  the  value  was  not  right,  stating  the  price  of 
the  sheets,  but  they  were  not  pinned  together.  What  was  done  with 
them  after  I  got  through  loosing  at  them  I  do  not  know,  but  they 
were  not  pinned  together  after  I  had  them  nor  when  I  turned  them 
back  to  the  clerk  who  takes  care  of  them. 
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Mr.  GsAHAH.  Then,  when  you  testified  originally  in  this  case  did 
you  know  that  that  memorandum  was  there? 

Mr.  Benmett.  I  did  not.    You  mean  the  Buxton  memorandum} 

Mr,  Qrahah.  The  Buxton  memorandum. 

Mr.  Bennett.  No,  sir;  I  did  not. 

Mr.  Graham.  If  it  was,  you  did  not  know  it  was  in  the  papers  t 

Mr.  Bennett.  I  never  saw  it  at  all  until  one  of  the  Army  officers 
had  it  in  here  several  days  afterwards.  He  came  up  here  to  get 
some  information  regarding  that  and  showed  me  the  memorandum. 
That  is  the  first  I  ever  remember  seeing  it. 

Mr.  Graham.  Do  you  remember  what  officer  that  wasi 

Mr.  Bennett.  The  man  who  was  in  the  office  sits  there  at  the 
door  in  Maj.  Holder's  office. 

Mr.  Graham.  Do  you  know  what  his  mime  is? 

Mr.  Bennett.  I  do  not. 

Maj.  Hou>ER.  I  can  tell  you  if  you  want  to  know. 

Mr.  Gbahah.  What  is  his  name? 

Maj.  Hou>ER.  J.  W.  Blunt,  major,  Quartermaster  Corps. 

Mr.  Graham.  The  intimation  has  been  apparently  made,  Mr.  Ben- 
nett, that  you  were  trying  to  conceal  something  from  the  committee 
and  I  simply  want  the  facts  about  it. 

Mr.  Bennett.  I  do  not  think  I  have  tried  to  conceal  anything 
from  the  committee.  I  think  I  have  worked  pretty  hard  to  reveal 
things  to  them  instead  of  concealing  them. 

Mr.  Garreit.  If  I  understood  Mr,  Bennett  correctly  he  visited 
the  department  the  day  before  he  gave  his  testimony  before  the  com- 
mittee touching  this  matter? 

Mr.  Bennett.  Yes,  sir. 

Mr.  GAaB£TT.  And  then  you  subsequently  visited  the  department? 

Mr.  Bennett.  Yes,  sir;  I  visited  it  every  day. 

Mr.  Garrett.  And  it  was  upon  your  subsequent  visit  that  yoa 
first  found  this  memorandum  to  which  reference  has  been  madef 

Mr.  Bennett.  The  W.  W.  R.  memorandum  ? 

Mr.  Gaebxtt,  No;  I  am  referring  now  to  the  Buxton  memo- 
randum. 

Mr.  Bennett.  I  never  saw  it  at  all. 

Mr.  Gaerett.  When  did  you  first  see  that? 

Mr.  Bennett.  When  Maj.  Blunt  showed  it  to  me  here  at  the  table 
one  day  when  he  was  up  talking  with  Mr.  Graham. 

Mr.  Garrett.  You  never  did  see  that  until  then? 

Mr.  Bennett.  That  is  the  first  I  knew  of  that  memorandum. 

Mr.  Garrett.  Was  it  the  original  file  which  you  brought  to  the 
committee,  Mr.  Bennett,  or  was  it  a  copy  that  you  had  made  there? 

Mr.  Bennett.  I  had  a  copy  of  it,  out  I  had  the  original  file  to 
look  at;  however,  I  had  those  copies  of  those  purchase  orders,  but 
I  had  the  original  file  in  Maj.  Holder's  office  to  look  at  and  supposed 
I  had  all  the  papers  connected  with  it,  and  probably  did  have. 

TESmCOKT  OF  CAfT.  H.  W.  BERKE. 

(Capt.  Benke  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Tour  name  is  what? 

Capt.  Benke.  H.  W.  Benke,  captain.  Quartermaster  Corps. 

Mr.  Gbarav.  Are  you  a  member  of  the  Claims  Board ! 
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Capt.  Benke.  I  am  assistant  to  Col.  Goetz,  not  a  member  of  the 
boara.  I  am  on  the  board,  but  I  am  an  assistant  to  Col.  Goetz  on  the 
salvage  end  of  it. 

Mr.  Graham.  I  assume  you  have  heard  this  question  I  have  asked 
the  other  members  about  the  waiver  of  immunity  i 

Capt.  Benke.  Yes,  sir ;  I  have. 

Mr.  Grahau.  How  long  have  you  been  on  the  board,  Captain? 

Capt,  Benke.  Since  July  1,  sometime  about  the  first  part  of  July 
was  when  I  started  in  there. 

Mr.  Graham.  Did  you  have  any  knowledge  of  the  settlement  of  any 
of  these  claims  that  have  been  touched  on  by  the  committee? 

Capt.  Benke.  Yes,  sir ;  I  happened  to  make  that  trip  to  Chicago  on 
the  Stein-Bum  claim. 

Mr.  Graham.  You  may  relate  anv  facts  that  you  care  to  relative 
to  it. 

Capt.  Benke.  The  claim  was  handed  to  me  by  Col.  Goetz  with  the 
instruction  that  there  was  $25,000  to  be  gotten  out  of  it,  and  that  I 
should  take  it  along  to  Chicago  and  investigate  the  matter  and  try  to 
dispose  of  the  material  at  a  nigher  salvage  value.  When  I  arrived 
in  Chicago  I  reported  to  the  zone  supply  officer  and  got  in  touch  with 
the  members  of  their  board  who  adjusted  the  claim.  I  went  over  their 
record  and,  after  questioning  them,  I  found  out  that  they  had  put 
forth  every  effort  in  their  power  to  get  more  for  the  material  than 
what  this  contractor  had  paid. 

Mr.  Graham.  That  is,  that  was  your  judgment? 

Capt.  Benke.  That  is  the  way  they  put  it  to  me.  This  is  the  re- 
port of  the  board  to  me, 

Mr.  Graham.  Yes. 

Capt.  Benke.  I  insisted  that  a  member  of  the  board,  who  was  Mr. 
Roberts,  who  is  here  now,  go  with  me  to  the  manufacturers'  plants, 
or  to  his  office;  and  after  gomg  into  the  matter  with  him  at  the  office, 
he  was  somewhat  excited  at  the  time  as  he  felt  that  the  settlement 
had  been  made  by  the  Chicago  zone,  and  that  he  should  be  entitled 
to  the  money  as  the  claim  was  set  up.  I  informed  him  that  the  board 
in  Washington  felt  that  there  was  a  considerable  amount  of  additional 
money  in  their  claim  that  we  should  try  to  get. 

Mr.  Garrett.  Who  was  that  that  was  excited? 

Capt,  Benke.  The  Stein-Bum  man- 
Mr,  Garrett.  I  did  not  know  whether  you  were  referring  to  Stein 
or  the  zone  officer. 

Capt.  Benke.  No  ;  I  told  him  that  the  board  in  Washington 

Mr.  Graham  (interposing).  Told  who? 

Capt.  Benke.  I  told  Mr.  Stein  that  the  board  in  Washington  felt 
that  there  was  a  considerable  amount  additional  to  be  gotten  out  of 
that  claim.  He  immediately  threw  up  his  hands  and  said  he  did  all 
that  he  could ;  and  my  aim  was  for  $25,000.  I  told  him  that  if  he 
could  make  any  kind  of  a  proposition  at  all  that  I  could  submit  to  the 
board  I  would  be  willing  to  consider  it,  but  that  it  would  have  to  be  a 
considerable  amount.  He  absolutely  decided  that  he  would  not  do 
anything  further  on  it. 

So,  I  asked  him  for  correspondence  showing  where  he  had  tried 
to  dispose  of  this  material  and  he  showed  me  at  least  five  or  six  letters 
from  the  different  jobbers  and  dealers  in  steel,  but  there  was  not  any 
there  that  contained  an  offer,  or  made  any  figure  for  it,  or  any 
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promise  on  it.  I  instructed  him  again  to  put  forth  another  effort 
and  obtain  prices  on  it.  as  the  conditions  might  have  changed  since 
that  time ;  tiiat  I  would  go  to  St.  Louis  and  on  my  return  would  see 
him  a^in.  He  promised,  and  detailed  a  man  to  try  to  dispose  of  it. 
When  I  returned  he  could  not  get  any  better  satisfaction  than  he  had 
before,  so  I  got  in  touch  with  the  Sculley  Steel  Co.  there.  They  were 
not  interested  on  account  of  the  sizes.  I  got  in  touch  with  Kyerson, 
one  of  the  largest  jobbers  in  Chicago  on  that  particular  kind  of  steel. 
They  were  not  interested.  I  got  in  tounch  with  the  Steel  Sales  Cor- 
poration, who  were  jobbers,  and  they  were  the  only  people  from 
whom  I  could  get  any  quotations.  Their  offer  was  on  a  tew  sizes. 
There  were  about  two  or  three  sizes  on  which  they  offered  about 
S30  a  ton.  On  the  smaller  sizes  they  offered  $20  a  ton,  and  would 
not  give  me  any  offer  on  the  tin  plate  at  all.  I  asked  him  to  get  a 
man  and  put  him  on  the  tin-plate  proposition  for  me,  because  they 
were  more  familiar  with  that  than  I  was. 

Mr.  Graham.  Asked  who? 

Capt.  Benke.  Asked  the  Steel  Sales  people.  They  detailed  a 
man.  but  he  could  not  get  anyone  that  would  be  interested  in  tin 
plate. 

Mr.  Graham.  How  do  vou  know  that? 

(.'apt.  Benke.  That  is  from  the  report  he  made  to  me  and  the 
Steel  Sales  people — that  is  what  they  reported. 

Mr,  Graham.  That  is  what  this  man  told  you? 

Cnpt,  Bekke.  Yes,  sir.  When  I  returned  rrom  St  Louis  I  called 
on  Mr.  Stein  again  and  visited  the  different  factories  where  this 
material  was  stored.  I  found  that  it  was  in  various  sizes,  in  various 
conditions,  some  in  process,  and  some  of  the  material  piled  up  just 
as  it  came  in  from  the  mills. 

(At  this  point  a  recess  was  taken  in  order  that  the  members  of 
the  committee  might  vote  on  the  Panama  Canal  tools  question.) 

Lieut.  Col.  GoETz.  Mr,  Graham,  I  would  like  to  ask  p^imission  to 
make  a  short  statement  to  correct  my  testimony. 

Mr.  Graham,  We  will  withdraw  Capt.  Benxe  for  the  moment. 

TESmiONT  OP  LIEITT.  COL.  H.  OOETZ— Becalled. 

ifr.  Graham.  You  may  proceed.  Col.  Goetz. 

Lieut.  Col,  GoETz.  In  one  point  of  my  testimony  regarding  Mr. 
Bergenstein  I  said  that  Mr.  Bergenstein  was  with  me.  I  find  that  I 
wa.*  in  error. 

Mr.  Graham.  All  right. 

TESTDIONY  OF  CAPT.  H.  W.  BENKE— Becalled. 

Mr.  Graham.  You  may  proceed  with  your  statement,  Captain. 

Capt.  Benke.  As  I  was  saying,  the  tin  plate  was  still  in  crates  the 
same  as  it  was  received  from  the  mills.  After  that  we  returned  to  Mr. 
Stein's  office  and  I  asked  him  to  raise  the  salvage  value  on  the  raw 
material.  He  absolutely  refused  to  do  it  and  made  the  statement 
that  he  would  rather  have  the  Government  take  it  over  and  pay  him 
the  invoice  price  for  it.  There  was  nothing  further  for  me  to  do 
and  so  I  returned  to  Washington  and  reported  to  Col.  Goetz,  I  also 
arranged  an  appointuient  for  Mr,  Stein  the  day  following  my  return 
and  we  went  over  the  various  claims  again  in  which  this  material  was 
involved.  Col,  Goetz,  Mr,  Stein,  and  myself,  and  I  believe  Maj,  J.  C, 
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BjTon  was  with  us  when  it  was  sugf^ested  to  see  Mr.  Bergenstein. 
When  we  called  at  his  office  he  called  in  a  Mr.  Warren,  who  was  his 
assistant,  and  seemed  to  be  an  expert  on  metals.  They  went  over  this 
claim  in  detail,  taking  it  up  item  hy  item,  figuring  the  cost,  and,  after 
^oing  over  each  item,  they  finally  decided  that  they  thought  an  addi- 
tional amount  of  about  $2,500  to  $2,800  would  be  fair  in  the  settle- 
ment of  that  claim.  I  then  went  back  to  Col.  Goetz's  office.  We  had 
u  meeting  and  it  was  decided  then  that  we  would  try  to  get  a  little 
more  salvage  on  the  material  in  which  we  were  successful  to  amount 
of  about  $7,000  altogether.  That  is  all  I  had  to  do  with  this  par- 
ticular claim. 

Mr,  Jefferis.  What  was  the  attitude  of  Stein-Bum — belligerent  ? 
How  was  it  toward  the  claims  board  and  the  men  that  were  trying 
to  settle  this  thing? 

Capt.  Benke.  He  was  under  the  impression  that  his  claim  was 
settled.  When  I  called  on  him  again  he  was  very  much  surprised  to 
think  that  a  representative  from  Washington  should  call  on  them  to 
readjust  this  claim. 

Mr,  Jeffefis,  Did  you  talk  with  any  other  member  of  the  Stein- 
Burn  Co.  other  than  Mr.  Stein? 

Capt.  Benke.  I  met  his  brother  and  his  father,  but  I  did  not  talk 
:n-ith  them  about  this  claim. 

Mr.  Jefferis.  What  was  the  fact  at  that  time?  Were  these  rivets 
rusty? 

Capt.  Bbnke.  Yes,  sir. 

Mr.  Jeffebis.  How  had  that  happened?  Had  they  been  out  in 
the  weather  or  what? 

Capt.  Benke.  Xo,  sir;  they  were  in  a  factory.  They  were  not  any 
more  rusty  than  any  more  material  would  get  by  being  allowed  to 
stand  around  the  way  that  was.  It  was  open;  it  was  not  covered 
in  barrels. 

Mr.  Jefferis.  How  was  all  this  material  really  stored? 

Capt.  Benke.  Laid  up  in  piles. 

Mr.  Jeffebis.  Under  a  roof? 

Capt.  Benke.  Part  of  it  was  stored  in  a  garage.  A  large  part  of 
the  sheets  were  stoi^d  in  the  garage,  but  the  parts  in  process  were  in 
his  factory.     All  of  it  was  somewhat  rusty, 

Mr.  Jefferis.  This  was  some  time  in  Julv.  1919.  that  vou  were 
there? 

Capt.  Benke.  Yes.  sir. 

Mr.  Garrett.  Had  it  apparently  received  ordinary  good  care? 

Capt,  Benke.  I  questioned  him  about  that  and  he  said  that  it  was 
the  best  that  they  could  do  to  handle  it.  There  was  such  a  large 
iiuantity  of  it  that  they  could  not  get  any  other  place  to  store  it,  and 
they  had  to  store  it  in  this  garage. 

Mr.  Garrett.  Was  that  garage  dry? 

Capt,  Benke.  Yes.  sir;  it  was  dry,  but  tliey  had  machines  in 
there  and  naturally  there  was  some  smoke  from  the  gasoline  and 
they  had  ventilatoi-s  in  there,  that  was  all.  Otherwise  it  was  the 
same  as  any  other  garage. 

Mr,  Garrett.  What  other  of  these  claims  that  have  been  under 
discussion  here  did  you  have  to  do  with? 

Capt.  Benke.  I  have  not  had  anything  to  do  with  any  of  the 
others. 
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Mr.  Garriht.  Did  you  Imve  those  Ktaiiipin;!  utid  enamelling  com^ 
pany  claims? 

Capt.  Benke.  No,  sir.  , 

Mr.  Garrett.  Did  jou  have  the  Briar  Hill  claims? 

Capt.  Bbnke.  No,  sir. 

Mr.  Gabhett,  Or  the  American  Can  Co,  claims? 

Capt.  Benke.  No,  sir. 

Mr.  Graham,  Are  these  rivets,  when  they  come  in,  in  barrels, 
are  they  ordinarily  rusty?  The  exposure  to  the  air,  any  exposure 
to  the  air  would  have  a  tendency  to  corrode  them  and  rust  tliem. 

Capt.  Bexke.  I  believe  it  does,  I  am  not  positive. 

Mr.  (iR.viiAM.  I  understand  when  they  come  in  tlie  rough  they  ore 
apt  to  be  tarnished  and  somewhat  corroded  ? 

Capt.  Benke.  Yes,  wir;  they  are  not  a  polished  rivet,  just  a  rough 
rivet. 

Mr.  (tR.\ham.  And  do  not  have  any  black  finish  on  theai  at  all  ? 

Capt.  Benke.  No;  just  in  the  rough, 

Mr.  (iRAtiAM.  That  does  not  hurt  them  any,  does  it? 

Capt.  Benke.  No,  sir;  it  does  not. 

Mr.  Graham.  That  is  all.  Capt.  Benke. 

TESTIHONT  OF  KB..  H.  B.  BOBEBTS. 

(Mr.  Roberts  was  duly  sworn  by  Mr.  Graham.) 

Maj,  Holder.  I  was  going  to  suggest,  Mr.  Chairman,  that  per- 
haps some  of  these  questions  may  be  merely  repetitious. 

Air.  Graham,  I  would  not  cover  the  same  ground  Eigain.  Do  you 
know  anything  further  about  these  matters,  Mr.  Roberts — tliese 
other  gentlemen  who  testified  here? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Graham.  What  is  your  full  name? 

Mr,  Roberts,  H,  R,  Roberts. 

Mr,  GRAnAM,  Were  you  officially  connected  with  the  Claims 
Board? 

Mr.  Roberts.  I  am  attached  to  the  Chicago  board  in  the  capacity 
of  auditor. 

Mr,  Graham,  Auditor? 

Mr,  Roberts.  Yes,  sir. 

Mr.  GsAnAH.  That  is,  making  an  audit  of  costs? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Graham.  You  are  simply  a  civil  employee,  are  you? 

Mr.  Roberts.  Yes,  sir, 

Mr,  Graham.  You  did  not  have  anything  to  do  officially  with  the 
settling  of  these  claims,  and  have  no  interest  in  them  yourself? 

Mr.  Roberts.  My  capacity  was  to  accompany  the  negotiating  offi- 
cer on  these  settlements  to  assist  in  the  checking  of  the  figures  an^ 
1-erifying  of  the  statements. 

Mr,  Graham.  You  are  employed  by  the  Government? 

Mr,  Roberts.  Yes,  sir. 

Mr.  Graham.  Do  you  waive  any  immunity  arising  out  of  your 
testimony  ? 

Mr,  Roberts.  I  do. 

Mr.  Graham.  Which  one  of  these  claims  did  you  have  something 
to  do  with,  Mr.  Roberta? 

Mr.  Roberts.  The  Stein-Burn  claim. 
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Mr.  Graham.  What  do  you  know  about  that? 

Mr.  RoBEBTs.  If  you  will  pennit  me,  Mr.  Qrahuu,  I  believe  it 
would  be  well  for  me  to  briefly  outline  the  procedure  followed  in 
■  ijettling  these  claims. 

Mr.  Graham.  You  mean  you  are  the  author  of  the  plan ! 

Mr.  Roberts.  No,  sir;  I  assisted  in  the  procedure — claying  down 
our  plan  of  investigating  those  claims. 

Mr.  Graham.  What  was  your  business  before  you  entered  the 
War  Department? 

Mr.  Roberts.  Auditing  and  accounting  prior  to  my  service  with 
the  Government.    I  was  in  the  service. 

Mr.  Graham.  Military  service? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Graham.  Wh&t  is  your  age,  Mr.  Roberts? 

Mr.  Roberts.  27. 

Mr.  Graham.  And  what  was  your  business  before  you  went  into 
the  military  service? 

Mr.  Roberts.  An  auditor  and  acrountant. 

Mr.  Graham.  Were  you  a  member  of  any  firm? 

Mr.  Roberts.  No,  sir. 

Mr.  Graham.  Which  firm? 

Mr.  Roberts.  I  say  no,  sir. 

Mr,  Graham,  How  long  had  you  been  out  of  school  before  you 

Mr.  Roberts  (interposing).  Three  and  a  half  years. 

Mr.  Graham.  Had  you  been  doing  business  for  yourself? 

Mr.  Roberts.  No,  sir. 

Mr.  Graham.  What? 

Mr.  BoBBRTS.  No.  sir. 

Mr.  Graham,  What  experience  have  you  had  in  auditing  and  ac- 
counting? 

Mr.  Roberts.  Thire  and  one-half  years  with  the  Thomas  E.  Gary  & 
Sons  Construction  and  Contracting  Co.  and  with  the  Cliirago  & 
Northwestern  Railroad, 

Mr.  Graham,  In  what  capacity  were  you  working  with  them? 

Mr.  Roberts.  As  tiuditor  and  accountant. 

Mr.  Graham.  Wliat  kind  of  work  were  you  doing? 

Mr.  Roberts,  The  (ontracting  work  was  investigation  and  audit- 
ing accounts.  In  fact,  I  took  charge  of  all  the  accounting  and  detail 
work.  The  railroad  work  was  largely  detail  work  and  various  expe- 
rience with  mills. 

Mr.  Graham.  What  experience  in  mills? 

Mr.  Roberts.  The  purchasing  department  or  division. 

Mr.  Graham,  After  you  came  out  of  the  military  service  you  went 
into  tliis  department  as  an  auditor,  did  you? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Graham.  What  salary  were  you  receiving  in  the  department, 
Mr.  Roberts? 

Mr.  Roberts.  The  Government? 

Sir.  Graham.  Yes. 

Mr.  Roberts.  $2,400  at  that  time. 

Mr.  Graham.  $2,400? 

Mn  Roberts.  Yes,  sir. 

Mr,  Graham.  Are  you  still  in  the  service? 
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Mr.  SoBBRTS.  Yes,  sir. 

Mr.  Gbahau.  At  the  same  salary? 

Mr.  RoBEBTS.  At  $3,000. 

Mr.  Ghauah.  Where  are  you  located  1 

Mr.  Roberts.  Chicago,  111. 

Mr.  Obahah.  Who  advised  you  of  this  hearing,  Mr.  Roberts? 

Mr.  Roberts.  I  was  notified  by  Mr.  R.  R.  Wright,  representative 
of  the  Washington  Claims  Board,  who  at  the  time  was  in  Chicago 
assisting  the  Chicago  Zone  Board. 

Mr.  Graham.  He  is  there  now,  is  he! 

Mr.  Roberts.  I  believe  he  is  on  his  way  to  Washington  now.  He 
in  turn  was  noticed  hy  telephone  from  Washington  and  later  by 
wire. 

Mr.  Graham,  Do  you  know  who  notified  him! 

Mr,  Roberts.  Yes,  sir;   Maj.  Holder. 

Mr.  Graham.  If  you  want  to  tell  us  what  plan  you  (rot  up  for 
the  settlement  of  these  claims  we  will  be  glad  to  hear  it,  but  do 
not  go  into  it  in  too  much  detail.  Just  give  it  to  us  as  quickly  as 
you  can. 

Mr.  Roberts.  Befoi-e  the  settlement  cases  were  turned  over  to 
the  Board  of  Review  a  certificate  was  attached  by  the  contracting 
officer  that  he  has  satisfied  himself  as  to  the  statements.  However, 
the  Board  of  Review  chose  to  investigate  this  settlement,  in  other 
words  to  satisfy  itself  that  the  statement  was  correct. 

Mr.  Graham.  You  said  that  the  Board  of  Review — what  do  you 

Mr.  Roberts.  The  Zone  Board  of  Review. 

Mr.  Roberts.  Yes,  sir. 

Mr.  Graham.  Is  that  what  you  call  it,  a  Board  of  Review? 

ilr.  Roberts.  Yes.  sir. 

Mr.  (iraham.  I  think  it  was  called  the  zone  claims  board. 

Mr.  Roberts.  The  Zone  Board  of  Review. 

Mr.  Graham.  You  differ  somewhat  from  some  of  the  other  gen- 
tlemen who  have  appeared  before  us. 

Mr.  Roberts.  That  was  the  title  heretofore,  Mr.  Graham,  but  it 
recently  has  \>een  changed  to  Advisory  Purchase  Board. 

Mr.  Graham.  Gen.  Burr,  who  was  here  before  this  committee 
said  that  the.se  zone  boards  were  properly  called  zone  claims  boards. 

Mr.  Roberts.  That  is  not  mv  understanding.  Zone  Board  of 
Review  is  the  only  term  that  I  have  ever  heard  used  in  regard  to 
these  boards.  \ 

Mr.  Graham.  That  is  immaterial.  At  all  events,  it  is  the  same 
board. 

Mr.  Roberts.  Yes,  sir. 

Air.  Graham.  You  may  proceed! 

Mr.  Roberts,  The  Boaril  of  Review  questioned  these  claims, 
brought  them  up,  and  in  going  over  them  called  for  mv  assistance. 
Fim  we  attempted  to  analyze  the  situation,  as  we  had  worked  on 
similar  claims  calling  for  the  same  articles,  and  studied  the  situa- 
tion before  we  ever  attempted  to  investigate  it.  At  that  time  we 
had  a  great  many  claims  before  the  board  and  we  were  handicapped 
repeatedly  owing  to  the  fact  that  various  officers  were  getting  out  nf 
the  service. 

Capt.  John  A.  Russian,  a  member  of  the  board,  designated  me  to 
call  on  Mr.  Stein  of  the  Stein-Bum  Camp  &  Field  Equipment  Co., 
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■with  an  order  to  clie;k  their  books  or  to  verify  the  statement  of 
<.-litiin  as  filed  by  the  contractor  as  to  its  correctness  and  gain  what- 
ever other  information  I  could  to  assist  the  board  in  negotiating 
the  settlement.  I  visited  the  Stein-Bum  Camp  &  Field  Equipment 
Co.  and  Mr.  Stein  agreed  to  talk  to  me  in  the  situation.  1  was 
accompanied  by  Mr.  K.  L.  Lewis,  also  attached  to  the  Chicago 
board  in  the  capacity  of  auditor.  We  requested  Mr.  Stein  to  pro- 
duce all  original  invoices,  books,  papers,  correspondence,  anything 
that  might  pertain  or  refer  to  this  claim,  or  tne  claims  in  ques- 
tion which  he  did.  He  assigned  his  secretary  to  assist  us  in  any 
■way,  gave  us  all  the  papers,  correspondence.  We  had  them  all 
at  our  disposal.  We  fii-st  made  a  complete  check  of  all  invoices  to 
ast^'crtain  tne  material  in  question,  the  cost,  correct  weights,  and  the 
niiiouiit  of  material,  making  various  changes  where  they  disagreed 
with  the  contractor's  statement  of  claims. 

Mr.  Gbaham.  I  do  not  think  there  is  any  use  of  your  going  into 
that,  your  method  or  what  you  did  or  how  you  did  it.  Nobody  that 
I  know  of  has  questioned  the  fact  that  they  paid  the  amount  for  the 
material  that  they  claim  they  did ;  so  if  I  were  you  I  would  leave  that 
and  go  on  to  the  salvage  value. 

Mr.  Garrett.  If  you  will  pardon  me,  Mr.  Graham,  Mr.  Roberts 
spoke  Just  there  of  correcting  their  statement  from  their  invoices. 
I  do  not  know  that  it  is  very  material,  but 

Mr.  Graham  { interposing )_,  I  do  not  see  liow  it  is.  I  do  not  want 
to  shut  him  off  from  anything  that  is  at  all  material,  but  I  do  nnt 
know  anybody  that  has  claimed  they  did  not  pay  the  price  for  this 
material  that  thev  said  they  did,  do  you? 

Mr.  (lARRETT.  No;  I  have  heard  of  nobody.  The  only  thing  is 
his  statement  somewhat  excited  my  curiosity  to  know  whether  they 
found  any  errors  in  their  claims  that  the  statement  did  not  justify. 

Mr.  Roberts.  We  closed  the  matter  after  a  complete  chect  of  their 
books  and  invoices  and  referred  back  to  the  zone  board  of  review  our 
report  on  what  ,we  had  found,  say,  leaving  the  question  open  for  a 
period.  I  believe,  of  eight  or  nine  days  in  order  to  investigate  the 
salvage  situation.  In  our  visit  Mr.  Stein  took  us  to  the  various 
plants  where  this  material  was  in  storage. 

Mr.  Graham.  How  many  errors  did  you  find  in  their  statement  of 
cost? 

Mr.  Roberts,  Our  corrections,  I  believe,  approximated  an  average 
of  $1..')00  to  $2,000. 

Mr.  Graham.  That  they  had  overcharged? 

Mr.  Roberts.  There  was  a  total  overcharge  of  that  amount. 

itr,  Graham.  All  right. 

Mr.  Roberts.  In  checking  this  material,  looking  it  over  we  made 
corrections  in  their  inventory  and  cut  of  the  overage  and  checked 
tip  the  shortages  and  made  our  report  to  the  board. 

The  storage  situation  was  just  as  Capt.  Benke  has  explained  before. 
I  will  not  go  over  that.  We  reported  back  to  the  board  and  were 
ordered  to  investigate  the  various  markets  and  made  an  effort  to 
dispose  of  this  material.  I  believe  we  called  on  the  various  concerns 
referred  to,  the  concerns  that  have  been  mentioned  in  this  investi- 
gation previously  in  an  effort  to  dispose  of  it,  and  were  unsuccessful. 

I  want  to  mention  that  Mr.  Stein  repeatedly  made  efforts  to — he 
practically  insisted  that  the  Government  take  tliis  material.     It  seems 
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the  board  of  review  was  in  close  touch  with  the  salvage  department, 

and  thev  were  informed  that  the  Oovemment 

Mr.  Gkaham  (interposing).  Are  you  referring  to  something  you 
know  yourself? 

Mr.  KoBEBTs.  Yes,  sir ;  that  the  Oovemment  did  not  care  to  take 
this  material.  We  made  every  effort  to  effect  the  settlement  most 
advantageous  to  the  Government.  We  reviewed  the  correspondence 
Mr.  Stein  showed  us  in  regard  to  the  disposition  of  the  material  and 
made  a  report  to  the  board  of  review  in  regard  to  the  evidence  we 
secured  without  recommendation  and  left  it  for  the  board  to  con- 
sider. 

I  also  want  to  mention  that  Mr.  Stein  made  several  statements  in 
regard  to  the  Washington  Board  of  Review  and  in  several  cases  he 
termed  them  unfavorable  names.  One  of  them  I  remember  he  termed 
the  Washington  board  a  gang  of  cutthroats.  He  was  very  displeased 
and  his  settlements  were  unsatisfactory.  That  remark  was  repeated 
%  vera  I  times. 

Mr.  Graham.  He  wanted  this  stuff  for  nothing,  did  he  not? 
Mr.  Roberts.  That  seemed  to  be  the  case;  yes,  sir.  We  met  oppo- 
sition on  every  move  we  attempted  to  make.  Mr.  Stein  did  not  sub- 
mit, as  I  believe  he  stated  before  the  committee,  "  willingly."  He 
stated  that  he  willingly  submitted  to  all  changes.  He  did  not.  How- 
ever, to  a  correction  of  errors  he  very  readily  submitted,  but  in  every 
effort  to  raise  his  salvage  value  we  met  opposition  and  stubborn 
opposition. 

Another  thing  that  may  interest  you.  Prior  to  this  case  I  had  been 
connected  with  the  investigation  of  other  fireless-cooker  cases.  Capt. 
Russian  and  I   visited  the  Follensbv   Bi-os.   mills,  at  FoIIensBv, 

W.  Va. 

:Mr.  Graham  (interposing).  Do  yon  go  yourself? 
Mr.  RoBERTH.  Yes.  sir:  accompanied  by  Capt.  John  A.  Bussian,  a 
member  of  the  board  of  review,  in  regard  to  another  fireless-cooker 
scttU'iiiont.  Reviewing  this  situation,  we  got  a  very  good  idea  and 
.•wme  very  valuable  information  in  regard  to  the  tin-plate  situation  in 
connection  with  this  settlement.  And  in  basing  our  salvage  values, 
my  information  has  been  information  obtained  largely  by  actual 
black  and  white  and  not  so  much  market  values  or  paper  values. 
By  that  I  mean  mv  effort  was  to  get  actual  purchases  of  salvage, 
not  the  market  value  which  was  listed  on  paper,  and  my  recom- 
mendations to  the  board  were  made  on  that  basis. 

Mr.  Garbett.  What  was  the  character  of  that  information  tbat 
you  obtaineil  from  Follensby  to  which  you  have  just  referred? 

Mr.  RoBEKTH.  I  should  consider  the  tin  plate  of  the  most  impor- 
tance. Mr.  Follensby  at  the  time  took  us  out  through  his  mills 
from  start  to  finish.  We  followed  the  tin-plate  operation  until  it 
-was  completed;  we  saw  the  material  in  all  stages,  and  at  that  time 
Mr.  Follensby  made  the  statement  that  the  market  was  flooded; 
that  they  were  making  no  purchases  of  scrap  owing  to  the  vast 
amounts  of  material  on  hand.  At  that  time  tney  had  on  hand  an 
enormous  amount  of  tin-plate  scrap,  enough  to  supply  their  de- 
mands for  three  years  to  come.  He  believed  that  that  was  the  gen- 
eral condition  all  over  the  country. 

Mr.  Garrett.  The  same  character  of  materia)  that  was  in  the 
I>lant  of  the  Stein-Burn  Co.? 
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Mr.  BoBERTS.  Yes,  sir.  We  had  been  on  three  siinilar  cases  before 
this  one. 

I  might  also  mention  to  you  the  fact,  Mr.  Graham — I  do  not  know 
whether  it  would  be  of  interest  to  your  committee — that  during  these 
investigations  we  averaged  from  15  to  20  claims  a.  month,  and  saved 
approximately  half  a  million  dollars  a  month.  That  was  the  extent 
of  our  efforts. 

Mr.  Grahau.  What  do  you  mean  by  "  we  " — the  zone  board  ? 

Mr.  KoKEirra.  By  that  I  mean  Capt.  Bussian  and  myself  alone  in 
the  cases  we  investigated. 

Mr.  Graham.  Who  recommended  these  settlements?  You  mean 
you  cut  the  claims  that  much  f 

Mr,  Roberts.  Yes,  sir. 

Mr.  Graham.  That  is  what  you  mean? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Graham.  You  were  not  supposed  to  allow  them  every  claim 
that  they  filed,  were  you  ? 

Mr.  Roberts.  No,  sir. 

Mr.  Graham.  And  when  you  say  you  saved  the  Government,  you 
simply  mean  that  you  allowed  that  much  less  than  the  face  of  th*? 
claim? 

Mr.  Roberts.  Yes,  sir. 

Mr,  Graham.  That  is  what  I  thought, 

Mr.  Garrett,  What  was  your  original  recommendation  in  this 
claim,  do  you  remember? 

Mr.  Roberts.  Sly  original  recommendntion  as  to  exact  figures  ? 

Mr.  Garrett.  Yes. 

Mr.  Roberts.  I  do  not  remember ;  no,  sir. 

Mr.  Gakreti,  You  had  made  a  recommendation,  I  take  it,  before  it 
was  examined  by  this  gentleman,  this  man  Bergenstein;  is  that  his 
name? 

Mr,  Graham.  Bergenstein  was  the  man. 

Mr.  Garrett.  Examined  by  Bergenstein? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Garrett,  It  was  the  report  of  this  zone  board,  whatever  you 
call  it,  that  examined — I  presume  you  do  not  know  personally  what 
he  did  examine,  do  you? 

Mr.  Roberts.  Mr.  Bergenst«iii  examined  them  ? 

Mr.  GARRBrr.  Yes. 

Mr.  Roberts,  I  do  not ;  no,  sir ;  although  in  referring  to  this  settle- 
ment we  cooperated  very  closely  with  the  Washington  board.  We 
were  informed  of  their  operations  and  assisted  them. 

Mr,  Garrett.  Mr.  Benke  came  out  there  and  consulted  with  you 
and  you  visited  the  plant  together.  The  claims  or  papers  whicK  he 
had  with  him  contained  the  award  made  by  the  Chicago  Zone  Boanl 
upon  your  recommendation? 

Mr.  Roberts.  I  believe  you  are  correct. 

Mr.  Garrett,  And  he  came  out  there  with  the  suggestion  that  he 
was  instructed  to  try  and  secure  $25,000  in  that  award? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Garrett.  When  you  and  Mr.  Benke  visited  the  plant  and  laid 
that  proposition  before  Mr.  Stein  he  declined  to  make  any  proposition, 
did  he? 


itv  Google 


OBDNANCK.  1441 

Mr.  Roberts.  Yes,  sir. 

Mr.  Qarrett.  Did  you  then  recheck  in  any  way,  or  make  any  effort 
to  verifv  your  former  fi^rei.lf 

Mr.  RoBEBTa.  At  the  time  Capt.  Bussian  made  his  visit  when  I  ac- 
companied him  was  on  the  first  visit  and  there  were  no  corrections 
made  at  that  time.  Mr.  Stein  refused  to  consider  the  matter  further. 
It  was  left  open  for  several  days  owing  to  the  effort  of  Capt.  Benke  to 
try  to  obtain  a  large  salvage  value.  After  his  return  and  on  the  sec- 
ond visit  to  the  Stein-Burn  people  they  talked  the  salvage  sitnntion 
over.  I  believe. 

Mr.  Graham.  How  did  you  happen  to  go  to  the  mills  of  FoUensby 
Bros.? 

Mr.  Roberts.  That  resulted  from  an  investigation  of  another  claim. 

Mr.  Graham.  Why  did  you  go  to  this  factory! 

Mr.  Roberts.  To  the  FoUensby  factory! 

Mr.  Graham.  Yes. 

Mr.  Roberts.  The  material  in  that  case  was  supposed  to  be  in  the 
Follensby  Bros,  mills.    It  was  not 

Mr.  Graham.  When  did  you  go  there! 

Mr.  Roberts.  In  June. 

Mr.  Graham.  In  June,  1918! 

Mr.  Roberts.  In  June,  1919. 

Mr.  Graham.  And  you  did  not  find  the  material! 

Mr.  Roberts.  No,  sir.  In  fact,  the  result  of  that  was  that  the 
claim  was  reduced  from  $160,000  to  $27,000. 

Mr.  Graham.  And  then  you  had  a  talk  with  him  about  the  tin 
plate  situation  while  you  were  there! 

Mr.  Roberts.  Yes,  sir.  At  that  time  Follensby  declined  to  set  an 
actnal  figure  on  the  price  of  scrap  tinplate. 

Mr.  Graham.  Is  Follensby  connected  with  the  American  Sheet  & 
Tin  Plate  Co.! 

Mr.  Roberts.  Not  to  my  knowledge. 

Mr.  Graham.  Is  he  connected  with  the  American  Can  Co. ! 

Mr.  Roberts.  Not  to  my  knowledge. 

Mr.  Graham.  Did  you  visit  the  factories  of  the  Stein-Burn  Co.? 

Mr.  Roberts.  Yes,  sir. 

Mr.  Graham.  Did  you  know  anything  about  their  business  before 
they  went  into  this  war  contract  Business! 

Mr.  Roberts.  No,  sir. 

Mr.  Graham.  'What  were  they  making  while  you  were  there,  aside 
from  these  tireless  cookers  and  bread  boxes! 

Mr.  Roberts.  Steel  window  frames.  At  that  time  they  were  mak- 
ing ice  boxes — all  metal  work  of  that  kind.  They  were  either 
planning  or  had  just  started  making  some  automobile  accessories, 
Email  stamping  work,  but  at  that  time  they  had  not  gone  into  that 
very  far.    Most  of  their  work  was  largely  window  manufacturing. 

Mr.  Graham.  What  do  you  mean,  I^xes  of  various  kinds  for  auto- 
mobile accessories! 

Mr.  Roberts.  No;  not  boxes,  but  tail  lamps,  and  such  things. 

Mr.  Graham.  Materials  made  out  of  pressed  metals  of  various 
kinds! 

Mr.  Roberts.  Yes,  sir.    Hub  caps,  things  like  that. 

Mr.  Graham.  Do  you  know  what  they  are  doing  now  ! 

Mr.  BoBEBTS.  Yes,  sir;  manufacturing  the  same  articles. 

Mr.  Graham.  And  they  also  make  cafeteria  outfits. 
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Mr.  Roberts.  Yes;  cafeteria  equipment. 

Mr.  Graham.  Did  you  know  anything  about  tinplate  before  you 
went  into  this,  war  claims  board '( 

Mr.  Egberts.  No,  sir. 

Mr.  Graham.  All  you  know  about  metals  vou  have  learned  in  the 
railroad  business? 

Mr.  Roberts.  Yes,  sir;  and  also  in  the  contracting  busin&ss  we  had 
a  great  deal  to  do  with  mills.  The  contracting  concern  I  was  with 
were  builders. 

Mr.  (iRAUAM.  What  did  they  build? 

Mr.  Roberts.  Building  construction  work. 

Mr.  (iRAHAH.  Store  buildings  and  houses  and  that  sort  of  thing! 

Mr.  Roberts.  Yes.  sir. 

Mr.  Graham.  Then  you  would  not  get  a  very  extensive  and  inti- 
mate knowledge  of  tin  plate  there,  would  you? 

Mr.  Roberts.  Very  little.     They  did  mostly  construction  work. 

Mr.  Graham.  You  are  not  an  expert  in  the  metal  business,  are  you? 

Mr.  Roberts,  T  claim  to  be  an  expert;  yes,  sir.  ' 

Mr.  Graham.  You  claiui  to  be  an  expert  on  tin  plate  and  sheet 
metal  ? 

Mr.  Roberts.  Not  in  tin  plate. 

Mr.  Graham.  Do  you  in  sheet  metal  ? 

Mr.  Roberts.  No,  sir. 

Mr.  Graham.  You  mean  you  are  an  expert  accountant? 

Mr.  Roberts.  Yes.  sir. 

Mr.  Graham.  Of  course,  in  Illinois  we  have  no  certified  account- 
ants there,  do  we? 

Mr.  Roberts.  There  are  certified  accountants  in  Illinois.  I  have 
never  taken  the  State  examination. 

Mr,  Graham.  I  mean  the  State  law  does  not  require  it? 

Mr.  Roberts.  No,  sir. 

Mr,  Graham.  Are  you  a  certified  accountant? 

Mr.  Garrett.  Did  you  have  anything  to  do  with  any  of  these 
other  claims  which  we  have  discus.sed  here? 

Mr.  Roberts.  No,  sir. 

Mr.  (tahrett.  You  had  nothing  to  do  with  the  National  Enameling 
&  Stantping  claim  t 

Mr.  Roberts.  No,  sir. 

Mr.  Graham.  If  there  is  nothing  else,  we  will  adjourn. 

Maj.  Holder.  Maj.  Caswell  has  not  yet  arrived,  but  I  suppose  be 
will  be  here  sliortly  . 

Mr.  Graham.  Maj.  Holder,  I  do  not  think  this  record  ought  to 

Mr.  Jefferis,  Who  is  he? 

Capt.  Smuck.  He  is  the  officer  who  negotiated  the  National  Stamp- 
ing &  Enameling  claim.  He  is  now  out  of  the  service.  A  subpcBii& 
was  issued  for  him  at  his  residence,  but  he  is  away  on  a  fishing  trip. 

Mr.  Graham.  We  began  this  work,  Capt.  Smuck  a  month  ago. 
We  have  waited  now  two  weeks  for  this  evidence.  The  work  of  this 
committee  is  vast ;  it  has  a  great  deal  to  do,  and  I  want  to  close  this 
matter  up, 

AVe  will  adjoum  this  hearing  for  to-day  and  have  a  short  executive 
session. 

(Whereupon,  at  5.15  o'clock  p.  m.,  the  committee  went  into  execu- 
tive session.) 


Wl  BCUJIMITTFIE    Xo.    5     (OkpNAMk)    OF   THE 

Sele(^t  Committee  ox  ExPENDiTinEn  in  the 

WaK  DePARTMEXT,  Hor»E  or  REPRtaEXTATIVKS, 

Thumh<y,  Octohcr  2,  1919. 
The  L-oinmitt^e  met  at  K'  o'clock  a.  m.,  pursuant  to  adjouniiiient  of 
reslenlay.   Hon.  AVilliani  tl.  (ir»)miii   (diainiinn)   presiding.     Also 
prR4>nt.  Hod.  Alliert  W.  Jefferi-s  and  Hon.  Finis  J.  Garrett. 

Mr.  iiRAiiAM.  Mr.  Cuswell  I  believe  vou  are  liei-e  with  reference  to 
a  claim  that  has  been  investigated  bv  tnis  conunittee.  the  Briar  Hill, 
orlW  National  Enameling  &  Stamping  Co.? 

Mr.  Casweli,,  The  National  Enameling  &  Stamping  papei-s  have 
been  given  to  ine.    I  do  not  know  what  I  am  h^re  for. 

Mr.  Graham.  I  do  not,  either.  The  committee  did  not  send  for 
you.  but  it  lias  been  suggested  by  Maj.  Holder  and  Mr.  Schmnck 
that  you  knew  about  these  matters.  I  assume  it  is  with  reference  to 
these  claims. 

Mr.  Caswell.  Your  name  is  mentioned  in  the  telegram  I  received, 
Mr-  (irahain. 

Mr.  Graham.  Yes;  tlie>e  gentlemen  requested  that  the  committee 
subpcpna  you.  because  they  did  not  have  any  way  to  get  you  here. 
Therefore,  we  used  the  process  of  the  committee  to  get  you  here  at 
their  request.  Now.  I  assume  that  you  are  connected  with  the  Na- 
tional Enameling  &  Stnmping  Co.,  are  yon( 

Mr.  Caswell,  No,  sir;  I  was  a  major  in  the  Quartermaster  De- 
partnient. 
Mr.  Graham.  Very  well;  be  sworn. 

TESTDIORT  OF  HA.  C.  fl.  CASWELL. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 
MT.<iitAHAu.  Mr,  Caswell,  you  were  fonnerly  a  major  in  the  Quar- 
lemitster  Corps  i 
Mr.  Caswell.  Yes.  sir. 

Mr.  (iRAHAH.  And  when  did  you  leave  the  service? 
Mr.  Caswell.  On  March  '24  of  this  year. 

Mr.  (iRAHAH.  "While  in  the  service  did  you  have  any  connection 
with  the  claim  of  the  National  Enameling  &  Stamping  Co. — or  not 
^  dum  but  the  contract  1 
Mr.  Caswrll.  I  did ;  yes,  air. 

Mr.  Grahah.  Were  you  a  member  of  the  Claims  Board? 
Mr.  Cabwrll.  No,  sir;  I  was  contracting  officer. 
Mr.  Graham.  Did  you  make  this  contract ! 
Mr.  Caswell.  No,  sir. 
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Mr.  Graham,  Did  vou  have  anything  to  do  with  the  settlement 
of  it? 

Mr.  Caswell.  Yes,  sir. 

Mr.  Graham.  In  what  capacity  ? 

Mr.  Casweli,,  As  contracting  officer. 

Mr.  Graham.  That  is,  you  made  the  recommendations  for  the  set- 
tlement, or  did  the  preliminary  negotiations,  or  what  was  it? 

Mr.  Caswell,  Mr,  Graham,  1  do  not  want  to  commit  myself  until 
I  see  the  papei^s.  At  the  time  of  the  armistice  there  were  turned 
o\er  to  nie  350  contracts  to  adjust  bv  Washington,  and  it  would  not 
be  giving  me  proper  consideration  for  you  to  ask  me  to  answer  off 
hand  on  one  particular  contract. 

Mr.  Graham.  Well.  I  was  going  to  suggest  to  you  that  perhaps 
you  could  make  a  statement,  or  desired  to  mnke  a  statement  as  to  the 
facts  as  you  remember  them  about  this  matter.  I  do  not  know  what 
the  object  of  bringing  you  here  was.  But  I  assume  it  was  to  tell  what 
you  knew  about  this  particular  settlement.  However,  if  you  want  to 
do  so  you  can  take  tne  papers  and  look  them  over  and  refresh  your 
nieinofy  and  then  make  such  statement  as  you  want  to  i-elative  to  tlio 
lacts  that  you  know.  Owing  to  the  testimony  we  have  found  it  nec- 
essary to  restrict  the  witnesses  to  facts  they  have  within  their  own 
personal  knowledge,  and  if  you  want  to  do  that  vou  can  withdraw 
from  the  witness  stand  and  go  into  the  side  room  and  look  over  the 
papers. 

Mr.  CAswELr^  Tliere  ai'e  four  contracts  here,  Mr.  Graham,  and 
I  would  much  prefer  to  revive  my  memory  to  some  extent, 

Mr,  Graham.  Now,  Mr.  Caswell  when  "you  come  on  the  stand  pre.- 
pare  yourself  to  give  facts  within  your  knowledge,  that  is,  along  legal 
lines,  so  that  we  can  keep  the  testimony  down,  the  bulk  of  it,  Wt 
would  be  glad  to  have  anything  you  know  pei-sonally  but  not  conjec- 
tures. 

(And  thereupon  the  witness  withdrew  from  the  stand.) 

TESTIHONT  OF  WILLIAM  8.  BUXTON. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr,  Graham.  What  is  your  name? 

Mr.  Bdxton.  William  S.  Buxton. 

Mr.  Graham.  Mr.  Buxton,  what  connection  did  you  have  with  the 
War  Department  during  the  recent  war? 

Mr.  Buxton,  I  was  concerned  with  the  One  hundred  and  first  En- 
gineers. Twenty-sixth  Division,  overseas  for  19  months.  I  was  dis- 
charged in  April  of  this  year,  April  28, 

Mr.  Graham.  Were  you  an  officer  or  enlisted  man? 

Mr.  Buxton.  I  was  an  enlisted  man  until  March  of  this  year.  I 
went  over  as  first  sergeant  and  remained  first  sergeant  until  the  time 
I  was  wounded  and  then  later  was  made  sergeant  major,  and  later 
attended  the  officers'  school  and  received  a  comission  in  March  of 
this  year. 

Mr.  Graham.  And  after  your  enlistment  yon  went  into  what 
service? 

Mr.  Buxton.  I  did  not  do  anything  for  about  two  months  and  on 
receipt  of  a  letter  from  the  War  Department  addressed  to  my  father, 
I  made  a  trip  to  Washinjrton  to  see  Col.  Goetz  on  his  request,  and  as  a 


ORDNANCE.  1440 

result  of  an  interview  with  Col.  Goetz  I  was  asked  to  return  and  take 
an  appointment  as  a  contract  expert,  connected  with  the  War  Claima 
Board 

Mr.  Graham.  'WTien  did  you  start  on  your  work? 

Mr.  BrxroN.  I  think  the  date  was  July  27. 

Mr.  Graham.  How  long  did  you  remain  with  the  work;  are  you 
still  there? 

Mr.  BtJXTON.  Yes,  sir. 

Mr.  Graham.  What  are  your  duties? 

Mr.  Buxton.  My  particular  knowledge  is  supposed  to  be  the  knowl- 
edge of  scrap  metal  and  iron.    My  duties  are  to  check  salvage  values. 

Mr.  Graham.  Prior  to  entering  this  service  did  you  ever  nave  any 
experience  along  that  line? 

if r.  Button,  Yes :  I  have  been  in  the  business  since  1905. 

Mr.  Graham.  What  general  line  of  business  have  you  been  in? 

Mr,  Buxton.  Scrap  iron  and  metal. 

Mr.  Graham.  Where  is  your  home? 

Mr.  Buxton.  My  home  is  Worcester,  Mass. ;  I  have  been  in  Bos- 
ton, in  bosiness,  most  of  the  time. 

Mr.  Gbahau.  What  is  your  age,  Mr.  Buxton  t 

Mr.  Buxton.  Thirty-four. 

Mr.  Graham.  The  matter  that  this  committee  is  inquiring  about 
arises  out  of  a  memorandum,  I  imagine,  in  the  case  of  the  Brier 
Hill  Steel  Co.,  where  you  pa^ed  upon  a  question  of  salvage  values 
of  some  steel  ingots. 

Mr.  Buxton.  Yes.  sir, 

Mr.  Graham.  In  this  it  seems  that  Mr.  B.  R.  Wright  who,  1 
think,  perhaps  was  a  lieutenant,  had  stated  that  the  salvage  value 
of  the  contract  $2  per  hundredweight  was  not  sufficient,  and  the  mat- 
ter was  then  referred  to  you,  and  you  O.  K.'d  it  and  said  it  was  satis- 
factory; do  you  remember  that  occasion? 

Mr.  Buxton.  Yes.  sir, 

Mr.  Graham.  AVell.  what  have  you  to  tell  this  committee  about 
ihe  circumstances  of  that  particular  thing?  I  suppose  that  is  the 
reason  you  are  brought  here  and  if-  you  know  anything  about  the 
facts  from  your  own  personal  knowledge  we  would  be  glad  to  hear 
them. 

Mr.  Buxton.  Why,  in  a  general  way,  I  had  a  knowledge  of 
black  steel  sheets,  from  inquiry  from  tfie  Director  of  Sales  Office 
and  also  from  the  machinery  and  engineering  division,  who  sold 
considerable  tonnage  of  steel  sheets  in  negotiating  these  claims  and 
by  inquiring  from  Mr.  Phillips  in  Philadelphia,  who  I  thought  was 

Mr.  Graham,  (interposing.)     Who  is  he? 

Mr.  BnxTON.  Mr.  Vernon  Phillips  is  the  president  of  F.  K.  Phillips 
A  Sons  Co..  of  Philadelphia.  He  was  chairman  of  the  subcommittee 
of  the  War  Industries  Board  on  scrap  iron  during  the  war. 

Mr.  Graham,  What  does  the  firm  of  Phillips  &  Sons  do? 

Mr.  Buxton.  They  are  handlers  or  jobbers  of  iron  and  steel 
products. 

Mr.  Graham.  Iron  and  steel  products  or  scrap  iron;  which? 

Mr.  Buxton.  Iron  and  steel  products  is  their  principal  business. 
Mr.  Phillips,  however,  has  a  knowledge  of  the  scrap  business;  they 
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do  a  scrap  business.  He  is  also  chairmao  of  the  board  of  directora 
of  PeriTi  Buxton  &  Doan  Co.,  scrap  iron. 

Mr.  Graham.  I  imagine  no  member  of  your  family  is  connected 
with  this  firm,  are  thej'? 

Mr.  Bdxton.  Yes,  sir. 

Mr.  Graham.  Which  one! 

Mr.  BnxTON.  My  fatlier  is  president  of  the  Perry,  Buxton  & 
Doan  Co. 

Mr.  Graham.  And  Mr.  Phillips  is  a  member  of  that  company! 

Mr.  Bdxton.  Yes,  sir. 

Mr.  Graham.  And  your  father  is  in  tlie  scrap  metal  business! 

Mr.  Bdxtok.  Yes,  sir. 

Mr.  Graham.  Was  that  your  business  prior  to  entering  the  war? 

Mr.  Bdxton.  Yes,  sir. 

Mr.  Graham.  So  you  referred  the  matter  to  Mr.  Phillips! 

Mr.  Blixti>n.  Yes,  sir;  that  was,  I  simply  checked  what  other  infor- 
mation I  had.  I  was  endeavoring  to  get  all  the  information  1  could 
about  steel  sheets. 

Mr.  GR.*rrAM,  Well,  who  did  vou  talk  to  in  the  Director  of  Sales 
Office? 

Mr.  Bi:.\TON.  Capt.  Williams. 

Mr.  Graham.  Williams;  who  is  he? 

Mr.  BirxTOX.  There  is  a  raw  materials  section  in  connection  with 
the  Office  of  Director  of  Sales,  and  he  has  charge  of  the  iron  sales,  as 
I  understand  it.  That  is,  they  have  large  quantities  of  raw  materials 
in  consequence  of  the  stopping  of  all  these  orders,  and  which  the  Gov- 
ernment is  selling;  receiving  proposals  in  all  the  different  zones,  and 
he  has  some  duties  in  connection  with  that  office. 

Mr,  Graham.  Is  he  a  foimer  civilian,  or  is  he  a  Regular  Army 
officer ! 

Mr.  Ilrxrox.  I  do  not  know.  sir. 

Mr.  (Jraham.  Well,  who  else  did  you  talk  to  in  the  departments, 
Mr.  Buxton  ( 

Mr.  BrxTON.  I  talked  with  Capt,  Moore,  the  negotiating  officer  in 
this  case. 

Mr.  Graham.  The  one  that  made  the  contract? 

Mr.  BrxTON.  Ye.s.  sir;  I  think  he  is  called  the  negotiating  officer. 

Mr.  Graham.  The  negotiating  oflicer  is  usually  the  man  that  has 
charge  of  the  actual  fixing  of  the  contract  ? 

Mr.  BnxTON.  I  am  not  thoroughly  familiar  with  that,  Mr.  Graham ; 
I  don't  know. 

Mr.  Graham.  All  right.  Now,  you  talke<l  with  Capt.  Williama 
and  Capt.  Moore,  was  it,  and  Mr.  Phillips? 

Mr.  Bdxton.  Yes,  sir. 

Mr.  Graham.  Did  you  you  say  you  are  a  member  of  this  firm! 

Mr.  Bd.xton.  Not  now,  sir ;  I  resigned  in  June,  1917. 

Mr.<iRAnAM.  Now, proceed, and  tell  anythingfurther  thatyoudid. 

Mr,  Buxton.  By  consulting  these  people  that  I  have  mentioned 
and  from  my  own  general  knowledge,  I  came  to  the  conclusion  that  2 
cents  a  pound,  f.  o.  b.  Youngstown.  was  a  fair  salvage  value  for  the 
steel  sheets  in  question,  and  so  certified. 

5{r.  Graham.  Now.  what  did  you  then  do,  if  anything,  Mr. 
Buxton? 
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Mr.  BuxTOX.  I  told  Col.  Goetz  of  my  decision  in  this  particular 
matter.  He  was  the  salvage  member  of  the  board,  and  I  am  work- 
inff  as  sort  of  an  assistant  to  him,  or  in  his  office. 

Mr.  Grahau.  Yes, 

Mr.  Buxton.  And  I  signed  my  name  across  the  brief  of  the  claim 
certifying  that  the  salvage  sales  were  O.  K. ;  I  simply  pinned  a  slip, 
as  we  generally  do.in  handing  the  claims  back  and  forth,  as  they  are 
forwarded  from  one  office  to  another,  stating  that  I  thought  the  sal- 
vage values  were  satisfactory,  and  satisfactory  settlements  to  the 
Government  and  to  the  claimant. 

Mr.  Graham.  That  concluded  your  connection  with  this  particular 
matter,  did  it? 

Mr.  BriTON.  Yes,  sir. 

Mr.  Grahah.  Do  you  want  to  ask  him  anything,  Mr.  Jefferis? 

Mr.  Jefferis.  Mr.  Buxton,  why  would  steel  ingots  be  treated  as 
scrap? 

Mr,  BtXTOX.  Well,  how  do  you  mean,  treated  us  scrap? 

Mr.  .IEFI--EBIS.  I  mean,  spld  as  scrap? 

Mr.  Buxton.  There  are  a  good  many  reasons  for  that.  I  think.  Tt 
all  dppends;  on  the  general  business  ronditions  of  the  country.  As  I 
understand  it,  the  conditions  jiist  after  the  armistire,  th''ie  was  a 
tremendous  quantity  of  all  kinds  of  billets,  steel  bars,  and  of  various 
kinds  that  were  to  be  used  in  the  various  Government  contracts  and 
it  represented  a  large  surplus,  and  as  you  know,  the  conditions  after 
the  amiistii'C  were  unsettled  and  there  was  no  market  for  the  mate- 
lial;  that  is,  the  mills  were  not  buying  freely;  a.s  a  matter  of  fact, 
they  were  buying  very  little. 

!k(r.  Jefffbis.  Well,  vou  don't  mean  to  sny  that  that  continued  up 
until  July,  do  you.  of  1919? 

ilr.  Buxton.  I  think  it  continued  very  close  to  July.  I  think  the 
steel  market  began  to  look  bethir  around  June  or  July. 

Mr.  Jer»-KRi8.  The  steel  inirots.  as  a  matter  of  fact,  is  not  s^rap? 

Mr.  Buxton.  It  is  a  manner  of  scrap ;  they  use  a  large  percentage 
in  making  scrap. 

Mr.  Jefferis.  What  are  steel  ingots  used  for! 

Mr.  BrxTox.  It  is  a  semifinished  product;  an  ingot  is  on  its  way 
to  be  made  into  some  finished  pi-oducts  like  steel  sheets  or  steel  bars. 
It  h  simply  the  first  process. 

Mr.  Jr.Fi''ERTS.  It  is  ftdvanc"d  beyond  what  you  would  really  call 
i=crap  iron,  isn't  it;  it  has  gone  through  one  process  at  least! 

Mr.  BrxTOX.  It  has  been  melted. 

Mr.  Jefferis.  Well,  it  is  on  its  way  to  berome  steel  sheets  or  what- 
ever it  is  to  be  manufactured  into? 

Mr.  Buxton.  It  is  a  semifinished  product. 

Mr,  Jeffbris.  Why  should  they  be  treated  as  scrap? 

Mr.  Buxton.  Scrap  iron  is  on  its  way  to  be  made  into  sheets;  it  is 
one  process  more  than  scrap. 

Mr.  Je»teiii8.  Then  it  should  be  worth  more  than  scrap ! 

Mr.  Buxton.  It  is  worth  the  labor  more. 

Mr.  Jefferis.  The  labor  is  considerable! 

Mr.  Buxton.  It  has  been. 

Mt.  Jefferis.  And  rather  expensive! 

Mr.  Buxton.  Yes;  I  think  so. 
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Mr.  Jefferis.  It  has  been  an  inquiry  in  my  mind  as  to  why  steel 
ingots  should  be  looked  upon  as  what  you  would  call  scrap  for  the 
purposes  of  sale,  " 

Mr,  Buxton.  They  are  not,  necessarily.  You  would  base  the  price 
of  the  steel  ingots,  or  the  value  of  the  steel  ingots,  comparing  it  to 
the  price  of  pig  iron  going  into  the  manufacture  of  a  steel  ingot. 
In  arriving  at  the  cost  of  the  ingot  you  take  the  cost  of  the  raw 
material  plus  the  cost  of  labor,  and  that  is  what  this  was. 

Mr.  Jefferis.  Had  the  Crovemment  fixed  any  price  so  far  as  you 
know  during  the  war  on  st«el  ingots?. 

Mr.  BuxTois.  I  could  not  answer;  I  do  not  know. 

Mr.  Jefferis.  Do  you  know  whether  it  had  fixed  any  price  on  scrap 
iron? 

Mr.  BuxTox,  I  believe  it  had. 

Mr.  Jefferis.  What  was  that? 

Mr.  Buxton.  $30,  T  believe. 

Mr.  Jefferis.  A  tont 

Mr.  Buxton.  A  gross  ton ;  yes,  sir. 

Mr.  Jefferis.  Did  you  have  any  acquaintance  with  the  people  con- 
nected with  the  Briar  Hill  Co.? 

Mr.  Buxton.  No,  sir. 

Mr.  Jefferis.  Were  any  of  them  in  Washington  here  during  the 
time  that  vou  were  investigating  this  claim? 

Mr.  Button.  Of  the  Briar  Hill  Co.,  that  is? 

Mr.  Jefferis.  Yes.  sir. 

Mr.  BoxTON.  Not  to  my  knowledge. 

Mr.  Jefferis.  Did  this'  Mr.  Moore  that  you  speak  of  insist  on  the 
adjustment  that  he  had  apparently  made  at  the  inception  of  the 
settlement  ? 

Mr.  BnxTON.  Not  necessarily  in  the  Briar  Hill  case,  except  that 
any  negotiating  officer,  of  course,  is  sure  of  his  settlement.  It  is  his 
best  judgment,  and  he  simply  told  me  that  he  thought  that  was  the 
best  settlement  that  he  could  reach,  or  rather  in  his  judgment  it  was 
a  good  settlement  to  the  Government.  He  did  not  necessarily  insist 
on  it. 

Mr.  Jefff.ris,  Now,  Mr.  Buxton,  isn't  it,  as  a  matter  of  fact,  the 
policy  of  this  claims  board  to  settle  at  all  hazards,  if  possible,  with 
the  contractors  and  have  them  keep  the  material?  Isn  t  there  a  dis- 
position to  give  in  to  them  a  little  m  order  to  get  a  settlement? 

Mr.  Buxton.  No,  sir. 

Mr.  Jefferis.  How  is  that? 

Mr.  Buxton.  Not  necessarily;  not  at  all  hazards,  or  to  have  them 
give  in.  My  experience  with  the  claims  board  has  been  that  they  have 
Been  very  just  to  the  Ciovemment  and  to  the  contractor. 

Mr.  Jefjiiris.  Of  course  all  the  contractors,  I  suppose,  want  it  as 
near  for  nothing  as  they  can  get  it — the  salvage ! 

Mr,  Buxton.  No:  the  contractoi's  have  followed  a  form.  Circular 
111,  in  makingout  claims,  which  entitled  them  to  put  in  various  kinds 
of  expenses.  But  I  should  say  most  of  the  contractors  are  very  fair 
and  honest  in  their  settlement. 

Mr.  Jefferis.  Do  you  think  some  of  them  put  in  some  expenses  that 
they  would  not  put  in  had  it  not  been  for  Circular  111  ? 

Mr.  Buxton.  That  I  do  not  know. 
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Mr.  Jefferis.  It  gave  them  pretty  broad  latitude  to  put  in  expenses 
for  .special  facilities^ 

Mr.  Buxton.  Well,  it  covered,  I  suppose,  a  condition  existing  all 
over  the  country ;  about  as  good  a  general  circular  as  you  could  make 
up  in  the  settlement  of  these  things. 

Mr.  Jeffebis.  Well,  yon  spoke  also  with  another  one  besides  Capt. 
Moore:  who  was  that? 

Mr.  BrxTON.  I  spoke  with  Capt,  Williams. 

Mr.  JEFrERis.  What  is  his  business? 

Mr.  Buxton.  He  is  connected  with  the  office  of  the  Director  of 
Sales — the  Kaw  Materials  Branch,  I  think  it  is  called.  He  tabulates 
all  the  saleK  made  in  the  different  zones  of  raw  materials;  that  is,  he 
has  that  information  at  hand,  I  believe.  I  do  not  know  just  what 
his  duties  are. 

Mr.  .Iefferir.  Do  you  know  anything  as  to  his  qualifications  as  to 
metal  values? 

Mr.  Buxton.  T  don't  know  what  his  business  was  prior  to  the  war. 
I  assume  that  he  wa.s  holding  a  responsible  position,  as  with  the 
<jiovemnient  now. 

Mr.  Jefferis.  What  you  did,  as  I  understand  it,  you  talked  with 
AVillianL-^.  and  Philips,  and  Moors,  and  the  information  you  got  from 
them,  plus  your  experience  before  you  want  into  the  war^  you  recom- 
mended this  settlement? 

Xfr.  Buxton.    Yes,  sir. 

Mr.  Jeffebis.  Did  you  make  any  extended  re.searcli  as  to  the  value 
of  j^teel  ingots  in  any  other  way  ? 

Mr.  BcxTON.  No,  sir;  I  compared  the  prices  on  scrap  iron  at  the 
time.  When  the  contract  was  placed  and  during  the  war,  $30  a  ton 
was  the  price  at  the  time  the  claim  was  negotiated. 

Mr  jEFf-ERis.  What  was  the  price  at  the  time  of  scrap  iron  ? 

Mr,  Buxton.  During  the  war  it  was  $30  a  ton  and  at  the  time  the 
claim  was  negotiated  Ithink  the  price,  if  my  recollection  is  correct — 
without  referring  to  the  paper — I  think  it  was  around  $15.60;  $15.50 
to  j^iO.OO.    That  could  be  verified  by  quotations  fram  trade  papers. 

Mr.  .Teffekis.  Had  the  Government  taken  off  the  ban,  so  to  speak, 
fnmi  the  price  that  was  fixed  for  .scrap  at  that  time? 

Mr.  Bcxton.  Yes,  sir. 

Mr.  Jefteris.  Xow,  what  do  you  mean  by  the  time  when  this  wiis 
negotiated  ? 

Sir.  Buxton.  Wei,  I  refer  to  the  dates 

Mr.  Jeffebis  (interposing).  That  is,  the  settlement  was  nego- 
tiated i 

Mr.  Buxton.  Well,  I  refer  to  the  date  in  May.  I  think  it  was  the 
time  the  claim  was  negotiated  between  the  claimant  and  the  negotiat- 
ing officer. 

Mr.  Jeffebis.  Does  the  department  follow  the  policy  of  going  into 
the  prices  and  values  at  the  time  that  the  negotiating  officer  nego- 
tiates with  the  claimant,  or  when  it  comes  to  you? 

Mr.  Buxton.  I  don't  know  as  I  understand  your  question. 

Mr.  Jeftehis.  Well,  this  claim  of  the  Briar  Hill  Co.  could  not  have 
reachecl  your  hands,  I  take  it,  until  some  time  the  latter  part  of  July, 
1919? 

Mr.  Buxton.  Yes,  sir. 
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Mr.  Jeiteris.  Now,  if  I  understand  j'ou  correctly,  the  negotiating' 
ofBcer  was  dealing  with  the  Briar  Hill  Co.  in  an  effort  to  settle 
it  some  time  in  May,  1919? 

Mr,  BuxTOK.  I  think  I  am  correct,  yes,  sir. 

Mr.  Jefferis.  Now,  do  you  try  to  settle  it  as  if  the  time  the  nego- 
tiating officer  took  it  up  or  the  time  it  comes  to  you  ? 

Mr.  Buxton.  We  necessarily — we  should — settle  these  claims  at 
the  time  of  the  settlement  with  the  negotiating  officer.  In  cases 
where  the  Government  will  benefit  by  the  rise  in  market,  if  the  con- 
tractor is  disposed,  he  will  grant  the  Govermnent  the  difference. 

Mr.  Jefteris.  Why  do  you  say  it  should  settle  with  them  at  the 
time  the  negotiations  begin  by  the  negotiating  officer  on  the  value 
at  that  time? 

Mr.  Buxton.  In  this  particular  case,  you  mean  ? 

Mr,  Jefteris.  No;  in  every  case. 

Mr,  Bdxton.  I  don't  know  as  I  understand  your  question  again. 

Mr.  Jbfferis.  Well,  as  I  understand  it,  you  generally  settle  on  the 
values  that  are  ascertained  or  the  market  conditions  as  they  exist 
when  the  neeotiating  officer  takes  up  the  settlement,  unless  there  has 
been  some  violent  change  in  the  price  and  value  of  such  commodity ; 
I  am  speaking  generally. 

Mr.  Buxton.  Then  what  is  the  question! 

Mr.  Jrffehis.  Well,  I  asked,  do  you  try  to  settle  on  the  basis  of 
values  as  of  the  time  when  the  negotiating  officer  negotiated  the 
settlement,  or  the  subsequent  value  when  it  reaches  your  Claims 
Board? 

Mr.  Buxton.  No;  at  the  time  the  claim  is  negotiated  with  the 
negotiating  officer  and  the  claimant. 

Mr.  Jefferis,  I  believe  that  is  all, 

Mr,  Graham,  Mr.  (Jarrett,  do  you  care  to  ask  anything? 

Mr.  Garrett,  Mr.  Buxton,  as  I  understand  the  matter,  this  Briar 
Hill  Steel  Co.'s  claim  was  predicated  upon  several  different  transac- 
tions 1 

Mr.  Buxton,  I  believe  so, 

Mr.  Garrett.  The  Government  purchased  from  this  company  cer- 
tain quantities  of  standard-gauge  steel  sheets! 

Mr.  Buxton.  Yes.  sir. 

Mr.  Garrbtt.  And  also  purchased  ingots;  that  is  correct,  is  it! 
The  Government  also  purchased  ingots  from  them  ? 

Mr.  Buxton,  On  the  original  contract,  you  mean? 

Mr.  Garrett.  Yes, 

Mr.  Buxton,  No,  sir.  I  am  not  familiar  with  that;  that  is  really 
not  my  function, 

Mr.  Garbeit.  Then  the  ingots  that  are  in  question  here  were  either 
purchased  by  this  company  for  the  purpose  of  makini;  these  corru- 
gated sheets  of  roofing  or  were  purchased  by  that  company  for  that 
purpose? 

Mr.  Buxton,  Yes,  sir. 

Mr.  Garrett,  When  it  came  to  the  matter  of  settlements  then  there 
was  a  settlement  for  certain  steel  sheets  that  had  been  finished? 

Mr.  Bdxton.  Yes,  sir, 

Mr,  Garrett.  And  there  was  also  settlement  for  the  ingots  that 
were  in  the  raw  state? 

Mr.  Buxton.  Yes,  sir. 
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Mr.  Gahbbtt.  Now,  this  memorandum  that  has  been  referred  to 
seems  to  have  been  with  reference  to  the  steel  sheets  and  not  the 
ingots;  is  that  your  recollection? 

'*Not  recommended;  salvage  value  of  $2  cwt.  on  steel  sheets 
and  the  ingots. 

Mr.  Garhett.  And  the  ingots? 

Mr,  BcxioK.  Yes,  sir. 

Mr.  Garrett.  Now.  it  is  in  evidence  here  that  at  one  time  R.  R.  W. 
«"ho  appears  to  be  Mr.  B.  R.  Wright,  in  passing  upon  this  claim 
made  the  following  indorsement : 

"  Not  recommended ;  salvage  value  of  $2  cwt,  on  steel  t^heets 
is  entirely  out  of  line;  market  price  since  April  has  been  $4.35  per 
cwt.  for  black  sheets  and  $^.65  for  corrugated;  suggest  reduction 
from  face  of  award  of  at  least  $5,000." 

And  that  was  refered  to  Maj.  Holder.  Now,  was  it  after  that 
indorsement  that  this  matter  came  into  your  hands  for  investigation  ? 

Mr.  Boston.  Yes,  sir, 

Mr.  Gabbett.  Now,  tell  the  committee,  please.  Mi-.  Buxton,  just 
exactly  what  you  did  in  the  way  of  investigation  under  that  partic- 
ular indorsement  of  Mr.  Wright.  What  steps  did  you  take  to  ascer- 
tain  the  facts? 

Mr.  Bdxton.  I  first  noted  that  the  quoted  prices  as  quoted  in  the 
trade  journals  was  $4.35  per  100  pounds;  that  was  for  several 
nioiths 

Mr,  Garrett  (interposing).  That  is,  for  black  sheet-s? 

Mr,  Bc-tTON.  For  black  sheets.  I  have  knowledge  of  at  least  one 
definite  sale  made  a  very  faw  days  b?f(ire,  a  .short  time  liefore,  of 
steel  sheets  of  the  same  character  at  $42. .'>0  per  gro.ss  ton,  which  is 
Ifss  than  2  cents  a  pound.  I  consulted  Capt.  Williams  to  see  what 
sales  were  being  made  by  his  department  and  found  better  than  $44.80 
a  gross  ton  was  being  realized,  and  I  consulted  the  negotiating  of- 
ficer. Capt.  Williams,  of  the  machinerj^  and  engineermg  division, 
principally  relative  to  the  ingots,  I  inquired  from  him  if  he  had  any 
further  knowledge  of  the  price  of  steel  sheets,  I  talked  with  him 
several  times  about  steel  sheets  and  I  knew  his  views.  Col,  Cameron 
had  previously  expressed  his  view  on  steel  sheets  and  he  was  of  the 
opinion  that  the  Government  could  realize  $44,80: 

Mr.  Graham,  Just  a  moment;  let  me  internipt;  are  you  telling 
something  now  that  he  told  you? 

Mr.  BrxTON,  Col,  Cameron? 

Mr,  Graham.  Ye.s. 

Mr.  BrXTON,  Yes,  sir, 

Mr,  Graham.  Is  Col,  Cameron  down  there  now  in  the  depart- 
ments ? 

Mr.  BrxTON.  Xo,  sir. 

Mr.  Graham.  I  don't  believe  you  want  him  to  tell  what  Col. 
Cameron  said? 

Mr.  Garrett.  Well,  I  think  his  reply  is  responsive  to  my  inquiry 
in  this,  that  J  asked  him  what  steps  he  took,  I  do  not  know  (hat  he 
need  go  into  the  details  as  to  what  Col.  Cameron  fold  him,  but  the 
fact  that  he  conferred  with  Col.  Cameron,  1  think,  is  proper, 

Mr.  Graham,  If  yon  think  it  is,  proceed, 

Mr.  BcxTON.  I  say,  I  was  of  the  opinion  that  $44.80  a  gross  ton 
was  a  fair  settlement  owing  to  the  fact  that  steel  sheets,  if  stored. 


1452  WAR  EXPEHDITURKS, 

or  if  moved  from  one  storage  place  to  another,  and  restored,  are  apt 
to  become  rusty  and  become  less  valuable. 

Mr.  Gabrett.  Tliat  is  on  the  sheets  you  speak  of? 

Mr.  BtTXTOK.  Yes,  sir. 

Mr.  Garsett.  Not  on  the  ingots? 

Mr.  Bdxtox.  Not  on  the  ingots;  no,  sir. 

Mr,  Garrett.  And  then  did  J'ou  make  any  other  investigntion'^? 

Mr.  Buxton.  Then,  as  I  said  before,  I  talked  with  1V&.  Phillips, 
of  Philadelphia,  to  get  his  view  of  the  matter  and  he  stated  that  lie 
thought  that  the  settlement  was  a  good  settlement  for  the  Govem- 
ment. 

Mr.  GARREiT,_Was  he  interested  in  any  way  in  this  contract? 

Mr.  Buxton.  No,  sir. 

Mr.  Gahrett.  What  was  the  Briar  Steel  Co. — what  was  their  claim 
on  the  original,  do  you  remember? 

Mr.  Buxtok.  The  amount,  you  mean? 

Mr,  G.^rrett.  No;  I  mean  per  hundredweight. 

Mr,  BtrxTON.  Why,  they  offered  to  buy  the  steel  slieets  back  for  2 
cents  a  pound;  they  offered  to  buy  back  the  ingots,  I  believe,  at 
$31.57  per  gross  ton'. 

Mr.  Gabrett.  How  long  did  you  have  this  under  investigation,  do 
yon  remember? 

Mr.  Buxton,  1  think  that  claim  was  given  to  me  soon  after — prob- 
ably the  next  day  after  1  became  connected  with  Col.  Goetz,  and  I 
think  the  date  of  my  final  approval  is  on  the  brief. 

Mr.  Garrett.  That  was  the  latter  part  of  July  that  you  became 
assistant  to  Col.  Goetz? 

Mr.  Buxton.  Yes.  sir. 

Mr.  Garrett.  And  you  made  the  two  indorsements,  did  you;  one 
on  the  brief  and  one  independent  of  that! 

Mr.  Buxton.  Yes.  sir, 

Mr.  Gabrett.  Well.  I  hand  yon  this  paper  here  which  wa.s  handed 
to  me  by  some  gentleman  from  the  department  jnst  now  [handing 
the  paper  to  the  witness];  it  reads: 

l{M-<miiiicinl  j^i-ltlpitii-iit ;  liiiw  clii'i'kiil  Ilie  shIvjiK''  t'fTfrs  mrcfull.v  iiikI  they 
are  pimd.     Wm.   S.  ». 

1.1  that  your  indorsement? 

Mr,  Hu.xTON.  Yes.  sii-. 

Mr.  Gabrett.  That  doi'-s  n<it  seem  to  be  dated.  Do  you  know  about 
■when  that  was  made? 

Mr.  Buxton,  That  was  on  the  same  dav  that  I  O.  K'd  the  brief; 
I  do  not  know  that  date.    It  Is  on  the  brief. 

Ml".  Garrett.  Is  that  it  [handing  a  paper  to  the  witness]  ? 

Mr.  Buxton,  Yes.  sir;  August  II,  1919. 

Mr.  (Jarhett,  And  that  writing  across  the  face  of  the  brief  is 
"  salvage  value  O.  K.  Wm.  S.  Buxton,  Aug.  11th,  1919."'  Is  that  cor- 
rect? 

Mr.  Buxton.  Yes,  sir. 

Mr.  (lARRi'nT,  And  that  other  indoi'sement  was  made  the  same 
day? 

Mr.  Buxton.  \  es,  sir. 

Mr,  Garrett.  Do  you  know  whether  this  Briar  Hill  Steel  Co. 
manufactured  the  ingots  which  they  used  or  did  they  buy  thein? 
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Mr.  BcxToN.  I  do  not  know  as  I  can  answer  that  truthfully  right 
now.  I  have  known.  I  did  know  at  the  time  I  investigated  this.  I 
have  not  refreshed  my  memory  on  it.  My  impression  was  that 
they — I  can  not  say;  I  really  don't  know.  It  is  either  one  way  or 
the  other,  and  I  don't  know. 

5Ir.  Garbett,  Well,  at  any  rate,  it  is  in  evidence  that  they  charged 
tlie  Government  was  9^07  gross  tons  of  ingots  at  $48,17  per  gross 
ton ;  did  you  make  any  investigation  as  (o  that  ? 

Mr.  Bu-XTox.  Yes,  sir;  I  asked  Capt.  Moore  particularly  if  he  had 
checked  the  cost  and  how  he  arrived  at  it,  and  he  told  me  that  he 
haH  Ixjen  over  it  thoroughly, 

Mr,  Gahbett.  You  did  not  personally  check  the  costs? 

Mr.  Buxton.  Xo,  sir;  we  assumed  that  the  costs  had  been  thor- 
oughly audited. 

Mr.  Gahhett.  And  they  retained  the  ingots  at  a  salvage  value  of 
$.■{1.57  per  ton? 

Mr.  Buno?;.  Yes.  sir. 

Mr.  Garrett.  Yon  have  stated  all  the  investigation  that  you  made 
with  reference  to  the  salvage  value  of  the  ingots,  have  you?  I  mean, 
now 

Mr.  BuxTox  (interposing).  Well,  with  the  exception  of  how  I  ar- 
rived at  my  own  decision  in  the  matter,  and  that  is  more  or  less  diffi- 
cult to  state,  except  as  the  i-esult  of  my  experience,  and  that  was  my 
best  judgment. 

Mr.  Garrett.  Did  you  know,  as  a  matter  of  fact,  whether  there 
were  any  ingots  at  that  time  moving  in  the  trade? 

Mr.  Buxton.  Ingots,  as  a  rule,  are  not  a  standard  product — that  is 
not  like  sheet  steel  or  billets — and  I  was  told  or  led  to  believe  that 
there  were  probably  no  ingots  moving,  to  any  large  extent,  during 
this  period,  up  to  the  time  of  settlement.  However,  I  neglected  to  say 
before  thai  the  Ordnance  Department  had  told  me  of  the  sale  of 
ingots  lieing  made  some  time,  I  believe,  in  April,  if  I  am  not  mis- 
taken, at  a  considerably  less  price,  and  I  have  that  price  somewhere, 
I  have  a  recoi'd  of  it.  but  it  was  considerably  less. 

Mr.  .TeI'Teris.  Than  31 

Mr.  BrxTON  (interposing).  Than  $31.57. 

Mr.  .Tekferis.  Than  $31.57? 

Mr,  BuxTox.  Yes.  sir. 

Mr.  Garrett.  Well,  do  you  know  whether  these  ingots  were  stand- 
ard in  size,  or  were  thev  made  to  dimension? 

Mr,  BcxTox.  AVell.  I  knew  the  size  of  those  ingots;  as  I  say,  an 
ingot  is  not  necessarily  a  standard  thing. 

Mr.  Gahkbit.  There  is  no  such  thing  as  a  standard  ingot? 

Mr.  Bi'xTOK.  Well,  that  is  a  broad  statement,  but  an  ingot  is  s 
semifinished  product.  You  might  sav  that  scrap  is  a  standard  com- 
modity, but  It  wo\dd  be  hard  to  define  a  standard  piece  of  scrap. 
I  knew  the  size  of  those  ingots. 

Mr.  Gabbett.  Now,  what  was  the  size? 

Mr.  Buxton.  There  is  a  telegram  from  the  Briar  Hill  Co.  I  think 
22  by  24  by  17  inches;  a  pretty  large  piece  of  metal. 

Mr.  Garkett.  And  they  cut  those  sheets  of  corrugated  roofing  from 
those  ingots? 
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Mr.  BnxTox,  They  are  reheated  and  rerolled,  and  then  further 
rcrolled  into  sheets.  There  are  several  processes  beyond  the  ingot 
stage. 

Mr.  Garrett.  I  guess  that  is  all. 

Mr,  Or.vham.  Mr,  Buxton,  was  the  firm  of  which  your  father  was  a 
member  doing  contract  work  during  the  war? 

Mr.  BrxTON.  No,  sir;  not  directly — not  to  my  knowledge,  and  I 
don't  think  that  they  had  any  contract  with  the  GoTemment.  I  am 
not  absolutely  sure,  out  I  feel  very  certain  of  it. 

Mr.  Graham.  Do  you  know  whether  the  Phillips  firm  or  wliether 
Mr.  Phillips  was  doing  any  war-contract  work? 

Mr.  Buxton.  No;  he  was  not.  He  gave  his  services,  I  believe, 
during  the  entire  period  of  the  war  to  the  Government, 

Mr.  Graham.  Well,  in  what  capacity! 

Mr.  BrxTON.  As  chairman  of  the  subcommittee  on  scrap  iron  of  the 
War  Industries  Board. 

Mr.  Ghaham,  Was  he  located  at  Washington? 

Mr.  BrxTOx,  I  believe  so. 

Mr.  Graham.  That  is  all. 

Now,  Mr.  Caswell,  if  you  are  ready  we  will  hear  you, 

FURTHER  TESTIHONT  OF  HE,  C.  H.  CASWEIX— Resomed. 

Mr.  Cabweij^  Mr.  Graham,  I  have  six  claims  here,  two  of  which 
I  am  interested  in ;  the  other  four  were  handled  by  Capt.  Hodson 
of  the  Chicago  depot. 

Mr.  Graham.  Interested  in  what  way  ? 

Mr.  Caswell.  In  the  termination  of  them. 

Mr.  Graham.  That  is,  you  had  something  to  do  with  terminating 
them? 

Mr.  Caswell.  I  had  nothing  to  do  with  the  four;  with  the  two  I 
had. 

Mr.  Graham.  I  see;  in  what  capacity  did  you  have  anything  to  do 
with  them  at  all? 

Mr.  Caswell.  As  contracting  officer, 

Mr.  Graham.  You  made  the  contract? 

Mr.  Casweli^  No,  sir;  in  the  termination. 

Mr.  Graham.  Negotiating  officer? 

Mr.  Casweli,.  My  title  was  contracting  officer,  the  appointment 
from  Washington. 

Mr.  Graham,  Well,  the  first  negotiations  of  settlement  were  made 
bvTOu:  were  they? 
"  Mr.  Caswell,  Yes,  sir. 

Mr,  Graham,  And  dof'S  your  name  appear  on  the  settlements! 

Mr.  Caswell,  Yes;  recommendations  to  the  board  of  review;  that 
is.  the  local  board  of  review  at  the  Chicago  depot. 

Mr,  Graham.  Well,  now,  these  claims  are  what  claims;  what  are 
the  numbers  of  them? 

Mr.  Caswelu  Claim  HC949C, 

Mr,  Graham.  'What  is  that  for;  what  was  that  contract  for? 

Mr.  Caswf.u„  That  called  for  21.000  boilers— 10.500  4i-quart,  and 
10.500  llj-quart. 

Mr.  Ghahasi.  What  is  the  other  claim? 


dt»  Google 


OBDNANCE.  1455 

Mr.  Caswell.  HC624C,  calling  for  22,500  boilers— B-gallon,  8-gal- 
k>n,  lO-gallon,  15-gallon  and  20-ealIoii. 

Mr.  Gbaham.  The  claims  we  nave  here,  Mr.  Caswell,  are  PC712, 
7fr7,  724,  and  708. 

Mr.  Caswelu  I  had  nothini;  to  do  with  the  adjustment  of  those 
contracts. 

Mr.  Gkaham.  Then  your  testimony  would  not  be  material.  Those 
are  the  only  ones  we  have  investigated.  I  think  that  b  all,  Mr. 
Caswell. 

Maj.  Holder,  of  the  claims  board,  now  suggests  to  the  committee 
the  presence  of  Miss  Nelle  Carleton,  and  suggests  that  the  committee 
call  her  as  a  witness  upon  the  question  of  the  condition  of  the  memo- 
randum of  R,  R.  Wright  and  William  S.  Buxton,  with  reference  to 
the  Briar  Hill  Steel  Co.  claim,  and  offers  to  prove  certain  facts  by 
Iier  about  those  matters.  The  committee,  having  inquired  into  it  and 
conferred,  determines  that  the  matter  is  not  material  and  will  not  be 
gone  into  by  the  committee  at  this  time. 

TESTIUOKT  OF  UB.  KOBEET  B.  WBIGHT. 

(The  witness  was  duly  sworn  by  Mr,  Graham.) 

Mr.  Graham,  What  is  your  name? 

Mr.  Wmoht.  R.  R.  Wright. 

Mr.  Graham.  Where  do  you  live,  Mr,  Wright? 

Mr.  Wkioht.  My  home  is  in  Los  Angeles, 

Mr.  Graham,  Are  you  at  this  time  connected  with  the  War  De- 
partment in  any  capacity? 

Mr.  Wri«ht.  Yes,  sir. 

Mr.  Graham.  WTiat  is  your  function  or  duty? 

Mr.  Wrwht.  Examining  the  settlements  proposed  under  the  act 
of  March  2. 

Mr.  Graham.  How  lang  have  vou  been  at  that  work! 

Mr.  Wright,  Since  last  Marcfi, 

Mr.  Graham,  And  prior  to  that  were  you  in  the  military  service? 

Mr.  Wright.  No.  sir. 

Mr.  Graham.  Or  in  the  service  of  the  Government? 

Mr.  Wright,  I  whs  connected  with  the  Labor  Department. 

Mr.  Graham,  All  during  the  period  of  the  war* 

Mr.  Wright.  No:  since  July  1,  last. 

Mr.  Graham.  In  what  capacity? 

Mr.  Wright.  In  tlie  Employment  Service. 

Mr,  Graham.  Y'oh  were  not  in  the  militarj-  service,  then,  proper? , 

Mr,  Wright.  No,  sir. 

Mr.  Graham.  What  is  your  age.  Mr.  Wright? 

Mr.  Wright,  Forty-two. 

Mr.  Graham.  Prior  to  your  working  for  the  Govcernment,  what 
was  your  business? 

Mr.  Wright,  In  connection  with  the  Employment  Service  of  the 
I>abor  Department,  for  the  supplying  of  labor  to  war  contractors. 

Mr,  Graham,  Well:  I  mean  before  the  war? 

Mr,  Wrioht.  Before  the  war,  in  the  investment  business. 

Mr.  Graham.  Loans  and  investments?  ' 

Mr,  Wbioht,  More  particularly  placing  money  for  cliejitj^ 
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Mr.  Graham.  This  committee  in  its  investigation  of  the  claim  of 
the  Briar  Hill  Steel  Co.  had  it«  attention  called  to  a  memorandum; 
we  have  what  is  said  to  be  a  copy  of  it  here;  a  photostat  copy.  This 
claim  was  referred  to  you  or  came  into  vour  pos^ssion  in  some  wax 
and  YOU  made  a  memorandum  for  Maj.  Holder,  which  has  tin- 
initials,  "ERW"  and  it  has  hei-etofore  been  read  into  the  recoiK 
in  which  you  refused  to  recommend  a  salvage  allowance  on  that  par 
ticular  claim  of  $2  per  hundredweight.  I  assume  that  niemoramlunt 
was  made  by  you,  Mr.  Wright  [handing  paper  to  Mr.  Wright]? 

Mr.  Wright,  It  seems  to  be;  it  looks  lilte  my  writing. 

Mr.  Graham.  Do  any  of  you  gentlemen  have  the  original  of  thai '; 

Maj.  Holder.  Yes,  sir  [handing  pa[>er  to  Mr.  Graham]. 

Mr.  Graham.  I  show  you  the  original  ^handing  paper  to  Mr. 
Wright]. 

Mr.  Wrioht,  Yes,  sir. 

Mr.  Graham.  Is  that  your  writing? 

Mr.  Wright.  Yes,  sir. 

Mr.  Graham.  About  when  it  was  made,  Mr.  Wright? 

Mr.  Wright.  I  can  not  recall  the  time.  I  presume  you  mean  the 
date;  I  very  seldom  put  a  date  on  the  papers,  oecanse  the  pa^wrs  are 
not  in  my  possession  long. 

Mr.  Graham.  Do  you  remember  the  reference  of  this  claim  to  you  t 

Mr.  Wright,  Not  directly ;  that  is,  I  do  not  remember  this  particu- 
lar case. 

Mr.  Graham.  Weil,  I  may  say  to  you  incidentally  that  the  claim 
in  this  particular  case  arose  out  of  some  steel  sheets;  the  contractor 
had  taken  the  contract  for  the  making  of  steel  sheets  to  be  used,  pre- 
sumably, for  roofing,  and  when  he  came  to  settle  his  contract  he  nad 
a  large  number  of  those  on  hand,  some  of  them  corrugated  and  some 
of  them  not  corrugated;  he  offered  to  pay  salvage  value  of  $2  a 
hundredweight  for  them,  and  then  evidently  the  matter  was  referred 
to  you  and  you  made  this  memorandum.  Do  you  remember  anything 
abr.ut  the  foundation  of  your  belief  as  made  at  that  time  as  express- 
ing your  belief  that  the  salvage  value  was  too  low  ? 

Mr.  Wright.  I  might,  for  your  information,  give  you  the  way^  I 
generally  made  or  handled  these  settlements  or  inspect«d  them:' I 
would  look  over  the  prices  and  then  I  would  consult  the  market  re- 
ports, and  if  I  found  the  market  reports  indicated  a  higher  value  I 
noted  it  and  considered  that  it  ought  to  be  investigated  as  to  why 
that  was  allowed,  but  I  did  not  pass  on  those  allowances  as  an  expert 
acquainted  with  the  facts. 

Mr.  Graham.  Well,  in  investigating  the  market  reports,  how  did 
you  do  that? 

Mr.  Wright,  I  would  take  the  trade  reports  as  they  are  published. 

Mr.  Graham.  In  the  newspapers  or  trade  magazines! 

Mr.  Wright.  In  the  trade  journals. 

Mr.  Graham.  I  suppose  that  quotations  are  made  from  time  to 
time  in  those  journals  fixing  prices  on  certain  products? 

Mr.  Wright.  I  understand  so. 

Mr.  Graham.  Do  you  know  anything  about  how  those  quotations 
are  arrived  at? 

Mr.  Wright.  No;  I  could  not  say;  they  are  used  by  the  trade,  I 
believe,  as  a  basis  for  values. 
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Mr.  Graham.  Did  you  have  occasion  in  your  work  to  use  those 
quotations  or  market  prices  right  along? 
Mr,  Whight,  To  a  large  extent. 
Mr.  Graham.  You  think  that  is  the  way  you. did  this? 
Mr,  Wrioht.  Very  likely,  because  that  was  my  general  custom. 
Mr.  Graham.  Do  you  have  any  specific  memory  about  this  particu- 
lar case? 

Mr.  WBittUT.  No  definite  recollection.  We  were  handling  a  good 
many  scttlementSjVOU  know. 

Mr,  Grahau.  They  were  going  through  there  very  rapidly,  weren't 
they  J 

Mr.  Wright,  Well,  it  depends  on  the  time.  Recently  they  have 
not  been  so  rapid  as  tliey  were  formerly.  I  might  explain  that  by 
saying  that  the  pressure  was  not  as  heavy  as  it  was  earlier. 

Mr.  Graham.  Was  tlie  pressure  pretty  hea^'y  at  the  time  these 
settlements  were  being  made? 

Mr.  Wright,  I  do  not  i-ocall  the  date  of  these. 
Mr.  Graham.  Well,  then,  at  fii-st? 
Mr.  Wright.  Yea,  sir. 
Mr.  Graham.  In  what  way? 

Mr.  SVriqht.  From  tlie  contractors  generally;  they  were  very 
anxious  to  get  their  money. 

Mr.  Graham.  And  there  was  a  great  deal  of  pressure  on  all  sides 
to  get  those  claims  through? 

Mr.  Wright.  Yes;  the  contractors  would  call  on  us  in  pei-son  and 
give  us  a  hard-luck  story,  and  so  on,  and  say  they  were  very  seriously 
m  need  of  the  money,  and  press  us  to  hurry  the  same.  At  other  times 
the  requests  would  come  from  a  Congressman  or  sometimes  from  a 
Senator. 
Mr,  Graham.  About  certain  particular  cases? 
Mr.  ■V\'bight.  Yes,  sir. 

Mr.  Graham.  Well,  I  think  that  is  all  I  want  to  ask  him.  Do  you 
want  to  ask  him  anything? 

Mr.  Jen-ERis.  Was  this  a  part  of  your  duty,  to  make  any  memo- 
randum as  what  you  thought  as  to  the  line  of  prices? 
Mr.  Wright.  Yes,  sir. 

Mr.  Jeffehis.  Did  that  memorandum  of  yours  in  all  cases  be 
come  a  part  of  the  records  of  the  case? 

Mr,  Wright.  I  can't  say  about  the  intention  of  it.  PFobably  it  was 
not.  because  I  am  reporting  to  a  superior  my  personal  opinion  of  a 
settlement. 

Sir.  Jefferis,  And  you  did  not  know  that  your  memorandum  was 
to  become  a  part  of  the  regular  files  then  in  the  case? 
Mr.  Wright.  I  could  not  say  as  to  that, 

Mr,  Jefferis.  Well,  now.  as  you  in  a  particular  case  like  this,  when 
you  did  make  a  memoranaum  like  this,  that  seemed  to  question  the 
salvage  value  of  an  article,  that  would  go  to  your  superior  for  his 
investigation,  would  it? 

Mr.  Wright.  Yes,  sir;  his  action,  wliatever  he  thought  was  neces- 
sary'. 

Mr.  Jefferis.  And  then  he  would  either  approve  or  disapprove 
the  claim  or  the  salvage  value? 

Mr.  Wright.  Well,  I  don't  know  what  action  he  wou]d  take. 
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Mr.  Jeffehis.  Well,  he  did  not  necessarily  have  to  act  on  your 
memorandum  at  all,  as  I  understand  it? 

Mr.  Whioht,  No,  sir. 

Mr.  Jefferis.  In  other  words,  that  was  simply  for  his  information, 
as  I  understand  it? 

Mr.  Wright.  That  is  it  exactly. 

Mr.  Jefferis.  And  no  matter  what  your  superior's  action  was  it 
did  not  come  back  to  you  in  any  way  for  your  judgment  in  any  par- 
ticular case. 

Mr.  Weight,  Very  seldom,  unless  he  wished  to  talk  it  over  with 
me.  I  was  sometimes  asked  to  go  into  a  matter  a  little  more  thor- 
oughly than  my  memorandum,  to  explain  my  reasons  for  arriving  at 
the  memorandum. 

Mr.  Jefferis.  Do  you  remember  your  superior  calling  op  you  for 
any  explanations  about  your  memorandum  m  the  Briar  Hill  matter? 

Mr.  V'^RiGHT,  I  have  no  distinct  recollection  of  it. 

Mr.  Jefferis.  As  I  understand  you,  your  duties  did  not  call  on 
you  to  write  out  any  formal  approval,  one  way  or  in  the  other  in 
these  matters? 

Mr.  Wright.  No,  sir. 

Mr.  Jefferis.  You  were  sort  of  examining  it,  1  understand,  for 
your  superior? 

Mr.  Wright.  Yes,  sir. 

Mr.  Jefferis.  And  making  memorandum  as  to  wliat  you  thought 
about  it  to  guide  him,  rather  than  any  permanent  record  in  the  case? 

Mr.  Wright.  TImt  is  it. 

Mr.  Jepffjhs.  What  is  the  fact,  Mr.  Wright,  as  to  what  portion  of 
the  claims  that  you  have  examined  that  you  made  memorandums  on. 
on  pieces  of  paper? 

Mr,  Wbioht.  I  should  judge  the  large  majority  of  them. 

Mr.  Jefferis.  And  how  would  you  attach  your  memorandum; 
attach  it  as  a  permanent 

Mr.  Wricht  (interposing).  Very  similar  to  this;  on  such  a  slip 
as  that. 

Mr.  Jefferis.  It  would  not  be  addressed  to  anyone  in  particular? 

Mr.  Wright.  Sometimes  to  the  claims  board  and  sometimes  to  an 
individual  member  of  the  board. 

Mr.  Jefferis.  As  to  what  was  done  to  that  memorandum,  whether 
it  was  attached  to  the  files  as  a  part  of  it,  or  thrown  in  the  waste- 
basket,  or  what,  I  suppose  you  dont  know  ? 

Mr.  Waioirr.  No,  sir;  I  could  not  say. 

Hr.  Jefferis.  And  after  you  would  make  your  memorandum  on  a 
slip  of  paper  the  files  in  that  particular  claim  would  never  come  back 
to  you,  I  take  it? 

Mr.  Whioht.  No;  it  would  not  be  necessary  in  the  routing  of  the 
papers  for  them  to  come  back  to  me.  Sometimes,  if  for  instance,  my 
recommendation  was  not  followed,  I  would  be  told  why  it  was  not, 
£0  as  to  satisfy  my  own  mind  on  the  subject. 

Mr.  Jefferis.  Do  you  have  any  recollection  as  to  whether  or  not 
vou  were  told  anything  as  to  your  recommendation  on  the  Briar 
Hill  business? 

Mr.  Wright,  I  do  not  remember  the  particular  case;  there  may 
have  been  and  there  may  not. 
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Mr.  Jeffebib.  Are  there  any  other  officers  or  employees  down  there 
examining  the  claims  in  the  same  manner  and  form  that  you  do! 
Mr.  Whioht.  Yes,  sir. 

Mr.  Jepferis.  Do  they  follow  the  same  system  of  making  a  memo- 
randum on  pieces  of  paper  and  sending  it  up  with  the  files  on  pieces 
of  paper ! 

Sir.  Wbiokt.  I  presume  so. 

Mr.  Jefferis,  Have  you  ever  had  any  experience,  Mr.  Wright,  in 
ascertaining  or  learning  whether  or  not  tliese  prices  as  quoted  in  the 
trade  journals  are  considered  by  the  trade  and  the  people  that  are 
engaged  in  those  lines  of  business? 

Mr.  Wright,  No  ;  I  have  never  had  any  direct  use  of  such  figures. 

Mr.  Jefferis.  Fi-oni  what  source  or  authority  were  you  directed 
to  consult  those  trade  journals? 

Mr.  Wriqht.  I  never  had  any  authority  in  particular  for  that. 

Mr.  Jefferis.  But  you  took  that  method  of  advising  yourself  of 
what  was  supposed  to  be  the  market  price  on  certain  lines  of  ma- 
terial, did  you? 

Mr.  Wrioht.  Yes,  sir. 

Mr.  Jefferis,  And  considered  that  the  source  from  which  you 
could  get  information  on  those  subjects? 

Mr.  Wright.  Yes,  sir. 

Mr.  Jefferis,  I  believe  that  is  all. 

Mr.  Garrett.  In  the  earlier  part  of  your  testimony,  I  was  reading 
something  here,  and  did  not  catch  it.  Did  I  understand  you  to  state 
that  you  had  no  particular  recollection  as  to  this  specific  claim? 

Mr.  Wright.  Yes,  sir. 

Mr.  Garrett,  You  then  followed  your  general  policy  of  consulting 
trade  journals,  you  think,  in  this  claim  as  you  have  in  others? 

Mr.  WniOHT.  That  is  my  recollection;  I  know  that  was  my  general 
procedure. 

Mr.  Garrett.  Before  making  the  statement  contained  in  the  mem- 
orandum you  made  no  other  investigations,  except  from  the  trade 
journals? 

Mr.  Wrioht.  That  is  all. 

Mr.  Garrett.  Did  yon  say  you  were  in  the  Department  of  Labor 
at  one  time? 

Mr.  Wrioht.  Yes,  sir. 

Mr.  Garrett.  When  did  you  leave  the  Department  of  Labor? 

Mr.  Wright.  About  the  middle  of  March. 

Mr.  Garrett.  This  vear? 

Mr.  Wright.  Yes,  sir. 

Mr.  Garhfit,  Were  you  connected  in  any  way  with  that  confer- 
ence about  copper  that  was  held  there  in  the  Labor  Department 
in  January,  1919? 

Mr.  Wrioht.  No.  At  that  time  I  was  detailed  by  the  Labor  De- 
partment to  the  War  Industries  Board;  just  after  the  armistice 
they  detailed  me  over  there  to  look  after  the  interest  of  laborers  in 
the  cancellation  of  war  contracts;  that  is,  to  prevent  too  large  a 
release  of  labor  at  any  plant. 

Mr.  Garrett,  And  your  connection  then  with  the  Labor  Depart- 
lent  continued 

Mr.  Wright. 
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Mr,  Garrett,  Although  you  were  detailed  to  service  in  another 
department  ? 

Mr,  Wright.  Yes,  sir. 

Mr,  Graham.  I  want  to  recall  Maj.  Holder  a  moment. 

TESTIKONT  OF  HAJ.  L.  W.  HOLSES— Besomed. 

Mr.  Ghahau.  Major,  my  attention  has  been  called  to  a  conti-aft, 
or  settlement  of  a  contract  in  the  claims  board  of  which  you  ktc  a 
member,  that  it  seems  to  me  throws  some  little  sidelight  on  some  of 
the  matters  we  are  investigating  here.  Do  you  remember  a  claim 
of  the  Sheet  Metal  Specialty  Co.,  of  Follansbee,  W.  Va.,  that  went 
to  your  claims  board! 

Maj.  Holder.  I  do  not  remember  it  offhand,  sir. 

Mr.  Grahasi.  For  7,500  bread  boxes.  I  have  the  files  here  [hand- 
ing papers  to  Maj,  Holder]. 

Maj.  Holder,  Yes,  sir. 

Mr.  Graham.  You  remember  the  claim  now,  do  you? 

Maj.  Holder.  Yes;  this  claim  has  been  through  our  claims  board. 

Mr.  Graham.  Now,  I  observe  that  it  is  signed  and  sworn  to  by 
John  Follansbee.  Do  you  know  whether  that  was  one  of  the  Fol- 
lansbees  that  was  mentioned  by  Mr.  Roberts  as  one  of  the  Fol- 
lansb{%  Bros.?  As  a  matter  of  fact,  don't  you  know  that  that  is  a 
subsidiary  corporation  of  the  Follansbee  Bros.,  and  John  Follamsbce 
is  one  of  the  partners? 

Maj.  HouiER.  I  don't  know;  I  was  not  here  last  night  during  Mr. 
Roberts's  statement. 

Mr.  Graham.  Mr.  Roberts  testified  that  in  order  to  justify  his 
statement  about  tin  plate  he  went  down  to  Cleveland,  Ohio 

Mr.  Garrett,  That  is  in  West  Virginia. 

Mr.  Graham,  Well,  he  went  to  see  the  Follansbee  Bro.s.,  tin-plate 
makers,  and  that  Mr.  Follansbee  told  him  that  the  value  was  a  cer- 
tain amount,  naming  it.  Now,  what  I  am  trying  to  get  at  is  whether 
you  know  that  this  Follansbee  is  a  member  of  the  same  concern  ? 

Maj.  Holder.  I  do  not  know,  sir.  I  do  not  personally  know  the 
Sliect  Metal  Co.,  of  Follansbee.  W,  Va.  This  case  seems  to  be  one 
that  went  up  from  the  salvace  member  of  the  board. 

Mr.  Graham,  You  mean  Col.  Goetz? 

Maj.  Holder.  Yes;  apparently  he  made  some  reduction. 

Mr.  Graham.  Let  me  show'you  something  in  connection  with  this 
claim.  Jjook  at  the  list  of  materials  that  is  attached  to  it  and  com- 
pare it  from  your  memory  if  you  can,  with  the  same  kind  of  material 
that  is  mentioned  in  the  Stein-Bum  claim;  20-gauge  26-coke  tin 
plate;  20-gauge  123  by  26,  ami  so  on.  Can  you  state  whether  that 
IS  the  same  kind  of  tin  plate  that  was  concerned  in  the  Stein- Bum 
settlement  ? 

Maj.  Holder.  Well,  I  could  not  say,  sir.  I  have  little  or  no  techni- 
cal knowledge  of  coke  tin  plate. 

Mr.  Gbahah.  Well,  you  could  tell  as  to  the  sizes,  couldn't  you? 

Maj.  Holder.  I  could  tell,  sir,  merely  by  comparison  of  the  desig- 
nations or  specifications  here  and  comparing  it  with  what  was  statm 
in  the  other  case. 

Mr,  Graham,  Well,  I  will  call  your  attention  to  the  statement  of 
iiie  Stein- Bum  claim  that  is  found  in  our  record  of  this  committee, 
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fouod  on  pajres  979  and  981  of  this  committee:  20-gange  36  by  120; 
20  gauge  is  here  and  seems  to  be  the  same,  only  a  little  different 
in  size. 

>Iaj.  Holder.  The  gauge  seems  to  be  the  same,  20,  but  the  dimen- 
sions seem  to  be  a  little  different;  although,  as  I  said,  I  haven't  a 
technicii)  knowledce. 

Mr.  Graham.  Now,  look  over  these  papers,  Major,  and  tell  \is 
what  was  finally  arrived  at  as  the  salvage  price  that  was  paid  by 
the  contractor  for  the  tin  plate.  After  lookmg  at  the  files  can  you 
refresh  your  memory  so  that  you  can  now  state  what  amount  was 
paiil  as  .salvage  value  on  tin  plate  on  the  claim  of  this  company? 

Maj.  Holder.  It  would  take  me  some  time  to  examine  that.  But 
I  niii  say  from  an  offhand  examination  that  Col,  Goetz,  through  his 
assistants  increased  the  salvage  offer  of  the  claimant,  and  the  first 
item  of  the  memorandum  of  agreement  of  September  3,  wliich  appar- 
entlv  is  the  basis  of  the  negotiation,  apparently  increases  the  salvage 
$1,489.82:  there  Is  also  a  further  sum  of  $484.26,  and  a  further  sum 
of  $194.66,  That  is  all  entitled,  "Ijess  additional  allowance  on  tin 
and  tinned  hoop  on  raw  material  and  commitment."  Now,  in  order 
to  analyze  that  fact  into  cents  per  pound  increase  of  the  salvage 
amount  I  would  have  to  take  some  time  to  study  all  these  papers. 
I  would  have  to  analyze  the  original  statement,  also  the  brief  of 
settlement  recommended  by  the  zone  and  procurement  divisions,  and 
it  is  entirely  possible,  sir,  tliat  after  all  that  is  done  it  would  be 
difficult  to  reduce  the  matter  down,  unless  each  one  of  the  three 
items  I  have  mentioned  is  apportioned  to  a  particular  lot  of  raw 
materials.  It  is  possible — I  won't  say  it  is  the  case — that  there  is 
a  lump  sum  in  here  with  reference  to  the  increase  on  two  or  three 
different  kinds  of  raw  materials,  and  I  would  like  the  time  to 
analyze  that. 

Mr.  Graham,  Do  you  know  how  much  was  allowed  for  the  tin 
plate  that  the  Stein-Burn  people  goti  How  much  a  pound  it 
amounted  to? 

Maj.  Holder,  No.  sir;  I  could  not  say  offhand.  Of  course,  on  this 
recoixl  it  appears  that  the  award  as  finally  made  was  $15,507.15. 
The  award  as  originally  recommended — that  is,  when  it  came  to  our 
board  from  the  organization  which  had  the  initiation  of  it  from  the 
negotiating  officer — was  $17,675.89,  which,  of  course,  means  a 
.saving  of  $2,168.74,  and  that  reduction  comes  in  the  fact  that  the 
claimant  finally  agreed  to  increase  the  salvage  amount  at  which  lie 
was  to  retain  the  raw  material  in  the  settlement.  Now,  as  this  set- 
tlement is  made  up,  it  would  be  difficult  to  state  offhand  the  cents 
per  pound  or  the  exact  increase  made,  and  it  is  possible  that  I 
might  have  to  have  technical  assistance  on  that. 

Mr.  Ghah-vm,  When  was  that  settlement? 

Maj.  Holder.  The  award  was  finally  appntved  by  our  board  on 
the  loth  of  September,  1919,  The  settlement  as  recommended  was 
on  the  3d  of  September,  1919. 

Mr.  Graham.  That  is.  the  one  that  was  cancelled,  the  first  time? 

Maj.  Holder.  No;  the  original  award,  that  is,  as  recommended 
by  the  zone,  was  pat«ed — rather  recommended  by  zone  board  of 
contract  review  on  the  29th  of  July:  that  was  in  Philadelphia, 
apparently,  and  then  passed  to  our  board  and  we  sent  it  to  the 
sahage  member  for  examination  and  I  would  say  offliand  without 
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going  through  all  these  papers  that  the  salvage  member  evidently 
got  into  touch  with  the  claimant  and  had  a  further  direct  negotia- 
tioiij  as  a  result  of  which  there  was  a  reduction  made  in  the  claim. 

Mr.  Graham.  Well,  if  you  will  leave  the  stand  for  a  moment  we 
will  see  if  Mr.  Bennett  knows  any^ing  about  this,  or  knows  enough 
about  this  to  tell  us. 

RTETHEB  TESTIMONY  OF  D.  J.  BEHKETT— Eeoalled. 

Mr.  Graham.  Mr.  Bennett,  have  you  gone  over  these  papers  in 
the  claim  we  have  called  to  the  attention  of  Maj.  Holder! 

Mr.  Bennett.  Yes,  sir, 

Mr.  Graham.  Have  you  examined  all  the  papers  in  the  files? 

Mr.  Bennett.  I  thinlc  I  have. 

Mr.  Graham,  You  have  examined  them? 

Mr.  Bennett.  I  think  1  have  examined  all  that  pertain  to  the 
settlement.  There  are  duplicates  I  have  not  looked  over;  there  are 
four  duplicate  sets  here. 

Mr.  (iRaham.  What  happened  in  this  particular  claim  as  shown 
by  the  paper?  ? 

Mr,  Bexxett.  It  was  ciiiiceled,  it  seems,  by  the  war-claims  board 
on  authority  of  Maj.  Holder;  there  is  a  letter  which  he  writes  to  the 
Follansbee  concern  under  date  of  September  10  from  the  claims 
board.    Would  you  like  that  read  ? 

Mr.  Gbaham.  Yes. 

Mr.  Bennett  (reading) : 

Ski^kmkkh  111,  lfil». 
167.1  OIP-C 

Claims  Board.  Office  Director  of  Piirclmsea. 
7Ma>'  SupDly  Officer.  rhUn(Mi>lilii.  I'h. 
PC-853,  Sheet  Metal  Specialty  Co. 

1.  Award  for  $17,675.89  has  been  UisapprovBd  by  tlie  claliitx  Iwiird,  office 
director  of  purcliuiw,  nnd  luarkotl  "  canceled."  The  settlement  has  been  reae- 
gotiated  by  tlie  solvate  member  of  tbe  claims  board  and  the  claimant  has 
now  agreed  to  accept  the  sum  of  $15,507.15  In  full  payment  of  his  claim.  An 
amended  award  for  $I.Vi07.1.")  has  been  dnifteil.  ai-ceineii  by  tlie  claimant, 
and  approved  by  the  War  E>epartment  claims  board. 

2.  4Jiie  nuriilier  of  liie  new  award  fur  ?l-').-'i<J7.15  \s  forwarded  to  you  for  pay- 

Hy  authority  of  Mil'  (JuartermiiHtcr  <!enera1,  lUivrtur  of  imrchuHe  and  Mtoriise. 
I..  \V.  H'll.DKR, 
ilaj'Ji-  QiKiiifriii'i'lcr  'Vic/w,   Mi'iiiln'f  iif  ClalniK  Roai'f. 

Office  Director  of  Purchatc. 
Mr.  Gbaham.  Now,  if,  tliere  anything  in  the  files  to  indicate  why  \t 
wa.s  canceled  or  what  the  judgment  of  the  salvage  meiiiber  was! 

Mr.  Bennett.  Yes;  there  is  a  telegram  heix-,  dated  August  27, 
1919: 

AruiST  27.  1919. 
Shect  Metai.  Spechi.ty  i'o., 

PilUbvrgh,  Pa. 
Your  letter  .\uKUst  22.    We  miKurpMr  adilltional  allowance  of  1  cent  per  pound 
nn  iteniK  of  black  and  tinned  liMip  and  two  itemn  of  tin  plate.     If  not  satlii- 
factory,  lend  ns  sizes  of  material  and  we  will  eiideavor  to  And  purchaser  for 
you.    Inuueillaie  action  requested. 

TtOQERS  Claims  Board. 

Mr.  Gbaham.  Xow,  following  that  telegraui,  what  happened?  Do 
you  know  what  offer  had  been  made  of  salvage  before  thatt 
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Mr,  Bennett.  Yes,  sir, 

Mr.  Graham.  What  was  itt 

Mr.  Bennett.  The  salvage  on  the  tin  plate  was  2  cents  a  pound. 

>[r.  Graham.  Was  that  fi.\ed  on  the  original 

Mr.  Bennett  (interposing).  That  was  fixed  on  the  original  award, 
2  cents  for  tin  plate,  2^1  for  the  round  bars,  and  stripes  of  the  hoop 
iron  was  2^. 

Mr.  Graham.  Now,  wliat  answer,  if  any,  cnnie  from  tin-  FolIansU'w 
people,  or  the  Sheet  Metal  Specialty  Co.,  to  that? 

Mr.  Bennett.  Well.  I  find  a  letter  here,  dated  August  22:  here  is 
anotlier  telegram,  dated  August  18,  1919: 

AiGirsT  18,  IBII). 
!<HRET  Metal  Spcciai.tt  Co., 

fiUnburgh,  Pa.: 

In  onler  to  ^ipe^llle  M<ttt<>iiioiil  of  your  claim  f<ir  STA.  ailvise  by  wlrf  if  con- 
TMifeiit  for  repre!<entfltlve  your  company  to  cult  at  Ihls  office  on  Wednesday, 
August  20.  Ui  rpconsUlpr  salvaiK  otTers. 

RouKRH  Claims  Board. 

Here  seems  to  be  the  answer  to  that :  it  is  dated  Pittsburgh,  August 
22.  1919: 

FiTTsmniiH.  I'A.,  Augml  23,  if'ifl. 
The  RotienH  I'l^tius  RnARD, 
iror  Department. 

Room  .Vo.  ;>.522  itunitionn  Btiililing. 

Wnihington.  D,  C. 

(lEMiji^MBN :  We  (Inly  recelvetl  your  icIpKmni,  ilnteil  tlic  iStli  liisraiit.  rpmllii^ 
■K  follow  M : 

"In  onlor  to  pxp«llte  sotllem«it  of  your  claim  IT-8S3.  ailvlso  by  wire  IT 
nmrenlpnt  for  represwitatlve  your  conipiiny  to  cnll  nt  this  office  on  Weilnesduy. 
Anenst  2ft.  to  reconsiiler  unlvaKe  oftera." 

We  Immed lately  called  you  on  the  telephone,  and  In  coiiversallnn  with  Mr. 
Bu\tiin  we  nere  InrnmKHl  that  claim  No.  PC-S-'iS.  mentioned  In  your  tplein"uiii. 
hail  reference  to  cancellation  am'eement  1239.  contract  H<'-9B7r.  We  wi  h  in 
ronflnn  mention  made  to  Mr.  Biiston  that  the  president  <jf  our  i-onipany  Is  out 
if  the  cliy  on  vnoatlon,  and  It  will  not  Iw  possible  for  a  reiiresen'atlve  of  this 
nmipany  to  call  upon  you  at  this  time  retcardlng  adjustaient  of  ILls  contract. 

As  nifnlloneil  to  you.  Ibc  cxtruorilinary  delay  hi  ndjastnieut  ami  settlement 
of  (bis  cinim  has  ciniMHt  us  icrent  ln<-OHventcnce  ami  loss,  and.  In  addition, 
ninjtidprabio  espenw  and  time  has  beeu  taken  up  HHiir  claims  with  the  aone 
rapply  ufllce  In  this  city,  with  the  zoiie-supply  offl<-e  In  l>hlladel|)hla,  and  also 
Ihe  Reneral  siipplleM  division.  Washington,  and  a  lon^  correspondence  In  rela- 
tion thereto.  Representatives  of  the  (iovernment  have  called  uiion  uh  and 
chpcbeil  up  our  claim  iteveral  times. 

We  understimd  from  your  telegram 'and  ronveraatlon  that  you  wish  us  to 
reconsider  the  sulvaRe  values,  claiming  that  we  should  make  allowimce  for  tiie 
tin  plate  at  the  rate  of  3  cents  inslead  of  2  cents  per  pound.  We  desire  to 
Bay  that  this  entire  matter  has  been  (;one  Into  several  times  with  Capt.  Curl  W. 
Bllw,  Mr.  Charles  W.  Arpe.  of  the  (teneral  supplies  dlvlstim,  with  the  repre- 
fientative  of  the  zone  office  In  thla  city  early  last  year,  and  with  Capt.  K.  H. 
Orchard,  iteneral  suiiplles  division.  Philadelphia,  Pa.,  and  the  claim  checkiil 
over  In  detail  and  aereement  made  that  the  salvafie  prices  were  satisfactory. 
»nd  we  received  permission  from  the  three  parties  mentioned  above  to  sell  the 
DiaterlRl  at  the  t>pflt  prlcea  obtainable.  Considerable  of  the  mnterlal  has  been 
«old.  following  these  Instructions,  at  the  price  mentioned — 2  cents  per  pound. 
It  aeems  very  extraordinary  and.  In  our  opinion,  unreasonable  and  unfair, 
that  after  more  than  nine  montha  from  the  time  of  the  suspension  of  the 
mntract.  we  are  asked  to  consider  aalvaiiie  values,  which,  as  above  staieil.  have 
been  checked  over  a  fireat  many  times  and  agreed  upon  as  belntc  satisfactory. 

In  addition  to  the  Inconvenience  and  loss  we  have  sustained  by  reason  of 
the  long  delay,  for  yon  can  realize  what  this  means  to  a  small  company  like 
otire.  we  have  Buffered  a  low  of  approilmatply  $8,000  on  account  of  the  con- 
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tract  being  Incorrectly  drawn  at  WuBhlngton,  and  not  In  aecordnnce  with  the 
verbal  contract  given  to  us,  and  for  which  we  have  evidence  utran  our  flies. 

Tl)e  uriKlnal  contract  placed  with  us  was  for  10,000  bread  boxes,  but  the 
contract  was  made  out  for  7,500  bread  boxes  only,  and  although  we  believe 
that  we  have  convinced  the  Government's  representatives  on  several  occasions 
that  we  purchasetl  all  the  necessary  material  for  the  10.000  boxes,  we  are 
compelled  to  reduce  our  claim  to  the  basis  of  7,500  bread  boxes,  in  accordance 
with  tlie  contract  incorrectly  niaile  out. 

We  regret  that  we  can  not  make  any  further  allowance  on  the  salvage  values, 
for  nearly  all  the  material  has  been  sold  nt  the  price  agreed  upon. 

If  you  have  offers  for  the  material  which  we  still  have  in  stock  at  a  higher 
price,  we  would  be  pteiiHe<l  to  have  you  refer  the  iiroHitrntlve  buyers  t<)  us. 

We  wish  to  mention  that  when  Cu|rt,  A.  S.  Orchard,  of  rhihidelphia  general 
Eupi)liea  division,  called  upon  us  last  June  to  terminate  this  cotiiract,  we  were 
given  assurance  that  there  would  be  no  further  delay  and  a  settlement  con- 
tract forwarded  to  us  very  pntmptly. 

We  sincerely  trust  that  with  the  above  Information  and  explanation,  you 
can  arrange  adjustment  and  settlement  of  tills  contract  without  delay. 
Very  truly,  yours, 

Sheit  Metal  Specialty  Co., 
WiLLiAU  L.  KitiD,  Trcaswrer. 

Mr,  Graham.  Now,  after  that,  did  this  company  finally  agree  to 
the  ;J-cent  matter? 

Ml'.  Bennett.  Yes,  sir;   they  did. 

Mr.  (iRAHAM.  Do  you  find  a  letter  in  the  files  to  that  effect? 

Mr.  Bennett.  Yes,  sir;  dated  August  28, 

Mr.  Graham.  Is  there  any  further  communication  between  the 
Government  and  them  before  they  wrote  tins  letter  so  far  as  the  files 
sliow  ? 

Mr.  Bennett.  There  is  a  telegram,  it  seems. 

Mr.  Graham,  What  was  the  telegram  ? 

Mr.  Bennett.  Thev  quote  the  telegram  in  here;  shall  I  read  the 
letter? 

Mr.  (iraham.  I  don't  think  we  need  the  whole  letter.  What  we 
want  is  how  much  salvage  was  allowed  on  this. 

Mr,  Bennett.  The  salvage  value  was  compelled  to  be  increased 
1  cent  a  jwund  on  tin  plate  and  1  cent  a  pound  on  black  hoops, 

Mr,  Graham.  Did  the  company  finAlly  agree  to  that? 

Mr.  Bennett.  Yes,  sir. 

Mr.  (ibaham.  After  the  date  of  the  formal  letter  that  you  read? 

Mr.  Bennett,  Yes,  sir. 

Mr.  Graham.  Now,  do  you  know  whether  the  award  was  made  on 
that  basis? 

Mr.  Bennett.  The,  award  was  made,  as  near  as  I  can  figure  it, 
without  getting  right  down,  on  that  basis.  That  was  the  only  reduc- 
tion, and  it  wa.s  figured  by  three  representatives  and  re  om mended 
for  settlement.  And  the  only  recommendations  that  are  changed 
is  on  the  tin  plate  and  the  other  items. 

Mr,  Graham.  Did  you  ever  figure  out  to  find  out  how  much  was 
finally  allowed  on  a  pound  on  this  tin  plate  over  the  Stein-Burn 
matter  ? 

Mr.  Bennett.  Yes,  sir. 

Mr.  Bennett,  How  much  was  it? 

Mr.  Bennett.  One  cent  a  pound;   this  was  allowed  at  three. 
Mr.  Graham.  That  is  the  revised  figure,  is  it? 
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Mr.  Beknett.  That  is  the  revised  figure;  their  original  agreement 
was  originally  2  cents  a  pound. 

Mr.  Graham.  When  was  the  Stein-Bum  eettlement  now  as  com- 
pared with  this  onet 

Mr.  Bemkett.  I  think  there  was  about  three  da,ys  difference  be- 
tween the  Stein-Bum  and  the  time  this  was  recommeDded  by  the 
Philadelphia  office  and  sent  here,  which  was  penciled  by  Maj.  Holder. 

Mr.  Jeffbris.  That  was  not  the  final  settlement  then  i 

Mr.  Bennett.  No;  the  final  settlement  was  since  that,  in  Septem- 
ber some  time. 

Mr.  Gbahah.  Did  you  know  these  people  in  your  business  before 
Tou  went  into  the  War  Department;  did  you  know  the  Sheet  Metal 
Specialty  Co.,  or  was  there  any  such  company  ? 

Mr.  Bennbit.  I  did  not  know  the  Sheet  Metal  Specialty  Co. 

Mr,  GaAHAM.  Did  you  know  the  Follansbee  people! 

Mr.  Bennett.  Yes,  sir- 
Mr.  Graham.  The  FoUansbee  Bros,  i 

Mr.  Bennett.  Yes,  sir. 

Mr.  Graham.  Is  John  Follansbee  one  of  that  firm? 

Mr.  Bennett.  John  Follansbee  is  one  of  the  Follansbee  Bros.,  and 
president  of  the  Sheet  Metal  Specialty  Co. 

Mr.  Graham.  Where  is  that  Follansbee  Bros.  Co.  located? 

Mr.  Bennett.  Their  office  is  in  Pittsburgh,  and  their  factories  are 
tt  Follansbee,  W.  Va.  Might  I  mention  a  comparison  of  these  differ- 
^ait  settlements,  the  Stein-Bum  and  this  settlement? 

Mr.  Graham.  If  it  pertains  to  this  matter. 

Mr.  Bennbtt.  It  pertains  to  this  matter.  The  Stein-Burn  on  tin 
plate,  1  cent  per  pound.  The  original  statement  of  Follansbee,  which 
was  handled  by  the  war  claims  board  was  2  cents  per  pound  and 
afterwards  changed  to  3  cents  per  pound.  On  band  iron,  Stein-Bura 
settled  on  a  basis  of  li  cents  a  pound ;  FoUansbee,  the  original  claim 
was  2  J  cents  and  that  was  advanced  1  cent  a  pound  by  a  later  state- 
ment. The  price  of  these  bread  boxes,  as  fixed  by  trie  contract  by 
Stein- Bum,  was  $7.50  each;  with  the  Sheet  Metal  Specialty  Co., 
$6.75  each. 

Mr.  Graham.  Were  they  the  same  size? 

Mr.  Bennett.  The  same  size  and  specifications  and  everything. 
The  inward  handling  charges  by  Stein-Burn  was  $5  per  ton  and  the 
Sheet  Metal  Specialty  Co.  was  $1  per  ton;  $2,260,  as  compared  with 
the  Sheet  Metal  Specialty  Co.  of  $177.80.  The  Stein-Burn  Co. 
charged  $1,708.48  interest;  and  the  Sheet  Metal  Specialty  Co., 
nothmg.  I  might  incidentally  say — I  would  like  to  add  that  the 
Sheet  Metal  Specialty  Co.  showed  me  their  books  and  records  in 
Pittsburgh,  to  the  satisfaction  of  anyone  that  would  examine  them — 
that  thev  had  a  contract  for  10,000  bread  boxes  and  through  an  error 
in  the  War  Department  it  was  retiuced  to  7,500,  and  they  had  pur- 
chased material  for  10,000  and  lost  about  $6,000  on  that  contract  and 
further  were  asked  to  reduce  their  claim  $2,000. 

Mr.  Graham.  You  had  no  interest  in  tbis  Follansbee  Co.? 

Mr,  Bennctt.  No. 

Mr.  Graham.  Not  connected  with  it  in  any  way? 

Mr.  Bennctt.  No,  sir;  I  used  to  buy  tin  plate  of  them  when  I  was 
in  the  business. 
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Mr.  Qrahah:.  Any  questions! 

Mr,  Garbbtt.  Do  you  know  how  the  condition  of  the  mat«rial  in 
the  Follansbee  Co.  compsred  with  the  condition  of  that  in  the  Stein- 
Bum  factory;  I  mean,  as  regards  the  sizes! 

Mr.  Bbnnzit.  I  haven't  tne  sizes  here  as  mentioned  in  their  brief 
of  settlement.  The  sizes  are  practically  the  same.  It  might  vary  a 
quarter  of  an  inch.  If  you  pardon  me  for  this — and  I  think  I  have 
right  to  assume  I  know  somethine;  about  it^  for  I  was  engaged  in  the 
business  for  10  years — one  manufacturer  might  buy  a  sheet  a  quarter 
of  an  inch  larger  than  another  on  the  same  item  and  make  a  little 
allowance  for  shearing  it  off;  otherwise  those  sheets  are  identically 
the  same  size. 

Mr.  Garrktt.  I  got  the  impression  that  a  good  deal  of  this  stuff 
in  the  Stein-Burn  Co.  had  been  cut  up  in  the  factory. 

Mr,  Bennett.  That  was  on  the  fireless  cookers. 

Mr.  Gaehett.  And  not  on  these? 

Mr.  Bennett.  No,  sir.  Their  records  show  that  the  bread  boxes 
were  completed;  they  were,  the  bread  boxes,  some  50  per  cent  and 
some  75  per  cent  cut  up. 

Mr.  Gabbeit.  It  would  look  from  that  settlement  that  the  Fol- 
lansbee people  lost  considerable  money. 

Mr.  Bennett.  I  think  they  did. 

Mr.  Garrett.  That  is  all. 

Mr.  Graham.  There  may  also  go  into  the  record  in  connection 
with  this  matter  a  telegram  of  August  27, 1919,  from  the  war  claims 
board  to  the  Sheet  Metal  Specialty  Co.  and  a  letter  from  William  D. 
Reid,  treasurer  of  the  Sheet  Metal  Specialty  Co.  to  the  war  claims 
board  under  date  of  August  28,  1919, 

(The  telegram  and  letter  referred  to  are  as  follows:) 

August  27,  1919. 
Sheet  Meial  Sfecialtt  Co., 

Fittsburgk,  Pa.: 

Your  letter  August  22.  We  suggest  additional  allowance  of  1  cent  per 
pouDil  on  items  of  black  and  tinned  bonp  and  two  items  of  tin  plate.  If  not 
satisfactory,  send  us  sizes  of  material  and  we  will  endeavor  to  find  purcbaser 
for  you.    Immediate  action  requested. 

RooBtia  CiAiMB  BoAHD. 


Sheet  Metal  Sfbcialtt  Co., 

Fittsburgh,  Fa.,  Auouit  S8,  1H9. 
War  Defartubnt. 

The  Boat3s  Claims  Boabd, 

Room  2522  Munition*  Building,  Wa8hin0on,  D.  C. 
Gentlemen  :  We  received  this  morning  your  telegram  of  yesterday's  date, 
reading  as  follows  r 

"  Your  letter  August  22.  We  suggest  additional  allowance  of  1  cent  per 
pound  on  Items  of  black  and  tinned  hoop  and  two  items  of  tin  plate.  If  not 
satisfactory,  send  us  sizes  of  material  and  we  will  endeavor  to  And  purchaser 
for  you.    Immediate  action  requested." 

in  reply  to  the  above,  desire  to  say  that  at  the  time  our  contract  wa»  sus. 
pended  In  November,  1B18,  we  had  purchased  and  on  hao<l  all  of  the  necessary 
material  and  fnollltieB  for  the  manufacture  of  10,000  bread  boxes,  but  on  ac- 
count of  the  contract  being  Incorrectly  drawn  at  Washington  for  7,500  bread 
boses  only,  we  were  compelled  to  reduce  our  claim  accordingly,  thereby  suffer- 
ing a  loss  of  approximately  $6,000.  The  material  an<l  facilities  necessitated  an 
expenditure  of  over  $30,000,  and.  due  to  the  extraordinary  delay  In  the  adjust- 
ment and  settlement  of  the  contract,  you  can  realize  that  there  has  been  con- 
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sldenble  Ion,  not  to  mentJon  the  trouble,  annoyance,  and  Inconvenience,  lo 
storing  tbis  large  amount  of  material,  which  was  of  practically  no  use  to  us 
oalew  used  for  the  manufacture  of  bread  boxes. 

Id  order  to  avoid  further  delay,  and  upon  the  understanding  that  you  will 
arrange  for  immediate  settlement,  we  will  agree  to  an  allowance  on  the  tin 
plate  at  the  rate  of  3  cents  per  pound  and  on  the  tinned  hoop  Iron  at  the  rate 
of  2  cents  per  pound,  although  we  feel  that  it  will  be  Impossible  to  obtain 
tti«se  prices  for  the  material  we  have  still  on  hand.  This,  accordingly,  will 
make  an  additional  credit  for  thle  material  at  1  cent  per  pound,  and  you  are 
at  liberty  to  change  our  claim  accordingly. 

In  rexard  to  the  black  hoop  iron,  we  regret  to  state  that  It  Is  Impossible  foi 
ui  lo  make  any  additional  allowonoe,  as  we  have  been  endeavoring  to  sell  thU 
mileHal  tor  the  past  eight  months  nnd  have  been  unsuccessful, 

n>  hHve  on  haod  22,858  pounds  of  1-8,  1  1-4  by  74  black  hoop ;  46.008  pounds ' 
nt  IS,  2 1-2  by  73  black  hoop.  The  best  allowance  that  we  can  make  on  thia 
material  is  I  cent  per  pound,  but  If  you  can  find  a  resiK>n8lble  buyer  at  any 
better  price,  we  will  be  only  too  pleased  to  make  the  sale  and  make  you  the 
additional  allowance. 

We  will  also  be  glad  to  have  you  furnish  us  responsible  buyers  for  the  tin 
plate  we  have  on  hand,  at  3  cents  or  better,  In  the  following  sizes :  20  gauge, 
•A  by  26:  20  gauge,  13  3-4  by  25  3-4;  20  gauge,  12  3-4  by  26;  20  gange,  16  1-4 
by  28  1-4. 

TnjBtlng  yoo  will  give  Immediate  attention  to  the  settlement  of  our  claim, 
we  are. 

Tours,  very  truly. 


(And  thereupon  at  12.30  o'clock  the  committee  stood  in  recees  until 
2  o'clock  p.  m.) 

AFTER  RECESS. 

Mr.  Graham.  The  gentlemen  from  the  Marlin -Rockwell  Losding 
Ca  are  here.  We  have  introduced  some  evidence  in  this  matter;  in 
fict,  there  is  the  report  of  Maj'.- Foster,  which  appears  in  our  records, 
which  goes  over  this  situation  pretty  extensively,  making  some  criti- 
cifflis.  Inasmuch  as  you  gentlemen  are  here,  and  inasmuch  as  we  will 
ultimately  have  to  investigate  this  plant  to  some  extent  to  see  whether 
there  is  anything  in  these  charges,  we  might  just  as  well  go  into  it, 
and  go  through  the  matter  with  you  gentlemen,  and  get  what  inf  orma- 
tioD  you  have  about  it  while  you  are  here ;  so  that  in  the  end  the  com- 
mittee will  not  have  to  call  any  of  you  back  here  and  wade  through  this 
matter  again.  We  want  to  make  some  finding  on  the  charges  that 
hive  been  made  and  leam  whether  they  are  true  or  untrue;  we  want 
to  find  out  the  facts.  So,  while  it  may  delay  you  longer  and  take 
longer  time  to  get  through  this  examination,  if  we  take  your  state- 
ments now  it  will  not  mean  a  delay  in  the  long  run,  because  we  will 
btve  it  all  down. 

Mr.  Ralph  A.  Gamble  (attorney  for  Marlin-Rockwell  Loading  Co). 
That  ia  what  we  are  here  for,  Mr.  Chairman. 

Mr.  Graham.  Who  will  you  have  first! 

Mr,  Gamble.  We  want,  particularly,  to  make  a  statement  coinci- 
dent with  the  work.  There  has  been  prepared  a  history  of  the  work. 
We  have  here  a  short  summary,  chronologically  arranged,  which  will 
be  read  to  you,  and  then  these  gentlemen  will  answer  any  questions 
you  will  propound  to  them.  We  want  to  give  you  an  idea  of  what  the 
whole  project  was. 

Mr.GRAHAM.  Can't  you  tell  about  these  things  under  questioning? 
My  idea  is  to  start  in  at  the  beginning  with  the  negotiations  for  the 
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project,  and  go  along,  step  by  step,  and  try  to  cover  all  of  the  ground 
from  the  inception  of  the  project.  I  suggest — you  are  an  attorney, 
aren't  yon! 

Mr.  Gamble.  Yes,  sir. 

Mr,  Graham.  I  suggest  (hat  you  keep  notes  on  the  examination, 
and  then  at  the  end  of  the  esaminntion  of  any  witness  you  may  sug- 
gest what  ground  we  have  not  covered  and  we  will  go  over  it.  If  there 
are  any  statements  to  make  explanatory  of  anything,  which  you  may 
suggest  from  time  to  time,  or  at  the  end  of  the  examination  of  a  wit- 
ness, we  will  try  to  go  over  it.  In  other  words,  I  want  to  get  out 
everything  you  have  got;  and  as  we  take  up  the  witnesses  and  go 
through  the  matter  with  them,  if  we  overlook  anything  you  would  like 
to  have  brought  out,  you  may  call  our  attention  to  it.  But  we  prefer 
to  proceed  in  that  way  rather  than  to  take  any  written  statement,  be- 
cause, in  so  doing,  sometimes  we  got  a  lot  of  statements  that  are  mere 
hearsay  or  ex  parte  statements,  and  that  are  not  subject  to  cross- 
examination,  upon  which  there  might  be  some  criticism  of  this  com- 
mittee. As  a  matter  of  fact,  in  otner  cases  we  have  refused  to  take 
such  statements  in  that  form,  so  I  expect  we  had  better  adhere  to  our 
rule. 

Who  will  you  have  first,  Mr.  Gamblet 

Mr.  Gamble.  Mr.  Tobey,  the  vice  president  of  the  Marlin-Bockwell 
Loading  Co. 

Mr,  Graham.  Mr.  Tobey  may  come  around  and  be  sworn. 

TESTDCONT  OF  MB.  B.  H.  TOBET,  VICE  FBESIDENT  UABLHT- 
BOCEWELL  LOASEtra  CO.,  NEW  YORK  CITY. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Mr.  Tobey,  have  you  been  with  the  Marlin-Rock- 
well  Loading  Co.  from  its  first  formation? 

Mr.  ToBET.  Well,  I  went  with  the  Marlin-Eockwell  Loading  Co. 
on  April  1,  1918.  That  was  pretty  nearly  coincident  with  the  in- 
corporation of  the  company  as  a  legal  entity. 

Mr.  Graham,  Are  you  a  member  of  the  Marlin-Eockwell  Cor- 
poration ! 

Mr.  ToBET,  No.  sir;  not  now,  but  I  have  been  associated  with  them. 

Mr.  Graham.  The  Marlin-Eockwell  Corporation  has  been  organ- 
ized for  a  good  many  years,  as  I  understajid  ? 

Mr.  ToBET,  I  thint  either  the  latter  part  of  1914  or  the  first  part 
of  1915  it  was  incorporated  under  its  present  name,  Marlin-Eockwell 
Corporation.  That  succeeded  to  the  Martin  Arms  Co.,  or  the  Marlin 
Arms  business,  at  New  Haven,  Conn. 

Mr.  Graham.  What  business  was  the  Marlin-Bockwell  Corpora- 
tion in? 

Mr.  ToBET.  In  the  manufacture  of  machine  guns,  principally. 

Mr.  Graham.  Are  the  Marlin  machine  gun  and  the  Marlin  rifle 
products  of  this  coiyoration !  ■ 

Mr.  ToBET.  The  Marlin  rifle  was  a  sporting  rifle,  made  by  the  pre- 
decessor corporation,  the  Marlin  Arms  Co.  The  Marlin  machine 
gun  was  an  adaptation,  I  think,  of  the  Browning  gun — the  Brown- 
ing gun  was  somewhat  refined  and  changed  by  the  staff  of  the 
Marhn-Eockwell  Corporation. 
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lir.  Gbabah.  Some  time  during  the  war  this  Marlin-Bockwell 
Loading  Ck>rporatiou  waa  formed,  as  I  understand;  about  when? 

Mr.  ToBET.  I  think  April  1, 1918,  it  was  actually  formed.  That  is, 
it  was  then  incorporated.  The  history,  if  I  may  make  that  statement, 
is,  as  I  understand,  substajitially  this:  The  Marlin-Bockwell  Cor- 
poration had  a  good  many  Exea-price  contracts  with  the  Govern- 
ment.  The  Ordnance  Department  came  out  the  latter  part  of  1917 
or  early  in  1918  and  said  that  they  proposed  to  conduct  operations 
for  the  manufacture  of  aerial  bombs,  and  rather  desired  the  Marlin- 
Kockwell  Corporation  to  take  it  up,  the  reason  being,  I  presume,  that 
the  Marlin-Rockwell  Corporation  had  done  a  great  deal  of  work 
for  the  Go\-emment  up  to  that  time.  The  Marlin-Bockwell  Cor- 
poration's business  with  the  Government  had  been  entirely  upon  a 
Bzed-price  basis  of  contract,  and  they  said  that  if  they  did  take  up 
this  other  work  they  wanted  to  do  it  through  a  subsidiary  company, 
if,as  the  Government  then  stated,  they  wanted  this  work  done  on  an 
agency  basis.  Necotiations  were  carried  on — and  the  inception 
thereof  was  around  the  first  of  the  year  1918 — which  resulted  in  the 
incorporation  of  the  Marlin-Bockwell  Loading  Co.  about  April  1, 
1918,  and  the  actual  execution  of  a  contract  Ey  the  United  States 
Government  with  the  Marlin-Bockwell  Loading  Co.  was  made  on 
May  22,  1918. 

Mr.  Gkahah.  As  I  understand  it,  the  MarUn-Bockwell  Loading 
Corporation  owned  patent  rights  on  a  certain  bomb,  called  the 
Barlow  bomb 
Mr.  ToBET.  Yes,  sir;  that  is  true. 

Mr.  Grauah.  Do  you  know  anything  about  their  relations  with 
the  Government  as  to  their  testinc  of  this  bomb,  or  anything  of  that 
kind,  from  your  personal  knowledge? 

Mr.  ToBEY.  From  my  own  personal  knowledge,  I  do  not. 
Mr,  Gbahau.  Do  any  of  these  gentlemen  here  know  about  those 
things! 

Mr.  ToBET.  I  think  not,  because  those  negotiations  were  conducted 

by  the  Marlin-Bockwell  Corporation  and  not  by  the  Marlin-Ro(^- 

well  Loading  Co.    But  I  can  speak  from  hearsay,  which  is  probably 

substantially  correct,  although  not  from  m^  own  personal  knowledge. 

i£r.  Graham.  Well,  we  will  see  what  it  is. 

Mr.  ToBET.  The  Barlow  bomb,  as  I  understand  it,  was  an  inven- 
tion by  a  man  named  Harlow  Barlow.  There  had  been  some  test 
made  of  it  bv  the  Ordnance  Department  experts,  and  at  that  time' 
it  was  very  highly  regarded.  The  Marlin-Rockwell  Corporation  was 
directed  to  manufacture  that  bomb  so  far  as  the  shell  itself  was 
concerned,  but  not  as  to  loading  it  with  ingredients.  They  took  the 
contract  for  the  manufacture  of  shells,  and  that  operation  was  car- 
ried on  in  the  Philadelphia  plant  of  the  Marlin-Rockwell  Corpora- 
tion. At  that  time  it  apparently  was  the  intention  of  the  Ordnance 
Department  to  provide  a  plant  for  aerial-bomb  work;  and  I  always 
understood  that  that  was  one  of  the  reasons  why  they  naturally 
applied  to  the  Marlin-Bockwell  Corporation  to  load  the  oomb — that 
ffiey  had  previously  contracted  with  the  corporation  to  manufacture 
the  shell.  Precisely  how  many  of  these  bombs  were  constructed  I 
do  not  know,  but  there  were  a  number  of  them.  They  were  loaded 
and  sent  to  the  other  side,  and  then  for  various  reasons,  with  which 
I  am  not  familiar,  the  bomb  was  abandoned. 
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Mr.  Graham.  About  when  was  it  abandoned? 

Mr.  ToBET.  I  should  say  some  time  from  the  8th  to  the  15th  of 
June,  1918,  The  reason  assigned  for  abandoning  the  bomb  was 
that  certain  British  bombs,  the  Cooper  bomb,  I  think,  was  regarded  as 
better,  because  of  cheaper  construction  and  the  hazard  of  Uie  missle 
functioning  was  regarded  as  less  by  the  <^cers  on  the  other  side. 

Mr.  Graham.  Were  these  drop  bombs  f 

Mr.  ToBET.  Yes,  sir;  it  was  a  demolition  bomb.  The  Barlow 
bomb  was  supposed  to  explode  on  contact,  and  the  explosion  occurred 
0  feet  from  the  ground.  The  plan  of  the  bomb  was  that  the  shell 
itself  was  demolished,  and  the  shell  being  demolished  and  scattere<l 
by  the  explosive  force  was  really  the  missle, 

Mr,  Graham.  After  you  went  into  the  Marlin-Eockwcll  Loading 
Corporation  did  you  then  become  familiar  with  the  operations  of 
the  building  of  the  plant  ? 

Mr.  ToBET.  Of  the  Marlin -Rockwell  Loading  Coi-poration  1 

Mr.  Graham.  Yes. 

Mr,  ToBBT.  I  went  there  the  1st  of  April,  1918,  in  the  capacity  of 
treasurer.  Under  their  form  of  organization  the  treasurer  naturally 
has  charge  of  financial  matters,  all  of  tlie  accounting  with  the  Gov- 
ernment, and  also  the  welfare  work  and  certsiin  other  tilings  in  con- 
nection with  the  enterprise.  The  ti"easurer  at  that  time  had  no 
charge  of  construction. 

Mr.  Graham.  You  say  this  contract  was  entered  into  in  May  * 

Mr.  ToBEY.  It  was  actually  signed  in  May,  The  contract  was  pre- 
pared before  April  1,  but  just  when  I  can  not  say.  But  I  know  that 
it  was  submitted  before  April  1  to  the  Government  officer,  but  the 
actual  execution,  for  one  reason  or  another,  was  delayed  until  May 
22,  1918,  although  prior  to  that  time  we  had  had  an  informal  go- 
ahead  order  from  the  Ordnantie  Department, 

Mr.  Graham.  Was  the  Marlin-Rockwell  Loading  Corporation  a 
subsidiary  of  the  Marlin-Rockwell  Corporation? 

Mr.  ToBET.  Yes,  sir.  And  substantially  all  of  its  stock  was  owned 
by  the  Marlin-Rockwell  Corporation. 

Mr.  Graham.  Were  the  officers  the  same  of  the  two  companies? 

Mr.  ToBEY.  To  a  certain  extent,  yes.  The  operating  officers,  so  to 
speak,  those  officers  who  would  be  stationed  at  Wilmington,  Del.,  or 
at  the  works,  about  20  miles  south  of  that  city,  were  not  at  that  time 
connected  with  the  Marlin-Rockwell  Corporation.  But  the  president 
and  secretary  and  a  couple  of  vice  presidents  in  New  York  were 
officers  of  both  corporations. 

Mr,  Graham.  Had  the  Marlin-Rockwell  Corporation  ever  made 
any  drop  bombs?  Prior  to  this  time,  prior  to  entering  into  this 
contract? 

Mr,  ToBEY.  Yes;  they  had  made  these  bombs  in  Philadelphia  be- 
fore this  contract  was  entered  into;  I  think  before  any  overtures 
were  made  by  the  Government  looking  to  its  execution.  From  my 
own  knowledge  I  can  not  say  when  these  bombs  were  made  in  Phila- 
delphia— that  is,  when  operations  began — but,  I  think,  in  1917. 

Mr,  Graham,  I  have  nere  a  copy  of  the  contract  between  the 
Marlin-Rockwell  Loading  Co.  and  the  United  States  of  America, 
which,  unfortunately,  is  not  signed  and  is  not  the  original,  but  it  is 
the  one  furnished  in  connection  with  the  claim  that  has  been  filed.    I 
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wish  j|ou  would  look  at  this  copy  and  teil  me  whether  it  is  a  copy  of 
the  original  contract,  except  as  to  the  signatures  and  the  dates. 

Mr.  ToBEr.  I  think,  undoubtedly,  Mr.  Chairman,  that  that  is  a 
copT,  without  making  a  careful  examination  of  it. 

Mr.  Graham.  It  is  numbered  3542-1281-T.  W. 

Mr.  ToBET.  Yes,  sir.  That  means,  as  I  see  it  here,  War  Ordnance 
No.  P-3542-1231-T.  W. 

Mr.  Graham.  After  the  making  of  this  contract  what  did  the 
Marlin-Rockwell  Loading  Co.  do  as  regards  constructing  a  plant  1 

Mr,  ToBEr.  Well,  at  the  time — if  you  will  pardon  me,  Mr.  Chair- 
man, I  think  the  date  of  the  contract  for  the  purpose  of  your  inquiry 
is  a  little  bit  immaterial.  I  have  always  felt,  and  the  company  has 
always  felt,  that  this  contract  really  started  along  in  February  or  the 
1st  of  March,  1918,  although  the  active  definitive  contract  was  not 
signed  until  May  22.  Therefore,  with  your  permission,  I  will  take 
that  date  as  the  date  when  the  operations  rather  began. 

At  that  time,  after  consultations 

Mr.  Graham  (interposing).  You  base  that  upon  the  fact  that  you 
were  negotiating  back  and  forth  at  that  time? 

Mr.  ToBET.  No ;  a  little  more  than  that.  We  had  from  the  Pro- 
curement Division,  Ordnance  Department,  an  informal  go-ahead 
order.  That  is,  we  were  told  to  prepare  plans  and  to  take  options  on 
real  estat«j  and  various  officers  from  the  Ordnance  Department  vis- 
ited Wilmington,  vent  over  the  site  and  approved  it,  and  informally 
approved  the  tentative  plans  and  designs,  and  discussed  with  us  the 
kind  of  bombs  they  wanted  loaded,  and  what  the  daily  capacity 
should  be,  and  questions  of  that  kind,  which  was,  really,  in  advance 
or  goes  a  little  bit  further  thanpreliminary  negotiations. 

Mr.  Graham.  Was  that  in  February,  did  you  say? 

Mr.  ToBET.  I  should  say  from  the  middle  of  February  to  the  1st  of 
March.  1918. 

Mr.  Graham.  When  did  you 

Mr.  ToBET  (interposing).  With  your  permission,  may  I  interrupt 
here? 

Mr.  Graham.  Yes. 

Mr.  ToBET.  On  February  8,  1918,  the  plans  for  the  proposed  load- 
ing plant  were  submitted  to  the  Ordnance  Department. 

Mr.  Graham.  Have  you  a  chronological  statement  of  what  the 
progress  of  this  thin^  wast 

Mr.  ToBET.  Yea,  sir. 

Mr.  Graham.  In  order  to  shorten  this  thing,  you  might  start  in 
and  tell  us  what  you  did  as  shown  by  your  statement,  refreshing  your 
memorv  by  the  use  of  the  memorandum. 

Mr.  ^DBET.  Starting  February  8,  1918,  a  plan  for  the  proposed 
loading  plant  was  submitted  to  the  Ordnance  Department  by  Mr. 
P.  S.  Eussel,  then  general  manager  of  the  Marlin-Bockwell  Loading 
Co. 

On  February  20  a  letter  was  written  by  Mr.  Russel  to  Maj. 
Lindsley,  of  the  Ordnance  Department,  confirming  i^rtain  conversa- 
tions regarding  the  loading  of  bombs  for  air  planes.  A  description 
of  the  proposed  loading  site  was  attached  to  this  letter.  On  March 
1  a  letter  wa-^j  written  by  Maj.  Lindsley  to  the  Marlin-Rockwell 
Loading  Co.,  stating  that  a  requisition  for  procurement  order  was 
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beine  drawn  for  the  building  of  a  bomb-loiiding  plant  to  be  erected 
by  the  Marlin-Rockwell  Loading  Co. 

Oa  March  11  a  new  layout  of  the  plant  was  submitted.  On  March 
24  another  layout  was  submitted. 

Mr,  Graham.  Why  these  various  layouts? 

Mr.  ToBET.  Because,  Mr.  Chairman,  from  the  time,  which  we  will 
say  was  March  1,  because  appai'ently  that  was  when  we  got  our 
procurement  go-ahead  order — between  that  time  and,  I  think,  August 
28  the  Ordnance  Department  five  times  changed  the  specifications  as 
to  the  bomb,  or  in  r^ard  to  the  ingredients  that  were  to  be  used. 

Mr.  Gkauah.  I  want  you  to  tell  about  these  as  we  go  along. 

Mr.  ToBET.  That  is  in  answer  to  your  question  as  to  why  the 
Tarious  plans  were  submitted. 

Mr.  Graham.  Do  you  further  refer  in  your  memorandum  to  these 
changes } 

Mr,  ToBBT.  Yesj  sir. 

Mr.  Graham.  You  may  proceed, 

Mr,  ToBET,  On  March  10  and  11  a  very  severe  storm  broke  the 
dike  along  the  front  of  the  property,  inundating  it  to  such  an  extent 
that  it  was  deemed  advisable  to  rearrange  the  layout  of  the  plant 
design. 

In  April  it  waa  decided  that  it  would  be  wise  to  obtain  additional 
property,  so  that  the  plant  buildings  could  be  moved  to  a  higher 
elevation,  farther  away  from  the  river,  and  so  that  the  viUage  could 
be  moved  still  farther  away  from  the  plant.  In  the  meantime,  in 
spite  of  frequent  requests  on  the  part  of  the  Marlin-Bockwell  Load- 
ing Co.  to  the  Ordnance  Department  for  a  decision  as  to  the  nature 
of  the  explosive,  no  definite  answer  could  be  obtained. 

On  May  22  the  United  States  Government  executed  a  contract  with 
the  Marlin-Rockwell  Loading  Co.  for  the  construction  and  operation 
of  a  bomb-loading  plant;  and  at  the  same  time  contracts  were  signed 
between  the  Marlin-Ilockwell  Loading  Co.  and  the  F.  T.  Ley  &  Co, 
for  the  actual  construction  of  the  plant.  That  is  the  contract  in  ques- 
tion. 

Mr.  Graham.  The  contract  which  you  have  already  identified! 

Mr.  ToBBT.  Yes,  air. 

Mr.  Graham.  The  contracts  being  identified,  they  will  now  go  into 
the  record. 

(The  contract,  dated  May  22,  1918,  being  the  original  contract; 
first  supplemental  contract,  dated  May  22, 1918 ;  second  supplemental 
contract,  dated  September  10, 1918;  and  with  Baldwin's  incorporated, 
dated  June  19,  1918,  are  here  printed  in  full  in  the  record,  as  fol- 
lows;) 

(Order  No.  Wai-Oril-P8M2-1281  TW  C.  P.] 


Oo9t-p1us  10  per  cent — CoDBtructlon  aod  operation  of  loading  plant  for  Barlow 
heavy  drop  bombs  and  bigh-capacity  bombs,  Marks  I,  II,  III,  IT,  T — Dated 

Slay  22„  1018. 

These  articles  of  flRreement,  entered  Into  this  22d  day  of  May,  1918,  by 
and  between  Marlin-Rockwell  Loading  Co.,  a  corporation  organised  and  exist- 
ing under  and  b;  virtue  ot  tbe  laws  of  the  State  of  Delaware,  and  having 
its  general  office  at  Wilmington.  Del.   (hereinafter  called  the  agent),  of  the 
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first  part,  and  tbe  Cnitc<l  States  of  America,  bj  Snmii?!  McRoberts.  colonel. 
Ordnance    DepartnieDt.    National   Army    (herelnofter   cnlled    the   contrncMng 
olBoer).  aclinc  onrter  the  niitliorlty  of  the  Secretary  of  War  and  by  direction 
of  the  Chief  of  Ordnance.  United  States  Army,  of  the  Beconil  part : 
Wltne«seth, 

Whereas  a  state  of  war  exists  between  the  United  Staten  of  America  and 
tbe  Imperial  German  and  the  Imperial  and  Boyal  Anstro-Hnnsarlnn  Govern- 
ments, coDsdtntinK  a  national  emernency,  flnd  In  the  prosecution  of  which 
there  will  be  required  qnantltlee  of  ordnance  material :  and 

Whereas  tbe  a<r«nt  possesses  experience  In  and  qualifications  for  londlng 
aerial  munitions:  and 

Whereas  the  (Government  desires  to  avail  Itself  of  snch  experience  and  quali- 
fications : 

Now,  therefore,  under  the  provisions  of  section  120  of  an  act  of  Connreas 
relatlnK  to  national  defense,  approved  June  3,  1B16.  and  pursnant  to  all 
other  laws  of  the  United  States  and  the  Executive  Orders  of  the  President  of 
tbe  United  States  nr  beads  of  its  departments  under  which  tbe  requirements 
of  advertisement  for  proposals  are  dispensed  with  and  contracts  In  tht  form 
hereof  duly  nnthoriied,  and  In  consideration  of  the  mutual  aRreementa  htrein 
contained,  the  said  parties  have  agreed  and  by  these  presents  do  agree  to 
and  with  each  other  as  follows.  vIk  : 

AmcLK  I.  The  aftent  aftrees  to  procure  tbe  use  and  ocnipancy  by  purchase 
or  otherwise  of  a  site  Bultable  for  a  plant  for  the  toadine.  nsnembllniE.  and 
TMCklDK  and  shtppinE  of  aerial  munitions,  of  the  capacity  hereinafter  provided 
for  In  this  article,  at  such  place  and  npon  such  terms  as  may  be  approved 
by  tbe  contracting  officer. 

The  GoTemment  will  lease  the  land  from  tbe  agent  upon  the  execution  of 
this  contract,  or  as  soon  thereafter  as  tbe  asent  acquires  the  use  and  occupancy 
of  the  land.  Tbe  term  of  the  lease  covering  tbe  land  so  procured  will 
Mid  at  the  option  of  tbe  Government,  and  tbe  term  of  the  lease  covering 
tbe  land  occupied  under  lease  will  be  coterminous  with  the  principal  lease. 
With  reference  to  land  owned  by  the  agent,  the  lease  will  provide  that  In 
the  evNit  tbe  Government  Is  at  any  time  anthorieed  to  purchase  the  land  In 
qacstion,  the  agent  will  transfer  title  and  deed  the  same  to  the  United  States, 
■  upon  payment  of  the  difference  between  the  amount  to  that  time  paid  tinder 
tbe  lease  and  the  actual  cost  of  the  land,  which  cost  will  include  the  purchase 
price  thereof  and  tbe  expenses  Inddent  to  the  acquirement  thereof,  with 
Interest  at  the  rate  of  6  per  cent  per  annum,  and  also  local  taxes  and  water 
rents  paid  by  the  agent  to  that  date.  The  lease  will  also  provide  that  upon 
the  termination  thereof,  If  the  United  States  does  not  purchase  the  land  in 
question,  as  above  mentioned,  the  agent  will  sell  tbe  land  for  the  best  price 
obtainable  and  in  tbe  manner  directed  by  tbe  Chief  of  Ordnance,  and  the 
imnt  will  thereupon  lmme<Ilately  refund  to  the  United  States  the  difference 
between  the  proceeds  of  snch  sate  plus  the  total  of  all  moneys  paid  the  agent 
nnder  tbe  lease  and  tbe  actual  cost  to  that  date  of  the  land,  computed  as 
above.  No  revocation  or  cancellation  of  the  contract  and  the  agency  herein 
created  shall  affect  the  term  of  the  lease  above  described.  It  being  the  Intention 
of  this  provision  that  the  agent  shall  be  completely  protected  against  any 
lOK  by  reason  of  such  cancellation. 

Tbe  agent  agrees  to  furnish  plans,  specifications,  and  general  designs  for  and 
to  construct  upon  said  site,  with  all  possible  speed,  a  plant  for  the  loading  of 
aerial  munttions  with  high  esplosives,  and  for  assembling  and  packing  the 
aame,  and  to  provide  proper  shipping  facilities  for  water  transportation  of 
loaded  aerial  munitions,  such  aerial  munitions  to  consist  of  bombs  known  as 
the  Barlow  heavy  drop  bombs,  demolition  bombs,  Mark  T,  IT,  III,  IV,  and  V,  or 
such  additional  bombs  or  types  of  bombs  as  the  agent's  capacity  and  facilities 
may  permit.  Such  plant  shall  have  a  dally  capacity  for  the  loading,  assembling, 
packing,  and  shipping  of  approximately  500  Barlow  heavj-drop  bombs,  1,000 
Mark  I  high-capacity  drop  bombs.  ROO  Mark  II  high-capacity  drop  bombs,  3,000 
Mark  II[  hfgh-capacltv  drop  l)oml)s.  together  with  estimated  future  require- 
ments of  500  Mark  IV  high -capacity  drop  bombs.  250  Mark  V  bigb-capaclty  drop 
bombs  (loaded  with  trinitrotoluol  or  other  explosive)  per  day  of  24  hours. 
The  plant  shall  ?>e  constnicted  so  that  further  units  may  from  time  to  time  be 
added.  If  desired.  All  bnlldlngs  erected  as  part  of  such  plant  shall  be  of  tem- 
porary character.  It  Is  estimated  that  the  plant  will  cost  from  $1,250,000  to 
(1,500,000,  depending  npon  the  kind  of  explosive  to  be  used  therein,  and  It  Is 
tmderttood  that,  based  upon  the  agent's  best  Judgment,  developed  by  past  ex- 
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perlence.  the  plant  wlU  be  partially  ready  for  operation  oa  or  about  three^ 
months  after  the  date  of  execution  of  this  contract,  and  will  be  entirely  ready 
for  operaUon  within  six  months  from  the  time  when  the  United  States  notifies 
the  agent  of  the  character  of  exploslTe  to  be  used  In  the  loading,  aBsembllne.  end 
pachfng  herein  provided  for. 

The  agent  agrees  to  develop  an  organisation  to  operate  the  plant  and  agrees 
and  Is  employed  to  load,  assemble,  pack,  and  ship  60,000  Barlow  heavy-dron 
bombs,  100,000  Mark  I,  50,000  Mark  II.  and  200,000  Mark  III  hlgh-capadt?^ 
drop  bombs,  or  such  other  tjpes  of  bombs  as  may  be  deslV«l.  or  the  equivalent  Id 
value  thereof  otherwise  distributed,  with  trinitrotoluol  or  such  material  as 
the  Chief  of  Ordnance  may  direct. 

Art.  II,  The  Government  will  furnish  to  the  agent  all  the  components  of  the 
aerial  bombs  and  the  explosive  for  loading,  assembling,  and  packing  and  all 
material  entering  into  the  Itnlshed  product,  except  Incidental  materials  readily 
obtalnahle  In  the  open  market  The  agent  will  furnish  all  labor  and  such  ma- 
terials and  supplies  as  are  not  furnished  by  the  Government  necessary  for  the 
complete  construction  and  operation  of  the  plant  and  for  the  loading,  ossem 
bllng.  and  packing  of  the  aerial  munitions  as  hereinbefore  described,  and  will 
deliver  the  aerial  munitions,  loaded,  assembled,  and  packed  as  soon  as  pos- 
sible after  the  components  have  been  received  by  the  agent. 

Title  to  the  building,  machinery,  equipment,  components,  and  all  other  Items 
paid  for  by  the  United  Stales  shall  Immediately  upon  coming  Into  the  posse- 
sion of  the  agent  or  upon  payment  therefor  by  the  United  States,  vest  In  the 
United  States.  And  the  agent  will  eserclae  due  care  In  handling  and  operating 
such  property-  All  buildings,  machinery,  equipment,  etc.,  that  may  be  upon 
land  not  owned  by  the  United  States  shall  be  removable  by  the  United  States 
and  shall  not  be  deemed  a  part  of  such  land. 

Abt.  III.  The  Government  will  make  the  following  pa.vments  to  the  agent: 

(a)  For  land  which  the  agent  bos  purchased,  and  from  Die  date  when 
the  use  of  the  land  under  this  contract  begins,  it  will  be  paid  an  annual  rent 
of  S70,000  in  equal  monthly  Installments  until  such  time  us  the  totMl  cost 
of  the  land,  including  expenses  incidental  to  the  at^iulsltion  thereof  and  ell 
local  tases  and  water  rents  paid  by  the  agent  to  that  date,  have  been  re- 
imbursed to  the  agent  with  interest  at  the  rate  of  6  per  cent  t>er  annum, 
and  thereafter  the  Government  will  pay  all  local  taxes  and  water  rents 
assesseil  against  the  land. 

(b)  Should  the  agent  be  unable  to  purchase  the  land  or  any  portion  thereof. 
It  is  to  lease  such  land  under  ternis  to  l>e  a|)proved  by  the  contnictlng  officer, 
and  In  which  event  the  Government  will  sublet  the  land  from  the  agent  on 
the  terms  and  conditions  of  the  principal  lease  or  leases. 

(c)  All  costs  actually  or  necessarily  Incurred  in  the  construction  and 
equipment  of  the  plant,  and  In  addition  a  sum  equal  to  10  per  cent  thereof 
to  cover  the  agent's  services  In  preparing  the  general  design  of  the  plant; 
exercising  engineering  supervision  other  than  local  supervision;  administra- 
tion other  than  local  administration ;  pro  rata  share  of  overhead  expense  other 
tlian  local  overhead  expense:  and  prutlt. 

It  Is  understood  that  the  cost  of  the  bond  referred  to  hereafter  In  Article 
XV,  and  the  Federal  and  Stat«  Incorporation  tuxes,  and  exi>enses  of  the 
agent,  shall  be  included  as  part  of  the  cost  of  construction. 

(<t)  All  cost  of  operation  determlne<l  In  accordance  with  this  contract  and 
Scheilule  I,  attached  hereto  and  made  a  part  hereof,  and  In  addition  there 
will  be  paid  to  the  agent  as  proBt : 

(1)  A  sum  equal  to  10  i>er  cent  of  the  cost  of  loading,  assembling,  packing, 
and  shipping;  26  per  cent  of  the  initial  quantity  of  bombs,  of  any  Individoal 
slw  or  ty[>e,  which  the  agent  is  directed  to  load,  assemble,  and  pack  under  this 
agency. 

The  profit  to  be  paid  to  the  agent  for  loading,  assembling,  packing,  and 
shipping  of  bombs  In  excess  of  the  above  quantities  will  be  determined  oi^ 
the  basis  of  the  cost  established  for  each  type  of  bomb  as  follows: 

The  base  cost  shall  be  the  actual  cost  obtained  during  the  operation  of 
the  plant  for  any  tyjie  of  bomb  and  for  such  period  of  time  as  may  be  desig- 
nated by  the  Chief  of  Ordnance  after  25  per  cent  of  the  Initial  quantity 
of  bombs,  of  any  Individual  size  or  type,  which  the  agent  la  directed  to  load, 
assemble,  and  luick,  as  aforesaid,  sliall  have  been  loaded,  assembled,  packed, 
and  shipped,  and  loaded  in  any  unit  of  the  plant  operating  at  least  70  per 
cent  of  its  rated  capacity. 

After  25  per  cent  of  such  Initial  quantity  as  above  mentioned  shall  have 
been  loaded,  assembled,  packed,  and  shipped,  and  until  such  base  costs  are 
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eBlab1lsh«],  the  afcent  shall  b«  paid  10  per  cent  of  the  nitits,  suhject  to  adjust- 
ment wheo  the  base  costs  are  established. 

For  th«  75  per  cent  of  each  t;pe  or  slse  of  bomh,  remaining  to  be  loaded,, 
assemble,  packed,  and  shipped,  the  agent  will  be  paid  as  a  prubt  a  sum 
equal  to  10  per  cent  of  the  base  cost  of  such  type  or  alze  thus  established 
and  also  50  per  cent  of  any  savinR  In  the  coat  of  loading,  asBembllng,  and 
packlnit  the  remaining  75  per  cent  of  aucti  size  and  type  of  bomb  below  the 
base  cost  as  detemilned  above:  Provided,  however,  That  In  no  eTcut  shall  the 
total  profit  exceed  15  per  cent  of  the  base  cost. 

In  the  event  that  the  United  States  shall  place  order  for  the  loading  of 
additional  bombu  with  the  agent,  the  base  cost  establlBhed  for  the  above- 
75  per  ceut  of  the  bombs  onlered  loaded  hereunder,  may.  at  the  option  of 
the  agent,  be  aM)lled  as  the  base  cost  of  such  additional  bombs  In  excess 
of  the  quantity  herein  required. 

The  Government  and  the  agent  mutually  agree  to  use  their  best  efforts  to 
assure  the  l>ase  cost  being  determine^]  as  promptly  as  possible  after  the  25 
per  cent  of  the  Initial  qnnntlty  of  bombs  of  any  alze  or  type,  so  required  as 
aforesaid,  have  been  loaded,  assembled,  packed,  and  shipped. 

It  Is  the  Intent  of  the  Government  that  the  base  cost  so  established  shall  be 
such  as  to  enable  the  agent,  with  the  knowledge  and  experience  gained  during 
the  preliminary  operation  of  the  plant,  to  lower  Its  costs  (by  efltclent  opera- 
tion and  careful  supervision)  to  90  per  cent  of  the  said  base  cost.  After  so 
establishing  the  base  cost  the  same  shall  be  at  any  time  properly  revised  to 
lake  care  of  any  condition  not  within  the  agent's  control  which  affects  the 
actual  loading  costs  for  a  period  of  80  days  or  more,  by  an  amount  equal  to- 
2  per  cent  or  more  of  the  cost  of  loading,  assembling,  packing,  and  shipping. 

During  the  construction  and  operation  of  tiie  plant  the  Government  will 
make  prompt  payments  and  will  attach  a  disbursing  ofllcer  at  the  plant  or 
oKce  of  the  agent.  The  disbursing  officer  will  be  Instructed  to  pay  promptly 
all  bills,  vouchers,  and  pay  rolls  certified  as  proper  and  correct  by  the  agent. 
To  all  such  payments  made  by  the  local  disbursing  olTlcer  there  will  be  added 
on  account  of  the  profit  allowed  under  subdivisions  C  and  D  of  this  article  a 
mm  equal  to  7}  per  cent  of  all  such  payment  of  cost. 

The  remainder  of  the  profit  will  be  paid  upon  the  proper  certificate  of  th& 
Chief  of  Ordnance  by  the  Finance  Section,  Ordnance  Department,  Washington, 
D.  C,  subject  fo  the  reservations  in  this  contract  applicable  to  such  payments. 

The  remainder  of  the  profit  will  be  withheld  until  the  performance  of  this 
contract  has  been  completed,  exc^t  that  when  the  moneys  so  withheld  reach 
the  sum  of  $50,000,  then  the  Chief  of  Ordnance  may  direct  that  no  further 
payments  shall  be  withheld.  When  the  construction  of  the  plant  has  been 
completed  the  money  until  then  withheld  In  excess  of  $35,000  will  be  paid 
to  the  agent,  and  thereafter  the  Chief  of  Ordnance  may  direct  that  no  further 
deductions  be  made  from  payments  thereafter  accruing.  Upon  the  completion 
of  the  contract  the  moneys  until  then  withheld  will  be  paid  to  the  agents  • 
except  that  the  Government  may  retain  out  of  the  $35,000  so  withheld  an 
amount  sufflcdent  to  cover  any  claims  the  Qovemment  may  have  against  tbe- 
■gent  pending  a  settlement  thereof.  The  Chief  of  Ordnance  reserves  the  right 
to  investigate  and  question  the  propriety  of  any  expenditures  by  the  agent 
nntll  the  contract  has  been  completed  and  so  certified  by  the  Chief  of 
Ordnance. 

Abt.  it.  The  plans,  drawings,  and  specifications  for  the  plant  and  the 
constmction  and  operation  thereof  shall  in  all  phases  and  at  all  times  be 
subject  to  the  Inspection  of  the  Chief  of  Ordnance  or  his  duly  accredited 
representative.  The  agent  will  promptly  effect  any  recommendation  as  to- 
CMistructlon  or  method  of  operating  the  plant  or  In  the  processes  followed  In 
the  loading  of  the  bombs  or  any  other  change  directed  by  the  Chief  of  Ord- 
nance. If  such  change  involves  a  substantial  additional  or  reduced  expense, 
a  fair  addition  or  redaction,  es  the  case  may  be,  will  be  made  to  the  base 
coat.  If  rocb  has  been  established,  upon  which  the  profit  Is  fixed  so  that  the- 
agent  will  neither  benefit  nor  lose  hr  reason  of  any  such  change. 

The  Government  will  reserve  the  right  to  furnish  lumber,  nails,  cement, 
brick,  and  steel  necessary  in  the  construction  of  the  plant,  and  to  the  extent 
that  the  Government  exercises  this  right  It  will  agree  to  make  deliveries  of 
nuterlalB  of  suitable  quality  at  such  times  and  In  such  quantities  as  the  bills 
of  materials  which  the  agent  will  furnish  provide. 

Abt.  V.  The  agent  la  authorized  to  do  all  acts  which  are  in  accordance  with 
Qie  laws  and  the  Anny  Regulations  necessary  or  convenient  In  and  about  the 
coDslmction  and  <¥)eratlon  of  the  plant,  to  make  contracts  and  Incur  obligations 
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In  the  name  of  the  Government,  and  to  employ  auch  persons  as  It  maj  doeiu 
-essential  and  necessary  for  the  local  construction  and  operative  oreanisfttlons. 
Including  the  auditing  of  accounts.  The  Government  shall  bold  harmless  and 
Indemnify  tJie  agent  against  any  and  all  risks  by  reason  of  accident,  fire,  flood. 
'explosion,  public  liability  or  employers'  liability,  arising  or  growing  out  of  tlie 
construction  and  operation  of  the  plant,  and  will  defend  all  claims  or  »DltK 
for  damages  and  satisfy  any  and  all  Judgments,  as  well  as  legal  llabilltl««. 
This  prolectlon  shall  extend  to  the  Ma  rlln- Rock  well  Corporation  as  well  &S  to 
the  agent.  In  so  tar  as  the  Marlln-ltockwell  Corporation  may  be  made  th*r 
■defendant  in  suits  for  damages  by  reason  of  Its  Interest  In  or  assistance  to 
the  agent,  as  covenanted  in  tripartite  agreement  elsewhere  herein  reterred    to. 

In  order  to  expedite  the  construction  of  the  plant,  the  agent  will  be  elvext 
freedom  In  the  exercise  of  Its  Judgment  as  to  the  preparation  of  the  plmii> 
and  In  the  preparation  of  specltt cations  of  material  and  equipment  to  be  used 
In  construction  and  In  the  arrangemi>nt  of  the  plant,  subject  only  to  any 
-change  or  revocation  specifically  ordered  by  the  department.  The  OtiJeC  of 
Ordnance  shiill  have  the  right  to  Inspect  alt  plans,  drawings,  and  qteciScatlons. 
subcontracts,  and  all  other  writings  and  papers  In  any  way  relating  to  tlte 
«xerclse  of  the  agency  herein  created. 

Art.  VI.  The  Government  will  reserve  to  itself  the  right  to  revc*e  and 
terminate  the  agency  to  construct  the  plant  at  any  time.  In  the  event  tbsi 
such  right  Is  e:terci8ed  on  or  before  thrt-e  mouths  from  the  date  of  execution  of 
this  contract,  the  Government  will  pay  to  the  agent.  In  addition  to  the  coBt 
of  construction  paid  or  Incurred  to  the  date  of  such  revocation  or  termination, 
a  sum  which,  together  with  the  10  i>er  cent  allowed  In  subdivision  O  of  Article 
III  of  thla  cntract,  will  not  be  1^  thiin  (35,000  for  each  month,  and  propor- 
tionately for  any  portion  of  a  month  during  which  the  agency  has  been  In 
operation. 

Abt,  VII.  It  is  understood  that  no  change  will  be  made  In  the  officers  or 
directors  of  the  agent,  which  now  include  the  officers  of  the  Mar Un-Rock well 
Corporation,  without  the  consent  of  the  Chief  of  Ordnance  in  writing. 

Concurrently  with  the  execution  of  thla  contract  a  tripartite  ogreemeiit  has 
been  entered  Into  by  and  between  the  Mar lln-Hock well  Corporation,  the  agent, 
And  the  United  States,  wherein  and  wliereby  the  Marlln-Kockwell  Corix>ratlon 
guarantees  to  furnish  to  the  United  Stiites  end  to  the  agent,  aa  and  when  and 
to  the  extent  re<iulred  In  the  constructian  and  operation  of  the  said  plant: 

(a)  The  services  of  Its  engineering,  purchasing,  operating,  and  other  q>ecla.] 
technical  departments,  otQcers,  aod  emjiloyees. 

(b)  The  right  to  use  all  plans,  drawings,  specifications,  patents  (other  than 
those  covering  Inventions  of  Loster  P.  Barlow  pertaining  to  the  construction  oc 
■design  of  auch  bombs  as  are  covered  by  contract  of  January  29,  1818,  betwe^i 
Martin- Rockwell  Corporation  and  Lester  P.  Barlow),  proceases,  and  trade 
secrets  possessed  by  it. 

,  (c)  Such  caab  advances  hearing  6  per  cent  Interest,  as  and  when  required, 
provide^l,  however,  in  no  event  that  the  Marl  In-Rock  well  Corporation  shall  be 
required  or  expected  to  advance  a  total  of  more  than  (123,000  In  addition  to 
any  amounts  that  may  be  ni'eded  for  the  purchase  of  land  upoo  which  the 
f  lant  of  the  agent  la  to  be  erected. 

Such  agreement  Is  hereby  made  a  part  hereof  and  a  copy  annexed  hereto  and 
shall  continue  during  the  life  of  this  contract  and  will  be  subject  to  modifica- 
tion only  by  and  with  the  consent  and  approval  of  the  United  States. 

Abt.  VIII.  At  atiy  time  before  the  couiptetlou  of  this  contract  the  Government 
shall  have  thi*  right  to  extend  the  agency  herein  created  to  provide  for  tlie 
loading,  assembling,  packing,  and  shlppln;;  of  micU  additional  bombs  as  may  be 
required  to  the  number  herein  contracted  for,  or  less. 

Aet.  IX.  Tills  contract  bliull  not  nor  shall  any  right  to  receive  payment  or  any 
ttlier  Interest  ilierdn  be  transferred  or  assigned  by  tlie  agent  to  any  person, 
firm,  or  corporation.  The  agent  simll,  unless  otherwise  directed  by  the  Chief 
-ot  Ordnance,  Insert  in  every  contract  hereafter  made  relating  to  the  perform- 
ance of  this  contract  a  provision  iliat  such  contract  la  iii:i<le  by  or  for  the  beneBt 
of  the  United  States  and  mny  be  assigned  to  the  United  States. 

Abt.  X.  No  Menieber  ol  or  Delegate  to  Congress  or  Resident  Commissioner 
-of  the  United  States  is  or  shnll  be  admitted  to  any  share  or  part  of  this  coii- 
tract,  or  to  sny  benefit  that  may  arise  therefrom;  but  this  article  shall  not 
apply  to  thla  contract  so  far  as  it  may  be  within  the  operation  or  exception  of 
section  lie  of  the  oct  ot  Congress  approved  March  4.  IOCS  (33  SUts.,  1100). 

No  person  or  persons  shall  be  employe<l  in  the  performance  of  this  contrad 
-wno  are  undergoing  sentences  of  imprisonment  at  hard  labor  which  have  beei 
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Imposed  hy  the  courts  of  the  several  States,  TerrltorteB,  or  municipalities  hav- 
inp  critnlnai  Jurisdiction. 

Abt.  XL  In  Btlilitlon  to  the  ordinary  precnuttons  heretofore  artopted  by  thf 
acent  f«r  the  Kuorillnic  ond  protection  of  the  plant  and  work,  the  oKent  shall 
provide  Duoh  aililltlonal  watchmen  and  devices  for  protection  of  the  plant  and 
property  and  the  work  In  process  for  the  United  States  ugatnst  espionage,  acts' 
at  war,  and  of  enemy  nliens,  ns  may  be  required  by  the  Secretary  of  War,  The 
agent  shall,  when  required,  report  to  the  Secretory  of  War  the  citizenship,  conn- 
■  try  of  birth,  or  alien  status  of  any  and  all  of  Its  employees.  When  required' 
by  the  SL-creltiry  of  War,  It  shall  refuse  to  employ  or.  if  already  employed, 
forthwith  discharge  from  employment  and  exclude  from  Its  work  any  person- 
or  persons  designated  by  the  Secretary  of  War  for  cause  as  nndesirnble  for 
employment  on  work  for  the  United  States.  The  United  States  shall  pay  to- 
the  a^.'ent  ns  part  of  the  cost  of  the  munitions  any  expense  Incurred  by  tlio 
a;:ent  which  shall  be  determined  hy  the  Chief  ol  Ordnance  to  be  directly  caused 
by  the  requirements  of  this  article. 

Abt.  XII.  Except  as  this  controct  shall  otherwise  provide,  any  doubts  or  dip- 
pntes  which  may  arise  as  to  the  meaning  of  anything  In  this  contract  sliall  be- 
teferreO  to  tlie  Chief  of  Ordnance  for  determination.  If,  however,  the  agent 
shall  fe*-!  nggrleved  at  any  decision  of  the  Chief  of  Ordnance  upon  such  refer- 
ence It  shall  have  the  right  to  suhmit  the  same  to  the  Secretary  of  War,  wboae- 
dedslon  shall  be  final  and  binding  on  both  parties  hereto. 

&BT.  XIII.  Wherever  the  term  "Chief  of  Ordnance"  Is  used  In  this  contract 
the  same  shall  be  conatmed  to  Include  the  Actlnp  Chief  of  Ordnance  or  any 
person  designated  to  act  aa  the  Chief  of  Ordnance  Department,  United  States 
Army,  or  any  person  who  Is  accredited  as  hts  duly  authorized  representative. 

Art.  XIV.  Notice  nnder  this  contract  when  not  actually  given  to  the  agent 
shall  be  deemed  to  have  been  sufflclently  given  to  and  received  by  the  agent 
when  mailed  In  a  sealed  post-paid  wrapper,  addressed  to  Marlln-Roekwell  Load- 
ing Co.,  228  West  Ninth  Street,  Wilmington,  Del. 

Abticik  XV.  The  agent  shall  furnish  to  the  United  States  for  the  account 
of  the  Uovemment  within  10  days  after  the  execution  and  delivery  of  tUs 
agreemeDt  a  bond  In  the  sum  of  $8S0,362.S0,  conditioned  upon  the  full  and 
faithful  performance  by  the  agent  of  all  terms,  covenants,  and  conditions  of 
tUs  agreenient  on  the  part  of  the  agent  to  be  performed.  Such  tiond  shall  be- 
in  the  form  and  with  sureties  satlsftctory  to  the  Chief  of  Ordnance,  Unless 
such  tMnd  Is  furnished  within  the  time  limited  this  agreem«it  may,  at  the 
option  of  the  Chief  of  Ordnance,  tie  canceled. 

Abticle  XVI.  It  is  understood  and  agreed,  and  this  contract  Is  premised  on 
this  understanding,  that  the  United  States  shall  not  deliver  to  the  agent,  nor 
shall  the  agent  be  pxi)ected  or  required,  to  load  any  bombs  until  the  United 
States  shall  by  purchase  or  otherwise  and  to  the  satisfaction  of  the  agent 
settle  the  matter  of  royalty  or  claims  for  royalty  growing  out  of  patent  rights 
claimed  by  the  Ma rlln- Rockwell  Corporation,  Lester  P.  Barlow,  or  his  assigns, 
on  certain  devices  used  In  drop  bombs.  In  the  event  of  failure  of  the  parties 
bereto  to  agree  upon  a  satisfactory  settlement  of  such.clolms  this  controct 
shall,  upon  the  construction  of  said  plant  ready  for  operation,  cease  and  deter- 
mine, and  the  provisions  hereof  In  respect  to  the  operation  of  satd  plant 
shall  become  null  and  void  at  the  option  of  either  party,  said  option  to  be 
exercised  In  writing,  and  such  cancellation  to  become  effective  Immediately. 

In  wlini^H  whereof  the  parties  hereto  have  caused  to  be  executed  under 
their  seals  (In  sextu plicate)  hy  their  respective  oOlcers,  duly  authorized,  the 
day  and  year  first  above  written. 

nrtNESBES.  biowatdres. 

0.  K.  MARtttj-RocKWEu,  Loading  Co., 

a  &  H.  Agent. 

BntoL  Kerr,  Secretary-  Edoab  Pabk,  Vice  PreMdent. 

(M.-R.  l.  Co.  Seal.)  Usrrra)  States  of  America, 

By  SaUURL  McItOBEBTS, 

Colonel,  Ordnance  Department,  National  Army, 

Contracting  Offloer. 
Wm.  B.  Moran, 
ByH.  P.  l.-u(0HT, 
Lieulenatit  Colonal,  Ordnance  Department,  Kafional  Army. 
Approved: 

GO 
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.SCHKDULE  I,  Attached  to  and  a  Pabt  or  a  Cektain  Coittxact  BrrwBXit  Hakun- 
RocKWEu.  LOADiNa  Ga  aad  the  Uhitbd  States  or  Ajubioa,  akd  Datb>  thi 
22d  Day  tat  Hat,  19ia 

detail  4»  COST  ACCOUHTlno. 

The  term  "  cost "  bs  applied  to  this  contract  constats  of  foor  elements, 
which  are  concreteljr  defined  In  the  following: 

(1)  The  cost  of  all  direct  labor  paid  for  by  the  agent  and  used  In  the  pro- 
duction of  the  articles  contracted  for  herein. 

(2)  The  cost  of  all  direct  materials  contained  tn  or  forming  part  of  the 
Articles  contracted  for  herein. 

(S)  Pro  rata  share  of  factory  overhead  expense  applicable  to  and  necea- 
aaiy  In  connection  with  the  manufacture  of  the  articles  contracted  for  herein. 

(4)  Pro  rata  share  of  admlnlstrattre  and  general-  expense  applicable  to 
jind  necessary  tn  connection  with  the  manufacture  of  the  articles  contracted 
for  herein. 

The  foregoing  paragraphs  Nos.  1,  2,  3,  and  4  are  subject  to  further  ampli- 
fication as  contained  In  the  "  Definition  of  cost  pertaining  to  contracts,"  to  be 
«upplled  by  the  finance  division  (accounting  section)  of  the  Ordnance  De- 
partment. As  conditions  arise  necessitating  changes  or  modifications  In  the 
definitions  referred  to,  the  Chief  of  Ordnance  will  furnish  the  agent  with  in- 
fonnation  In  regard  thereto. 
Dniteo  States  of  Auebica, 

Stale  of  Delaware,  County  of  Netc  Castle,  $t: 

I,  Harry  D,  Allen,  do  hereby  certify  that  I  am  the  assistant  secretary  of  the 
Marlln-Itockwell  Iioiidlng  <yt.,  duly  <iiinlifled  and  acting  as  such  at  the  time  of 
the  making  of  this  certlflcute;  ibnt  the  foregoing  is  a  true  and  complete  copy 
«f  sftld  contract  and  of  every  part  thereof,  as  appears  from  an  Inspection  of 
the  original  of  said  contract  In  the  files  of  this  company. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  afllsed  the  seal  of  said 
3far[  In-Rock  well  Ixiading  Co.  on  this  20th  day  of  March,  A.  D.  1919. 

[seal.]  H.  D.  Allen, 

Aitistant  Secretary. 

Abticles  of  Aobeeuert  Scpfleurktabt  to  Obdeb  Nuubeb  WAth-Oao.  P3542- 
1281Tw  BY  AND  Between  Mabun-Rockwell  Cobporation,  Mablin-Rock- 
WELL  Loading  Ca,  Uniteo  Statu  of  Auebica,  Dated  Mat  22,  1918. 
AracLEs  or  AOBEEUBNT  SiTppLEUBNTABT  TO  Oboeb  Nuubeb  Wab-Obd.  F3542- 
betweeo  Merlin-Rockwell  Corporation,  a  corporation  organized  and  existing 
under  and  by  virtue  of  the  laws  of  the  State  of  New  York,  and  having  Its  gen- 
eral office  at  New  Haven,  Conn,  (hereinafter  called  the  company),  of  the  first 
7>art,  Marlln-Rockwell  L<)Bdlng  Co,,  a  corporation  organlz«l  and  existing  under 
and  by  virtue  of  the  laws  of  the  State  of  Delaware,  and  having  its  general 
office  at  Wilmington,  Del. •  (hereinafter  called  the  agent),  of  the  second  part, 
and  the  United  States  of  America,  by  Samuel  McRoberts,  colonel,  National 
Army  ( iierelnaf ter  called  the  contracting  officer),  acting  under  (he  authority 
of  the  Secretary  of  War  and  by  direction  of  the  Chief  of  Ordnance,  United 
Stales  Army,  of  the  third  part, 
WItnesseth : 

Whereas  a  state  of  war  exists  between  the  United  States  of  America  and 
the  Imperial  German  and  the  Imperial  and  Royal  Austro- Hungarian  Govern- 
ments, constituting  a  national  emergency  and  In  the  prosecution  of  which  there 
will  be  requlreil  qusntitles  of  ordnance  material ;  and 

Whereas  the  agent  possesses  experience  and  qualifications  for  loading  aerial 
munitions,  and  the  United  States  desiring  to  avail  itself  of  such  experience 
and  quail flcat ions,  has  this  date  entered  into  a  certain  contract.  Order  Number 
War-Ord.  P3.'i42-1231Tw,  for  the  construction  and  operation  of  a  loading 
plant  for  Barlow  heavy  drop  bombs  and  demolition  bombs.  Mark  I,  II,  III, 
IV.  and  V,  In  which  contract  It  Is  provided  that  concurrently  with  the  execu- 
tion of  SHtd  contract  a  tripartite  agreement  should  be  entered  Into  t)etween 
the  company,  tlie  agent,  and  the  United  Slates,  wherein  and  whereby  the  com- 
pany would  guarantee  to  furnish  to  tiie  United  States  and  to  the  agent,  as  aiid 
when,  and  to  tiie  extent  required  In  the  eonstrucflon  and  operation  of  said 
plant,  the  services  of  certain  of  the  company's  departments,  the  right  to  the 
use  of  certain  specifications,  patents   (ns  hereinafter  defined), 
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m  sDcb  caofa  adTsnc«s  as  mlgbt  be  needed,  subject  to  tbe  limitation  bereln- 
Rer  set  fortb. 

Sow.  tfaerefore,  under  the  provisions  of  section  120  of  an  act  of  Congress 
riatlnx  to  national  defense,  approved  June  3,  1618.  and  pursuant  to  alt  other 
»wa  of  the  United  States  and  the  Executive  Orders  of  the  President  of  the 
.nlied  States  or  beads  of  its  departments,  under  which  the  requirements  of 
idTertlsemeDt  for  pr(H»osal8  are  dispensed  with,  and  contracts  in  the  form 
tufot  duly  authorised,  and  In  consideration  of  the  mutual  agreements  herein 
Miialned.  the  said  parties  bave  agreed  and  by  these  presents  do  agree  to  and 
Kith  each  other  as  follows,  viz: 

AmcLK  I.  The  company  ahall  and  does  hereby  guarantee  that  It  wlU  fur> 
alah  to  the  United  States  and  to  the  agent,  as  and  when,  and  to  tbe  extent 
required  in  tbe  construction  and  operation  of  the  said  plant  referred  to  In 
lie  contract  aforesaid,  between  the  agent  and  the  United  States. 

<•)  The  services  of  Its  eoglneerlng,  purchasing,  operating,  and  other  special 
tad  technical  departments,  officers,  and  employees. 

\b)  The  right  to  use  all  plans,  drawings,  speclBcatlons,  patents  (other  than 
tboae  covering  inventions  pertaining  to  the  construction  or  design  of  such 
boobs  as  are  covered  by  contract  of  January  29,  19IS,  between  Marlln-Rock- 
«tll  Corporation  and  Lester  P.  Barlow),  processes,  and  trade  secrets  pos- 
Ksed  by  IL 

|r)  Such  cash  advance  bearing  6  per  cent  interest,  aa  and  when  required, 
poiided,  however,  tn  no  event  that  the  Marlln-Rockwell  Corporation  shall 
be  leqolred  or  exi>ected  to  advance  a  total  of  more  than  t'12S,000  tn  addition 
ID  inr  amounts  that  may  be  needed  for  the  purchase  of  land  upon  which 
tt£  plant  of  tbe  agent  la  to  be  erected. 

AmcLz  II.  This  tripartite  agreement  shall  continue  during  the  life  of  tbe 
notrtct  aforesaid,  and  shall  be  subject  to  modifications  only  with  the  con- 
sat  of  tbe  United  States;  and  upon  the  expiration  or  termination  of  the 
awmct  aforesaid  the  United  States  shall  bave  oo  further  rlgbt  hereunder 
to  the  nse  of  anything  specUled  in  paragraphs  a,  b,  and  o  of  Article  I  hereof. 

Id  witness  whereof  the  parties  hereto  have  caused  this  contract  to  be  ex- 
Koted  under  their  seals  (Id  sextupUcate)   by  their  respective  officers,  duly 
inchorlEed.  the  day  and  year  first  above  written. 
IH-R  Cor.  seal) 

Maslin-Rockweix  Gobpobatioh, 


0.  K.  C  *  H. 


(V'R  L.  Co.  seal.) 


ByLoviB  B.  Stoddabd,  Vice  PreHdent. 
Ebbol  Kkbb,  Secrelary. 


ElaaoL  Kerb,  Becretaru. 
Umeteo  States  of  Aurbica. 

By  SAlfUEL    MCROBBBTS, 

Cotonel,  OTdnance  Department,  National  Armp. 


IWar-Ord.  P35*2-1281TW.] 

lliiLis  Rockwell  LoAotno  Co.  and  UwrrED  States  of  Auebica — OannARci 
r*piiT«»T,  Unftko  States  Abuy — Second  Supplement  ai  CoNTRAc?r, 
Sept.  10,  1918. 

This  Kcond  supplemental  agreement,  entered  Into  this  10th  day  of  September, 
aiS,  between  the  Marlln-Rockwell  Loading  Co.,  a  corporation  organized  and 
eHKlng  under  and  by  virtue  of  the  laws  of  the  State  of  Delaware,  and  having 
lt»  priDdMl  place  of  business  in  the  city  of  Wilmington,  State  of  Delaware 
(hefrlMtter  called  the  agent),  party  of  the  first  part,  and  tbe  United  States  of 
Amwlpt,  acting  through  and  represented  by  WlUlam  Williams,  lieutenant 
whmel,  Orrtnance  Department,  United  States  Army,  duly  authorized,  under 
sfflhoriij  of  tlie  Secretary  of  War,  to  make  and  execute  contracts  to  be  per- 
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formed  under  the  direction  of  Samuel  ricRolterta,  brigadier  geDerol,  Orduiince 
Depurtment,  I'nited  States  Aruiy.  or  liia  Bucoessnr,  as  liead  of  tlie  Procurement 
Division,  Ufliee  of  the  Chief  of  Ordnance,  party  of  the  tlrat  part. 

Wltnesaeth : 

Whereas,  the  parties  hereto  have  entered  Into  au  agreemeut  numbered  War- 
Ord.  F3542-i:>31T»-,  dated  May  22,  1918.  whereby  the  Marlln-Bocltweli  Loading 
Co.,  as  agent,  was  to  construct  and  operate  a  loading  plant  for  Barlow  heavy 
drop  bombs  and  high-capacity  bombs,  Marks  I,  II,  III,  IV,  V.  on  a  basis  of 
cost  plus  10  per  cent,  the  estimated  cost  of  the  construction  t>elQg  from 
11,250.000  to  *1,500.000.  and  by  tlie  terms  of  Article  XV  of  which  agreement. 
the  Mariln-Hock-well  Loading  Co.  was  to  furnish  to  the  United  Staffs  a  bond  In 
the  Bum  of  $880362.50.  conditioned  upon  the  full  and  faithful  performance  of  nil 
terms,  covenants,  and  conditions  of  the  agreement,  the  cost  of  which  bond  was 
to  t)e  Included  as  a  part  of  the  cost  of  construction,  for  which  the  United  States 
was  to  reimburse  the  contractor;  and  which  agreement  was  supplemented  by  a 
tripartite  agreement,  dated  May  22.  1918,  between  Marlln -Rockwell  Corporation, 
Marlin-Rockwell  Loading  Co.,  and  the  United  States  of  America,  whereby  Mar- 
lln-Rockwell  Corporation  guaranteed  to  furnish  to  the  United  States  and  to 
Marlin-Rockwell  Loading  Co..  as  and  when,  and  to  the  extent  required  in  the 
construction  and  operation  of  the  plant  referred  to  In  the  original  agreement ; 

(a)  The  sen'ices  of  Its  engineering,  purchasing,  operating,  and  other  special 
technical  departments,  officers,  and  employees. 

(6)  The  right  to  use  all  plans,  drawings,  speclflcations,  patents  (other  than 
those  covering  Inventions  of  Lester  P.  Barlow  pertaining  to  the  construction 
or  design  of  such  bombs  as  are  covered  by  contract  of  .January  20,  191S,  be- 
tween Marlln -Rock  well  Corporatlwi  and  I-ester  P.  Barlow),  processes,  and 
trade  secrets  possessed  by  It 

<c)  Such  cash  advances,  tteariag  6  per  cent  Interest,  as  and  when  required, 
but  not  to  exceed  $125,000. 

Whereas  It  is  desired  to  supplement  and  amend  said  agreement  in  the  interest 
of  the  United  States  so  as  to  provide  that  the  amount  of  the  bond,  as  required 
by  Article  XV  of  the  original  agreement,  shall  be  reduced  from  $880,362.50  to 
$250,000,  thereby  decreasing  the  amount  of  the  premium  required  to  be  paid  by 
the  United  States. 

Now,  therefore,  under  the  laws  of  the  United  States  in  such  cases  made  and 
provided  and  In  consideration  of  the  mutual  agreements  herein  contained,  the 
said  parties  have  agreed  and  by  these  presents  do  agree  to  and  with  each  other 
as  follows: 

Article  I.  Article  XV  of  the  original  agreement,  dated  May  22,  1918,  reading 

"AaT.  XV.  The  agent  shall  furnish  to  the  Ignited  States  for  the  account  of  the 
Government,  within  10  days  after  the  execution  and  delivery  of  this  agreement, 
a  bond  In  ttie  sum  of  $880332.50,  conditioned  upon  the  full  and  faithful  per- 
formance by  the  agent  of  all  terms,  coveoauts,  and  conditions  of  this  agreement 
ou  the  part  of  the  agent  to  be  performeil.  Such  bond  shall  be  In  the  form  and 
with  sureties  satisfactory  to  the  Chief  of  Ordnance.  Unless  such  bond  Is  fur- 
nished within  the  time  limited,  this  agreement  may,  at  the  option  of  the  Chief 
of  Ordnance,  be  canceled." 

is  hereby  stricken  out  with  the  same  force  and  effect  as  though  the  same  had 
never  been  contained  therein,  and  the  following  Article  XV  substituted  therefor : 

"Abt.  XV.  The  agent  shall  furnish  to  the  United  Slates  for  the  account  of 
the  Government,  within  10  days  after  tlie  execution  and  delivery  of  this  agree- 
ment, a  bond  In  the  sum  of  $250,000.  conditioned  upon  the  full  and  faithful  per- 
formance by  the  agent  of  all  terms,  covenants,  and  contlltloua  of  this  agreement 
on  the  part  of  the  agent  to  be  performed  In  so  far  as  the  same  relate  to  the 
construction  of  the  loading  plant,  and  such  other  bonds  as  may  be,  at  any  time 
hereafter.  In  the  discretion  of  the  contracting  officer,  required  In  the  perform- 
ance of  this  agreement  with  respect  cither  to  the  construction  or  operation  of 
the  loading  plant.  Such  bond  shall  be  In  the  form  and  with  sureties  satisfactory 
to  the  Chief  of  Ordnance.  Unless  sui^h  bond  Is  furnished  within  the  time 
limited,  this  agreement  may,  at  the  option  of  the  Chief  of  Ordnance,  be  can- 

Art.  II,  Except  as  herein  modified,  all  the  terms  and  conditions  of  Ihe  agree- 
ment dated  May  22, 1918,  as  supplemented  by  llrat  supplemental  agreement,  also 
dated  Moj-  22,  1918,  shall  remain  in  full  force  and  effect 
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In  nitiwBS  whereof,  the  parties  hereto  have  caused  this  contract  to  be 
toecnted  under  th^  seatc  and  by  their  dnly  authorized  offlcera  the  day  and 
year  Brst  above  written. 


SIOHATtTBES  : 

H.  D.  Auxn.  Atai^ant  Secretary.         Mabuk-Rocswbll  Loadina  Ca, 
P.  A.  OsfxwACK.  VvntrtKtor, 

By  H.  R.  ToBEY,  Vice  Prc«iden(. 
UnrrcD  States  or  Aue&ica, 
By  Wm.  Wiluaiis, 
lAeutenant  CoHmet,  Ontnance  Department. 

United  Statet  Army. 
(M.  R.  L.  Oo.  Snu.1 

Co.TTmACT  BT  AT«D  Between  Baldwin's  (Inc.),  SPRiNoFtEUi,  Mass.,  and  Mabun- 
RocKWELi.  Loading  Co.,  Aoeht.  United  States  Gomoinmekt  Obdnancb 
IWpjLKTUsnT,  United  States  Abut. 


Contract  made  <for  the  benefit  of  the  United  States)  and  concluded  this  19lb 
day  of  June,  1918,  by  and  between  Baldwin's  (Inc.),  a  corporation  organized 
snder  the  laws  of  the  State  of  Massachusetts,  party  of  the  first  part  (hereln- 
tfter  called  "caterer"),  and  Martin- Rockwell  Loading  Co.,  a  corporation  organ- 
bed  and  eTtsting  nnder  and  by  virtue  of  the  laws  of  the  Stute  of  Delaware, 
having  Its  general  offices  at  Wilmington,  Del.,  agent  for  the  United  States  of 
America,  party  of  the  second  part  (hereinafter  called  "  agent") : 
Witnesseth : 

Whereas  the  Congress  having  declared  by  Joint  resolution  approved  April  6, 
HIT,  that  war  exists  between  the  United  States  of  America  and  Germany,  con- 
nliatiiiK  a  national  emergency,  and  the  United  States  urgently  requires  the 
lnunediate  performance  of  the  work  hereinafter  described,  and  It  Is  necessary 
that  f«id  work  shall  be  in  operation  wKhln  the  shortest  possible  time ;  and 

Wbeceaa  said  agent  entered  Into  an  agreement  with  tlie  United  States  of 
ADKrice  on  May  22,  1918,  for  the  construction  and  operation  of  a  plant  for  the 
toadlng  of  aerial  munlttoDs;  and 

Wboreas  It  Is  advisable,  under  the  disturbed  conditions,  for  the  United  States 
V>  depart  from  the  usual  procedure  in  the  matter  of  letting  contracts  and  adopt 
mwns  that  will  Insure  the  most  expeditious  i«sults ;  and 

WtierFas  the  caterer  has  had  experience  In  the  operation  of  similar  work,  has 
u  organlxatloD  suitable  for  the  performance  of  such  work,  and  Is  ready  to 
mdcrtake  the  same  upon  the  terms  and  conditions  herein  provided  : 

>oiF,  therefore,  this  contract  witnesseth :  That  in  consideration  of  the  prem- 
1*9  aod  of  the  payments  to  be  made  as  hereinafter  provided,  the  caterer  hereby 
eimuints  and  agrees  to  and  with  the  agent  as  follows : 

lincLE  1.  Buildingi. — The  agent  agrees  to  provide  suitable  buildings  and 
^rters  tor  use  as  a  restaurant,  lunch  room,  or  eating  establishment,  together 
tWi  the  necessary  kitchens,  bakeries,  storerooms  and  appurtenances,  and  sleep- 
tog  HDd  living  quartern  for  use  of  commls-iary  employees.  The  agent  shall  be 
(k  sole  Judge  a»  to  location  and  design  of  the  various  restaurants  and  establlsh- 
Btals  and  may  from  time  to  time  change  the  same  and  substitute  others  therefor. 
AiT,  2.  Detign. — The  caterer  aprees  to  give  to  the  agfnt  the  benefit  of  Ita 
«i[ierleQCe  in  the  matter  of  construction  and  design  of  said  equipment. 

An.  3.  Eilml  of  tcork. — a.  The  caterer  shall  (first  obtaining  the  approval 
or  (be  a^ent)  purchase  aU  restaurant  and  kitchen  fixtures  and  equipment 
wqulfed  for  the  operation  of  the  commissary,  and,  in  addition  thereto,  pur- 
dusv  all  food  and  other  nibterlal  consumed  In  or  sold  through  the  commls- 
ar;  Biul  stores  except  ns  otherwise  directed  by  the  agent. 

b.  The  caterer  shall  operate  said  commissary  In  a  proper  manner  and' to 
Ibe  Mttstactlon  of  the  agent  and  shall  conform  to  any  sanitary  or  other  regu- 
litloDS  imposed  by  the  agent.  Food  served  b}  the  caterer  shall  be  proper 
uri  Diitrltious  In  quantity,  qunllty,  and  kind ;  the  service  and  all  other  mat- 
ten  In  relation  thereto.  Including  the  time  of  serving  and  the  prices,  shall 
I*  wbjret  to  the  approval  of  the  agent. 
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c.  The  caterer  ehall  Include,  as  part  of  the  servlcen  rendered  by  the  com- 
missary, the  fiale  ot  cigars,  clgarettee.  confectioaery,  soft  drloka,  and  other 
llgbt  commodities,  including  such  addltlODal  goods  and  merchandise  as  nfay 
be  elected  by  the  agent,  but  no  spirituous,  malt,  or  other  Intoxicaats  eball  be 
sold,  used,  or  allowed  upon  the  premises. 

d.  The  caterer  shall  hire  and  discharge  the  necessary  employees  and  &z  the 
wages  or  compensation,  subject  to  the  approval  of  the  agent.  No  person, 
however,  shall  be  employed  or  retained  in  the  employ  of  the  caterer  when 
unsatlsCactory  to  the  agent,  as  evidenced  by  a  written  notice  from  the  agmt 
to  the  caterer. 

The  caterer  shall  keep  a  detailed  account  and  render  monthly  report  of 
all  purchases,  receipts,  and  disbursements.  Such  accounts  and  reports  shall 
be  kept  In  a  nfanner  satisfactory  to  the  agent  and  shall  be,  at  all  times,  sub- 
ject to  auditing  and  Inspection  by  the  agent. 

All  of  the  above  shall  he  hereinafter  called  "work." 

Art,  4,  Rereiptf. — The  caterer  shall  deposit  all  funds  received  In  the  opera- 
tion of  the  commissary  or  from  the  agent  for  the  purpose  specified  hereunder 
In  a  trustee  account  in  such  place  or  places,  as  may  be  determined  by  the 
auditor  of  the  agent. 

The  title  to  funds  so  deposited  shall  be  In  the  agent,  pending  withdrawal 
as  elsewhere  provided  herein. 

Abt.  S.  Additional  futtdg. — The  agent  shall,  to  said  trustee  account,  deposit 
such  additional  sums  as  may  be  required,  and,  from  said  account  shall  be 
withdrawn  such  amounts  as  may  be  elected  by  the  agent. 

Art.  6.  Determination  of  fee. — On  or  about  the  7th  day  of  each  month 
the  caterer  shall  prepare  statement  showing  as  completely  as  possible : 

A.  The  cost  of  labor  up  to  and  Including  the  last  day  of  the  previous 
month : 

B.  The  cost  of  materials  furnished  by  the  caterer  up  to  and  Including  the 
last  day  of  the  previous  month ; 

C.  The  cost  of  equipment  up  to  and  including  the  last  day  of  the  previous 
month ;  and  the  caterer  shall  at  such  time  deliver  to  the  agent  the  original 
signed  pay  rolls  for  labor,  material  and  equipment,  and  all  other  original 
papers  not  theretofore  delivered,  supporting  espendltures  claimed  by  the 
caterer  and  included  In  the  cost  of  the  work. 

The  agent  shall,  prior  to  the  15th  day  of  each  month,  pay  to  the  caterer 
the  cost  of  the  work  mentioned  In  A,  B,  and  G,  of  this  article,  less  all  pre- 
vious staleiuents,  and,  In  addition  tliereto,  shall  pay  the  caterer  for  Its  serv-. 
Ices  the  following  prescribed  fee; 

a.  Upon  a  net  cost  of  operation  to  an  amount  not  exceeding  $50,000  per 
calendar  month,  7  per  cent. 

b.  Upon  the  net  cost  of  operation  over  and  above  $50,000  per  calendar 
month.  5  per  cent. 

Abt.  7.  Net  cost  of  operation. — The  "Net  cost  of  operation"  shall  include 
the  following: 

a.  The  net  cost  of  all  equipment  and  utensils  necessary  and  suitable  for  the 
equipment  and  operation  of  the  work  as  authorized  hereunder. 

b.  The  net  cost  of  all  foodstuffs  and  supplies  paid  for  during  the  preceding 
month. 

c.  Wages  and  salaries  paid  to  the  employees  employed  in  the  operation  of 
the  work,  with  necessary  transportation,  traveling,  or  other  incidental  ex- 
penses reasonably  Incurred. 

The  compensation  of  field  men  whose  services  may  be  divided  between  two 
or  more  plants  of  the  caterer  shall  be  charged  In  proportion  to  their  actual 
time  spent  in  connection  with  the  work,  all  subject  to  the  approval  of  the 
ugent. 

Abt.  8.  Not  allowed  os  cost.— The  "  Net  cost  of  operation  "  shall  not  include : 

a.  The  cost  of  maintenance,  repair,  or  renewal  or  said  equipment  aad 
utensils. 

b.  The  cost  ot  the  commissary  building,  Including  plumbing,  heating,  electrical 
equipment,  or  facilities  installed  therein  by  the  agent. 

c.  The  cost  of  lighting  or  heating  buildings  used  for  work. 

d.  Salaries  of  the  executive  officers  ot  the  caterer. 

Art.  9.  Agent'i  approval  of  cost. — If  there  be  any  Item  or  Items  entering 
Into  such  statement  upon  which  the  caterer  and  agent  can  not  agree,  the  de- 
cision of  the  agent  as  to  such  disputed  Item  or  Items  shall  govern. 
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AxT.  10.  Title  to  good*  purcha»e4. — The  title  to  all  foodstuffs,  supplies,  equtp- 
rofnt,  nnd  property  purchnwd  by  the  caterer  hereunder  and  paid  for  out  of  the 
trustee  acoonnt  or  from  receipts  of  the  commissary  or  otherwise  from  funds  of 
the  a^nt  shall  be  In  the  agent. 

Art.  11.  Duration  of  contract. — The  terms  and  conditions  of  this  agreement 
shall  continue  for  a  period  of  six  months  from  date  and  for  like  periods  there- 
after, unless  terminated  as  provided  therein. 

Abt,  12.  Cancellation  of  con(roc(.— This  agreement  may  be  terminated  by  either 
party  upon  10  days'  written  notice,  and  at  the  expiration  of  such  time  all  rights 
and  claims  of  the  caterer  against  the  Bgent  shall  cease  and  determine,  escept 
that  the  caterer  shall  be  paid  any  monthly  Installment  earned  and  unpaid,  to- 
gether with  the  proportion  of  the  current  monthly  pa.vment  earned  to  the  date 
upon  which  termination  becomes  effective:  Provided.  Aoweiier,  That  should  the 
contract  be  terminated  by  the  agent  within  three  months  of  date,  caterer  shall 
be  entitled,  as  reimbursement  for  its  expenditures  in  placing  the  commissary 
In  operation,  to  an  additional  compensation  of  S  per  cent  upon  the  "  net  cost  of 
operation  "  from  the  date  of  the  contract  to  the  date  of  termination. 

The  caterer  agrees  that  such  poymets  when  made  shall  constitute  full  settle- 
ment of  all  claims  of  the  caterer  against  the  agent  for  money  claimed  to  be  due 
to  the  caterer  for  any  reason  whatsoever. 

In  case  of  such  termination  of  the  contract,  the  agent  shall  further  assume 
and  become  liable  for  all  obligations,  commltmontB,  and  unliquidated  claims  as 
the  caterer  may  have  theretofore  In  good  faith  and  with  the  consent  of  the  agent 
uwlertaken  or  incurred  In  connection  with  said  work,  and  the  caterer  shall,  as  a 
condition  of  receiving  the  payments  mentioned  In  this  article,  execute  and  de- 
liver all  such  papers  and  lake  all  such  steps  as  the  agent  may  require  for  the 
purpose  of  fully  vesting  In  him  the  rights  and  benefits  of  the  caterer  under 
auch  obligations  or  commitments.  When  the  agent  shall  have  performed  tbe 
duties  Innimbent  upon  him  under  the  provisions  of  this  article,  the  agent  shall 
thereafter  be  entirely  released  and  discharged  of  and  from  any  and  alt  demands, 
actions,  or  claims  of  any  kind,  on  the  part  of  the  caterer  hereunder  or  on  account 
hereof. 

Abt.  18.  nucovnii,  rehalet,  etc. — The  agent  shall  have,  at  all  times,  the  benefit 
of  the  purchasing  ability  and  market  knowledge  of  the  caterer,  so  that  the  coat 
of  operation  of  the  commissary  shall  be  as  low  as  possible,  consistent  with  the 
class  of  service  required  to  be  rendered.  The  caterer  shall  pay  the  agent  for  de- 
port In  the  trustee  account  all  discounts,  rebates,  and  other  allowances  received 
In  connection  with  the  purchase  of  supplies  or  equipment  hereunder.  Such  dis- 
counts, rebates,  and  allowances  shall  be  taken  In  reduction  of  the  operation  cost 
on  which  the  caterer's  fee  is  to  be  based. 

Ait.  14.  /n*pp^ion  and  nvdit. — Tbe  agent  shall,  at  all  times,  be  afforded 
proper  facilities  for  Inspection  of  the  work  and  shall,  at  all  times,  have 
access  to  the  premises,  to  all  books,  records,  correspondence,  Instruction,  re- 
colpts,  vouchers,  and  memoranda  of  every  description  of  the  caterer  pertain- 
ing to  said  work,  and  the  caterer  shall  preserve,  for  a  period  of  two  years 
aftor  Its  completion  or  cessation  of  work  under  this  contract,  all  tbe  books, 
records,  and  other  papers  Just  mentioned. 

If  at  any  time  the  agent  shall  find  that  bills  for  labor,  materials,  or  other 
bills  legitimately  Incurred  by  the  caterer  are  not  promptly  paid  by  the  caterer, 
tiie  agent  may,  at  Its  discretion,  refuse  to  make  further  payments  to  the 
caterer  until  such  obligations  past  due  have  been  paid.  Should  tbe  caterer 
neglect  or  refuse  to  pay  such  bills  within  five  days  after  notice  from  the 
ageot  to  do  80.  then  the  agent  shall  have  the  right  to  pay  such  bills  directly,  in 
which  ewnt  such  direct  payments  shall  not  be  included  in  the  net  cost  of  the 
work  on  which  the  caterer's  fee  is  to  be  computed. 

AST.  18.  Special  requirementi. — The  caterer  hereby  agrees  that  it  will — 

(a)  Begin  the  work  herein  specified  at  the  earliest  time  practicable,  and 
diligently  proceed  so  that  such  work  may  be  completed  at  the  earliest  possible 
date. 

(b)  Procure  for  the  agent  and  thereafter  maintain  such  Insorauce  in  such 
forms  and  in  sach  amounts  and  for  such  periods  of  time  as  the  agcut  may 
approve  or  require. 

(c)  Procure  all  necessary  permits  and  licenses  and  obey  and  abide  by  all 
laws,  regulations,  ordluances,  and  other  rules  applying  to  such  work,  of  the 
United  States  of  America,  of  the  State  or  Territory  wherein  such  work  Is  done, 
«r  any  subdivision  thereof,  or  of  any  duly  consUtnted  public  authority. 
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((f)  Unless  this  provision  Is  waived  by  tbe  agent,  insert  In  every  contract 
made  by  It  for  the  furnishing  to  It  of  services,  materials,  supplies,  machinery, 
and  equipment,  of  the  use  thereof,  for  the  purpose  of  the  work  herennder, 
a  provision  that  such  contract  Is  made  for  the  benefit  of  the  United  States. 

(e)  In  every  subcontract  made  In  accordance  with  the  provlaLons  hereof, 
require  tbe  subcontractor  to  agree  to  comply  fully  with  all  the  undertakings 
and  obligations  of  the  caterer  herein,  excepting  such  as  do  not  apply  to  socb 
subcontractor's  work. 

If)  At  all  times  keep  at  the  ^te  of  the  work  a  duly  appointed  representative, 
who  shall  receive  and  execute  on  the  part  of  the  caterer  such  notices,  dt- 
rections.  and  Instructions  as  the  agent  may  desire  to  give. 

(e)  At  all  times  use  Its  best  efforts  In  all  its  acts  hereunder  to  protect  and 
subserve  the  Interest  of  tbe  agent  and  the  United  States. 

Abt.  16.  Bona. — The  cater  shall,  if  required  by  the  agent,  prior  to  commenc- 
ing satd  work,  furnish  a  bond  with  suertles  satisfactory  to  the  agent  to  >)n 
amount  not  exceeding  $100,000,  the  cost  of  such  bond  to  be  Included  in  the  "Cost" 
upon  which  Is  determined  the  fee,  conditioned  npon  its  full  and  faithful  perform- 
ance of  all  the  terms,  conditions  and  provisions  of  this  contract  and  upon  Its 
prompt  payment  of  all  bills  for  labor,  materials,  or  other  services  furnished 
to  the  caterer. 

A»T.  17.  Convict  labor. — No  person  or  persons  shall  be  employed  In  the 
performance  of  this  contract  who  arc  undergoing  sentence  of  Imprisonment  at 
hard  labor  Imposed  by  tlic  courts  of  any  of  the  several  States,  Territories,  or 
municipalities  having  criminal  jurisdiction. 

Art.  18.  Bmplovee*.—The  caterer  shall,  when  required,  report  to  the  agent, 
the  citizenship,  country  of  birth,  or  alien  status  of  any  or  all  of  its  employees. 
When  required  by  the  agent.  It  shall  refuse  to  employ,  or  If  nlreody  employed. 
forthwith  discharge  from  employment  and  exclude  from  Its  works  any  person 
or  persons  designated  by  the  agent  for  cause  as  undesirable  for  employment. 
The  agent  shall  pay  to  the  caterer,  as  part  of  the  cost,  any  expense  incurred 
by  the  caterer  which  shall  he  determined  by  the  agent  to  be  directly  caused 
by  the  requirements  of  this  article.  The  caterer  shall  also  make  the  provisions 
of  this  article  applicable  to  all  employees  working  under  such  contract  with 
the  caterer. 

In  the  event  of  any  dispute  with  reference  to  wages,  hours,  or  other  condltloas 
appertaining  to  said  work,  between  the  caterer  or  any  subcontractor  and 
labor  employed  by  him  on  aald  work,  the  caterer  or  subcontractor  shall  im- 
mediately notify,  the  agent  of  the  existence  of  such  dispute  and  the  reason 
therefor.  The  agent  may,  at  Its  option.  Instruct  the  caterer  or  subcontractor 
Involved  In  such  dispute  as  to  the  method  or  steps  which  the  caterer  or  sub- 
contractor should  follow  with  reference  thereto,  and  the  caterer  or  subcon- 
tractor shall  thereupon  comply  with  such  Instructions. 

AsT.  19.  Righta  to  trangfer  or  wfttei.— Neither  this  contract,  nor  anj 
Interest  therein,  shall  be  assigned  or  transferred,  the  caterer  shall  not  eatev 
Into  any  subcontract  for  any  part  of  the  work  herein  specified  without  tbe 
consent  and  approval  In  writing  of  the  agent.  In  case  of  such  assignment, 
transfer,  or  subletting  without  the  consent  and  approval  In  writing  of  the  agent, 
the  ogent  may  refuse  to  carry  out  this  contract  either  with  the  transferror 
or  the  transferee,  but  all  rights  of  action  for  any  breach  of  this  contract  by 
the  caterer  are  reserved  to  the  agent 

Art,  20.  No  fxtrlMpoHtm  (n  profiU  by  Qovemmenl  officials. — No  Member  of, 
E>elegnte  to  Congress  or  Resident  Commissioner  nor  any  other  person  belonging 
to  or  employed  in  military  service  of  the  United  States,  is  or  shall  be  admitted 
to  any  share  or  part  of  this  contract,  or  to  any  benefit  that  may  arise  therefrom, 
hnt  this  article  shall  not  apply  to  this  contract  so  far  as  It  may  be  within  the 
operation  or  exception  of  section  116  of  the  act  of  Congress  approved  March  4, 
1909.     (S9  Stats..  1109). 

Abt.  21.  Settlement  of  liUpiile'. — ^Tlils  contract  shall  be  Interpreted  as  a  whole 
and  the  intent  of  the  whole  Instrument,  rather  than  the  Interpretation  of  any 
special  clause,  shall  govern.  If  any  doubts  or  disputes  shall  arise  as  to  tbe  mean- 
ing or  Interpretation  of  anything  In  this  contract,  or,  If  the  caterer  shall  con- 
alder  Itself  prejudiced  by  any  action  or  decision  of  the  agent  made  under  the 
provisions  of  article  10  hereof,  the  matter  shall  be  referred  to  the  Chief  of 
Ordnance  for  determination.  If,  however,  the  caterer  shall  feel  aggrieved  by  the 
decisions  of  the  Chief  of  Ordnance,  it  shall  have  the  right  to  submit  the  same 
to  tbe  Secretary  of  War,  whose  decision  shall  be  final  and  binding  upon  both 
parties  hereto. 
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Mr.  Grahah.  You  may  proceed. 

Mr.  ToBET.  On  June  8  tne  engineering  department  was  notified — 
and  I  mean  the  engineering  department  of  our  company — was  notified 
by  Mr.  fiussel  that  Ivconitc  would  be  used  for  loadmg  the  bombs, 
lou  understand  that  Mr.  Russel  was  then  the  general  manager  of  the 
Marlin-Rockwell  Loading  Co. 

Mr.  Graham.  Up  to  that  time,  had  there  been  any  specifications  as 
to  the  material ! 

Mr.  ToBET.  Informally  and  tentatively,  but  subject  all  the  time  to 
change.  Precisely  how  many  changes  during  that  interval  I  can  not 
state.  I  can  simply  state  that  from  the  beginning  there  were  five 
substantial  changes  made  in  the  ingredients. 

Mr.  Ghaham.  You,  presumably,  had  gone  to  no  distance  in  the 
building  operations  at  that  time  I 

Mr.  ToBET,  We  had  gone  to  no  distance  except  as  to  the  plant  lay- 
out. And  a  change  in  the  ingredients  in  almost  every  one  of  the  five 
cases  of  change,  necessitated  a  change  in  the  plant  layout. 

Mr.  Gbabah.  Tell  us  why. 

Mr.  ToBET.  Because  if  one  type  of  powder  is  used,  it  will  require 
a  bigger  margin  of  safety  as  between  the  buildings.  It  may  require 
that  you  put  up  sand  barricades ;  for  instance,  so  that  if  there  is  an 
explosion  it  will  go  upward  and  not  spread.  A  difference  in  ingre- 
dients would  naturally  make  a  difference  in  the  explosive  hazard. 
Another  element  for  a  necessity  in  tlie  change  in  plant  layout  was 
occasioned  by  the  fact  that  one  kind  of  ingrediente  may  be  loaded 
largely  by  machinery,  and  another  may  recjliire  a  great  deal  more 
handwork.  One  might  be  poured ;  some  of  these  ingredients  might 
be  liquefied  and  poured. 

Mr.   Gkahax.  Such  as  TNT. 

Mr.  ToBKT.  Yes,  sir.  And  another  may  have  to  be  rammed  home 
in  the  dry  state,  or  in  a  plastic  state.  That  requires  a  different  kind 
of  loading,  and  in  considering  these  different  kinds  of  loading  you 
have  to  have  your  plant  arranged  sequentially  so  that  the  work  may 
proceed  from  one  point  to  another. 

Mr.  .Graham.  Up  to  the  time  that  the  lyconite  change  was  made 
had  you  laid  out  your  work! 

Mr.  ToBET.  Yes,  sir;  we  had  submitted  already  two  complete  plant 
layouts. 

Mr.  Gbauah.  Due  to  replanningl 

Mr.  ToBET.  Yes,  sir.  I  have  a  memorandum  here  that  between 
this  date,  June  8  and  July  1,  three  plot  plans  were  developed.  It 
had  been  almost  impossible  to  obtain,  up  to  this  time,  a  statement  of 
the  loading  program  required  by  the  Government;  that  is  to  say  the 
exact  type  of  bombs  to  be  loaded,  and  how  many  were  to  be  required 
per  day.  the  original  program  specified  in  the  contract  having  been 
canceled. 

Mr.  Gbaham.  You  may  continue  your  statement. 

Mr.  TonET.  As  I  stated,  it  had  been  almost  impossible  to  obtain 
up  to  this  time  a  definite  statement  of  the  loading  program  required 
by  the  Government.  I  mean,  as  to  the  exact  type  of  the  bombs  to  be 
loaded,  how  many  would  be  required  per  day — the  original  program 
specified  in  the  contract  having  been  canceled.  The  contract  makes 
certain  representations  as  to  the  number  of  bombs  which  should  be 
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loaded,  or,  it  stated  the  plant  should  be  of  capacity  to  load  so  many 
bombs  per  day,  specifying  not  in  detail  but  in  general  langua^. 

Mr.  Graham.  I  see  specified  here  500  Barlow  heavy  drop  bombs, 
1,000  Mark  I  capacity  drop  bombs,  600  Mark  II  high  capacity  drop 
bombs,  3,000  Mark  III  high  capacity  drop  bombs,  and  so  on. 

Mr.  ToBET.  Those  marlia  are  simjuy  certain  designating  numbers 
to  indicate  capacity  for  instance — to  contain  from  100  pounds  of 
powder  up  to  the  heaviest  one  in  m^  recollection  was  540  pounds  of 
powder.  Those  marks  are  designating  numbers. 

Mr.  Graham.  What  change  was  made  in  the  capacity  of  the  plants 

Mr.  ToBET.  No  particular  change  in  the  capacity  of  the  bombs,  but 
in  the  ingredients,  as  to  TKT,  lyconite,  or  amatol,  and  if  amatol  what 
the  percentage  of  it. 

Mr.  .Graham.  You  may  proceed. 

Mr.  ToBET.  On  July  5  a  letter  was  written  by  Mr.  J.  H.  Bigelow, 
then  associated  with  the  Marlin-Bockwell  Loading  Co.,  as  designing 
engineer,  stating  that  he  had  received  instructions  from  Washington 
as  to  the  nature  of  construction  of  the  plant  buildings.  During  all 
this  time  careful  consideration  was  being  given  to  the  selection  of 
the  railroad  site,  the  construction  of  shipping  facilities  on  the  water 
front,  the  repair  of  the  dike,  and  the  development  of  water  supply. 
Numerous  visits  were  received  from  various  Government  officials,  in 
order  to  discuss  matters  relative  to  plant  design,  railroad  construc- 
tion, dike  repair,  etc.,  but  no  decision  could  be  obtained  as  to  the 
nature  of  the  explosive  to  be  used  or  the  loading  program. 

Mr.  Graham.  Where  was  Mr.  Bigelow  at  that  time? 

Mr.  ToBEi.  In  the  employ  of  the  Marlin-Rockwell  Loading  Co, 

Mr.  Grahah.  At  Wilmington ! 

Mr.  ToBEY,  Yes,  sir;  at  Wilmington. 

Mr.  Graham.  Was  he  there  the  most  of  the  time? 

Mr.  ToBET.  Oh,  j'es;  he  was  on  our  regular  staff.  He  was  there 
entirely,  except  when  he  might  be  summoned  to  Washington  for  con- 
sultation. 

Mr.  Graham.  He  did  not  stay  at  the  Marlin-Rockwell  plant  tiiat 
they  were  building? 

Mr.  ToBET.  Well,  up  to  that  time  there  were  no  buildings  down 
there.  There  was  only  the  site,  and,  quite  naturally,  you  had  to 
have  your  drafting  room  in  Wilmington;  otherwise  they  would  have 
been  under  a  maple  tree  while  working  on  the  site  buildings.  We 
had  to  run  a  spur  track  a  distance  of  between  8  and  8J  miles  to  con- 
nect with  the  Pennsylvania  lines. 

Mr,  Graham.  Did  you  say  to  form  a  connection  with  the  Penn- 
sylvania Railroad  lines? 

Mr.  ToBBT.  Yes,  sir. 

Mr.  Graham.  Where  was  this  plant  to  be  located?  Describe  it 
to  us. 

Mr.  ToBEY.  Wellj  it  was  a  site  on  the  Delaware  River  about  20 
miles  south  of  the  city  of  Wilmington. 

Mr.  Graham.  Were  there  any  street  cars  running  there? 

Mr.  ToBEY.  No,  sir. 

Mr.  Graham.  The  nearest  point  to  a  railroad  was  about  8i  miles? 

Mr.  ToBEY.  Eight  and  a  half  miles  to  a  junction  point  known  as- 
Mount  Pleasant. 
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Mr.  Gbasah.  What  sort  of  facilities  were  there  for  getting  back 
tnd  forth  to  Wilmington  1 

Mr.  ToBKT.  None  at  that  time;  when  the  plant  site  was  located, 
except  by  highwar — I  mean  when  the  plant  site  was  selected. 
Mr,  Gkasam.  Wilmington  is  a  city  of  how  many  inhabitants* 
Mr.  ToBEv.  I>uriDg  the  war  it  grew  enormously,  and  the  estimated 
population  was  135,W0. 

Hr.  Grabah.  So  you  had  to  build  a  railroad  out  there  to  get  mate- 
rials in  f 
Mr.  ToBKT.  Yes,  sir. 

Mr.  Gkabam.  Were  there  good  roads  out  to  the  placet 
Mr.  ToBET.  Generally  spiking;  yes.    Some  of  them  needed  re- 
purs.    When  you  got  off  the  main  highway  running  right  into  this 
propertv  the  roads  had  to  be  fixed  up. 
Mr.  GsAHAM.  Were  they  hard  rot^  or  State  roads! 
Mr.  ToBET.  There  were  some  dirt  roads,  and  very  good  roads,  but 
Deeded  some  repairs. 

Mr.  Gkaham.  This  property  ran  out  to  the  bank  of  the  Delaware 
EiTert 
Mr.  ToBBT.  y^sir. 

Mr.  Graham.  Was  it  lowland  running  hack  to  a  bluff! 
Mr.  ToBET.  It  was  lowland,  protect^  by  a  dike  which  had  been 
in  there  for  over  40  years,  and  the  dike  had  been  perfectly  efficient 
will  that  spring  when  we  got  the  land  under  option. 
Mr.  Gkaham.  Was  this  land  subject  to  overflow  by  the  tide! 
Mr.  ToBET.  Not  with  the  protecting  dike;  it  never  had  been  in  40 


Mr.  ToBBT.  The  dike  broke  and  the  water  inundated  the  land,  fol- 
loving  the  unprecedented  storm  in  the  winter  of  1918. 
Mr.  Graham.  How  wide  a  strip  of  land  was  it  there? 
Hr.  ToBET.  Well,  it  was  irregular.     I  can  best  answer  that  by 
aying  that  the  land  we  had  under  option  was  approximately  650 
teres— I  think,  656  acres,  to  be  exact — ^but  rather  irtWular  in  shape. 
Mr.  Gbahah.  It  ran  back  to  a  series  of  hills,  did  it! 
Mr.  ToBKT.  No;  you  could  hardly  call  them  that.    It  was  a  rolling 
country,  gradually  rising  as  you  go  bach  from  the  river  bank,  but 
lenerally  flat  land. 
Mr.  Graham.  How  long  had  you  had  an  option  on  that  land! 
Mr.  ToBKT.  I  should  say  from  the  1st  of  February  until  the  mid- 
dle of  March.    I  will  submit  to  the  committee  as  further  information 
1  letter  detailing  every  step  taken  in  the  acquisition  of  the  land,  giv- 
inK  all  dates. 

Ht.  Graham.  You  state  that  that  letter  contains  the  facts  as  they 
tiist! 

Mr.  Tofizr.  I  will  make  an  affidavit  as  to  the  facts.    I  prepared  the 
letter  myself  from  the  original  records. 
Mr.  Graham.  Have  you  that  letter  with  you ! 
Mr.  ToBBY.  Yes,  sir. 
Mr.  Graham.  Let  us  see  it. 

Mr.  ToBRT.  I  am  a  little  conservative.  January  15, 1&18,  was  when 
the  first  option  was  acquired,  which  is  a  pretty  good  indication  of 
utiai  «e  had  information  about  securing  the  contract.  Otherwise 
we  would  not  have  secured  au  f^ttion  on  land.    It  may  be  more 


1488  WAB  BXPENDirnSES. 

lengthy  and  more  in  detail  than  you  want.  This  is  the  complete  de- 
tail sent  to  the  real  estate  section  of  the  War  Department. 

Mr.  Graham.  You  may  use  it  to  refresh  yoiir  memory,  but  it  is 
rather  lengthy  to  go  into  our  record.   Who  obtained  those  options! 

Mr.  ToBBY.  A  real  estate  agent,  W.  C.  Claghom,  of  Philadelphia. 

Mr.  Graham.  Maj.  Foster  comments  in  ms  statement  that  this 
man  Claghom— whoever  he  is — was  the  same  man  who  took  the 
options  for  the  Hog  Island  business.  Do  you  know  whether  that  is 
true  or  not! 

Mr,  ToBET.  Not  of  my  own  knowledge.  That  was  so  reported  by 
Maj.  Foster^  and  I  have  heard  it  from  other  sources.  Oi  my  own 
knowledge  I  can  not  answer  as  to  that. 

I  might  state,  if  you  desire,  the  reasons  which  it  was  reported  to 
me  leading  to  his  selection.  It  was  before  my  time.  That,  as  I  si^, 
was  January  15,  and  I  did  not  go  there  until  the  1st  of  April,  Mi, 
Claffhorn  had  been  for  some  time — I  mean  in  his  early  life — a  resident 
of  that  section,  and  knew  intimately  all  the  farmers  m  that  neighbor- 
hood. He  kept  up  his  acquaintance  by  going  there  in  the  fall 
shooting.  He  knew  them  intimately.  Our  general  manager  went 
to  a  local  real  estate  agent  in  Wilmington  and  asked  who  would 
be  the  best-qualified  man  to  get  options  on  most  economical  terms, 
and  he  was  selected. 

Mr.  Graham.  Where  did  he  live! 

Mr,  ToBET.  In  Philadelphia.  I  think  he  had  been  in  the  real 
estate  business  for  a  number  of  years, 

Mr.  Graham.  Do  you  remember  how  much  this  land  cost  you  per 
acre,  on  an  average! 

Mr.  ToBEY.  Not  to  the  last  cent.  My  recollection  is — ^well,  I  know 
that  it  was  under  $100  an  acre,  and  I  tnink  it  was  $92  an  acre. 

Mr.  Graham.  Do  you  know  how  that  value  compared  with  values 
prior  to  the  war! 

Mr.  ToBEY.  No:  I  do  not,  except  that  I  have  put  that  cost  price 
up  to  a  number  oi  people  in  Wilmington  who  had  no  possible  inter- 
est in  it,  and  tlierefore  their  opinion  would  be  disinterested,  and  they 
said  it  was  a  very,  very  fair  price  for  the  Government  to  pay — was 
not  exhorbitant.  That,  also,  I  might  state,  was  the  report  made  to 
us  by  a  member  of  the  real  estate  section  of  the  War  Department, 
who  made  an  independent  investigation  and  said  the  price  was  very 
reasonable,  in  his  judgment. 

Mr.  Graham.  Did  you  try  to  locate  the  site  before  you  entered  into 
the  formal  contract!    You  had  all  that  done,  I  presume. 

Mr.  ToBEY.  That  was  done,  and  the  site  was  selected  with  the 
approval  of  the  Ordnance  Department,  who  sent  a  representative  up 
there.  I  know  that  Col.  Ragsdale  was  up  there  early  in  the  year 
1918,  and  I  think  it  was  he,  very  largely,  and  Maj.  Linsley,  that  ap- 
proved the  site. 

Mr.  Graham.  Who  first  called  attention  to  this  particular  site,  do 
you  know! 

Mr.  ToBEY.  I  think  the  way  that  was  done,  again  from  hearsay, 
was  that  Wilmington  as  a  general  center  was  selected  because  the 
Atlas  Powder  Co.  was  constructing  at  Perryville,  near  there,  a 
plant  at  which  it  was  proposed  it  would  manufacture  largely  the 
ingredients  to  go  into  these  bombs. 

Mr,  Graham.  Is  that  near  there  ? 
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Hr.  T(»2T.  By  railroad  it  is  possibly  an  hour  and  and  a  quarter, 
but  tiiere  is  direct  water  transportation  from  Perryville  to  this 

Sil&nt  site  that  was  selected.  I  thmk  the  Ordnance  Department  con- 
erred  with  the  Du  Pont  Powder  people  and  it  was  the  Ordnance 
Department  rather  than  ourselves  that  first  made  that  general  se- 
lection. But,  now,  I  can  not  swear  to  that.  I  do  not  know  about  it. 
It  was  before  my  time.  It  was,  however,  distinctly  approved  by  the 
Ordnance  Department,  whether  it  was  selected  by  them  or  not,  and 
as  to  that  I  do  not  know. 

Mr.  Graham.  That  was  tiie  question  I  was  going  to  ask  you.  As 
to  who  first  suggested  that  site  you  do  not  know  f 

Mr.  ToBET.  I  can  not  say  from  my  own  knowledge,  only  from 
hearsay. 

Mr.  Gkaham.  Did  the  Du  Pont  people  have  any  factories  around 
in  that  immediate  loc^tyt 

Mr.  ToBET.  Yes,  sir;  at  Brandywine  Park,  within  2  miles  of 
the  outskirts  of  Wilmington,  they  had  a  black-powder  factory — a 
factory,  whether  by  reason  of  sound  judgment  or  city  ordnance,  I 
do  not  know  which,  they  had  never  used  because  of  the  great  ex- 
plosive danger. 

Mr.  Grabau.  If  your  plant  had  been  built  closer  to  Wilmington, 
of  course  you  would  have  been  more  accessible  to  labor,  wouldn't 
you? 

Mr.  ToBET.  I  can  best  answer  that  by  saying  this:  We  would  have 
been  nearer  to  Wilmington  and  to  labor,  but  if  we  had  had  an  ex- 
plosion, we  wouldn't  have  had  the  labor  or  Wilmington  either.  The 
plans  of  llie  Ordnance  Department,  as  ultimately  developed,  called 
lor  the  storing  of  upwards  of  2,000,000  pounds  of  amatol,  which 
contains  20  per  cent  of  T.  N.  T.  At  the  time  of  the  Gillespie  catas- 
trophe at  South  Amboy,  N.  J.,  the  authorities  in  New  York  closed 
tbe  subwaTs  and  stopped  all  traffic  on  the  boats,  because  there  were 
30,000  pounds  of  T.  N.  T.  stored  at  Amboy,  26  miles  away. 

I  would  not  want  to  take  the  rrsponsibility,  as  chief  executive  of 
the  company,  of  storing  2,000,000  pounds  of  explosives  within  4  or  5 
miles  of  a  city  of  135.000  people.  But  down  there  on  that  marshy 
land,  if  an  explosion  occurred,  it  would  not  be  near  so  bad,  because 
the  marshy  land  would  tend  to  minimize  it.  It  was  isolated  and 
there  were  no  farm  buildings  around  there,  and  that  was  one  of  the 
prime  motives  in  selecting  that  site. 

Mr.  Graham,  You  never  did  build  your  plant  down  there  on  that 
marshy  land,  did  you* 

Mr.  ToBET.  Well,  yes;  we  did,  or  certain  parts  of  it. 

Mr.  Graham.  What  did  you  build  ? 

Mr.  ToBFT.  Well,  on  the  basis  of  this  contract,  we  only  eot  as  far 
as  temporary  construction.  We  put  in  the  railroad,  and  put  up 
temporary  bunk  houses,  and  an  sdministration  building  where  the 
Government  and  all  our  own  officials  were  located.  The  power  house 
was  started — the  ground  we  broke  for  the  power  house  the  day  of  the 
annistic<>.  That  was  a  permanent  structure.  You  say  that  land  was 
not  utilized:  we  did  move  the  plant  back  a  bit,  and  possibly  a 
stretch  of  250  yards  on  the  other  side  of  the  highway  was  used ;  out- 
side of  that,  land  originally  purchased  was  used. 

Mr.  Gbaham.  What  is  there  on  it  now,  on  that  flat  landf 


itv  Google 


1490  WAB  EXFBNDITrrRES. 

Mr.  ToBET.  Well,  frankly,  I  have  not  been  there  since  I  left  the 
company,  about  the  first  of  March.  The  temporary  buildings  are 
there,  I  presume,  except  what  have  been  removed  by  tne  Government 
Their  salvage  department  is  there. 

Mr.  Graham.  What  were  there? 

Mr.  ToBET.  The  temporary  bunk  houses,  administration  building, 
commissary.  We  had  negun  work  on  the  docks,  because  these  fin- 
ished bombs  it  was  purposed  should  be  carried  out  the  main  channel 
of  the  Delaware  Kiver  and  shipped  to  France  from  there.  The  rail- 
road was  completed. 

Mr.  Graham.  You  spoke  of  a  road.  Does  that  separate  the  low- 
land 1 

Mr,  ToBET.  That  was  running  across  our  property.  It  was  not, 
perhaps,  a  highway.  Anyway  we  could  commandeer  it,  and  did  do 
it,  and  considered  it  a  part  oi  our  property. 

Mr.  Graham,  Were  any  buildings  built  on  this  higher  land! 

Mr.  ToBET.  Yes,  sir ;  we  had  this  whole  plot  like  that  [indicating], 
and  we  moved  back  a  little  bit  farther  from  the  river  front  than  we 
ori^nally  intended  it. 

Mr.  Gbaham.  When  did  you  do  that? 

Mr.  ToBET.  When  we  began  construction. 

Mr.  Geahau.  Had  you  built  any  of  it  before  you  decided  to 
change  ? 

Mr,  ToBET.  No,  sir. 

Mr.  Graham.  Your  ultimate  plans  included  what  on  this  lowland 
after  you  chanj^d  back  a  little  ? 

Mr.  ToBET.  The  final  plans,  I  think,  as  contemplated  on  that  low- 
land near  the  river  would  be  established  a  storehouse  for  the  finished 
bombs,  which  would  be  carried  by  an  industrial  railway  from  those 
storage  magazines  and  lightered  out  to  the  steamers. 

Mr.  Graham.  The  works  would  be  back  on  the  higher  land! 

Mr.  ToBET.  A  little  bit  higher.  It  was  all  reasonably  flat,  but 
rolling. 

Mr,  Graham.  This  land  after  that  dike  broke  and  the  water  was 
all  over  it,  was  not  used  as  intended  and  you  changed  your  plans, 
and,  whereas  j'ou  originally  intended  to  put  buildings  and  worlrahops 
at  a  certain  point  you  moved  them  farther  back  to  get  out  of  the  way 
of  the  flood  if  it  did  come  over,  did  you  not! 

Mr.  ToBET.  Well,  that  is  not  quite  true.  We  utilized  that  whole 
site.  We  purchased  additional  land,  which  was  occasioned  very 
largely  by  tne  desire  of  the  War  Department  to  occupy  more  land  and 
to  spread  the  units  out.  It  required  more  land  than  originally  in- 
tended. That  was  the  real  reason.  A  great  many  changes  were  made 
in  the  general  plant  layout  as  the  result  of  the  unfortunate  experi- 
ence of  the  Gillespie  Co. 

Mr.  Graham.  I  want  you  to  go  on  from  the  point  where  you 
stopped  about  the  last  change ;  wliere  you  spoke,  I  think,  of  a  change 
in  the  layout,  and  where  you  spoke  of  lyconite. 

Mr,  ToBET.  That  was  on  June  8. 

Mr.  Graham.  Well,  go  on  from  that;  what  happened  then! 

Mr.  ToBET.  Well,  a  letter  was  written  on  July  6  b^  Mr.  J.  H.  Bige- 
low,  one  of  our  engineers,  stating  that  he  had  received  instructions 
from  the  War  Department  as  to  the  general  nature  of  the  construc- 
tion of  the  buildings.    During  all  this  time  careful  consideration  was 
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being  given  to  the  selection  of  the  railroad  site,  the  construction  of 
shipping  facilities  on  the  water  front,  the  repair  of  the  dike,  and  the 
development  of  water  supply.  Numerous  visits  were  received  from 
rarious  Government  officials,  in  order  to  discuss  matters  relative  to- 
plant  design,  railroad  construction,  dike  repair,  and  so  forth,  but  no 
decision  could  he  obtained  either  as  to  the  nature  of  the  explosion  to- 
be  used  or  the  loading  program. 

N'ow,  as  I  have  said,  that  was  on  July  5.  On  August  5  a  new  plot 
plan  was  submitted  to  Maj.  Harkness.  He  was  in  the  Ordnance  De- 
partment On  August  10  a  letter  was  written  by  Maj.  Harkness  to- 
the  Marlin-Rockwell  Loading  Co.  indicating  that  they  had  finally 
decided  on  the  nature  of  the  explosive  to  m  used  for  loading  the- 
bombs,  namely,  amatol  80-20.  That  was  80  per  cent  ammonium  ni- 
trite and  20  per  cent  T.  N.  T. 
Mr.  Graham.  Did  they  at  one  time  decide  on  bombs  to  be  50-50  ? 
Mr.  ToBET.  It  was  all  T.  N.  T  first  and  then  lyconite.  I  am  not 
enough  of  a  chemist  to  know  what  lyconite  is.  It  was  an  explosive 
developed  by  the  Du  Fonts  to  which  thev  ^ve  that  trade  name.  It 
was  SO  per  cent  T.  N.  T,  and  then  sometnmg  else,  and  then  the  last 
one  was  80-20,  which  I  have  referred  to, 

This  letter  also  went  into  details  regarding  the  nature  of  the  con- 
struction of  the  different  buildings.  During  these  months  visits 
were  made  by  the  MarJin-Eockwell  Loading  Co-'s  engineers  to  the 
principal  loading  plants  in  this  country,  such  as  T.  A.  Gillespie, 
American  Can  Co.,  Atlantic  Loading  Co.,  and  the  Bethlehem  Load- 
ing Co.  at  Mays  Landing. 
Mr.  Gbaham.  Did  you  have  a  change  then^ 
Mr.  ToBET.  Yes,  sir. 

Mr.  Graham.  Did  it  change  your  whole  layout? 
Mr.  ToBET,  Substantially  so;  yes.  Almost  every  one  of  these 
changes — well,  I  wouldn't  say  entirely,  but  they  required  a  readjust- 
ment of  all  buildings,  and  a  very  decided  readjustment  as  to  con- 
tents of  the  buildings,  so  far  as  the  loading  machinery  was  con- 
cerned. 

Mr.  Grahah.  How  far  along  had  you  gotten  on  August  5J  Had 
you  built  anything! 

Mr.  ToBinr.  No.  By  August  10  we  had  started  our  railroad,  and 
we  had  some  bunkhouses  built  for  the  accommodation  of  laborers, 
and  the  commissary,  and  so  on.  Those  were  only  temporary  build- 
ings at  most,  which  must  always  go  up.  As  I  stated,  during  these 
months  visits  were  made  by  the  Marlin-Rockwell  Loading  Co.'s 
engineers  to  the  principal  loading  plants  in  this  country,  Maj,  Fos- 
ter's testimony  to  the  contrary  notwithstanding;  our  men  went  to 
the  plant  of  T.  A.  Gillespie  and  American  Can  Co.,  Atlantic  Load- 
ing Co.,  and  the  Bethlehem  Loading  Co.,  at  Mays  Landing,  N.  J. 

On  August  20  a  letter  was  written  by  Mai.  Sargent,  of  the  Ord- 
nance Department,  to  the  Marlin-Rockwell  Loading  Co.  asking  for 
extensive  amount  of  information  regarding  the  plant  design. 

On  August  21  Mr.  P.  S.  Russel  wrote  a  letter  to  Maj.  Sargent  in 
rfply,  at  the  same  time  presenting  additional  plans  and  drawings. 
At  a  number  of  places  here  I  have  reference  to  letters  and  papers 
which  will  he  furnished  hereafter. 
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On  August  22j  at  a  conference  held  in  Washington  with  Maj. 
Harkness  regarding  drawings,  referred  to  in  previous  paragrapn, 
certain  changes  were  suggested. 

Mr.  Grahau.  Do  youTmow  what  they  were? 

Mr.  ToBET.  I  can  not  recall.  They  were  changes  of  rather  a 
minor  nature.  At  that  time  substantially  the  plant  layout  was  ap- 
proved, but  the  changes  were  such  that  until  they  were  approved  wo 
really  could  not  go  ahead  and  construct. 

Mr.  Graham.  August  wbenl 

Mr.  ToBEY.  August  22, 

Mai.  Harkness  stated  that  as  soon  as  the  company  had  complied 
with  his  suggestions  and  changes  he  believed  he  would  be  io  a  posi- 
tion to  pass  the  drawings. 

On  August  23  a  letter  was  written  by  Col.  McKay,  of  the  Ord- 
nance Department,  to  the  Marlin-Rockwell  Loading  Co.,  giving  the 
loading  program  for  the  plant  for  1918.  We  also  have  that  letter 
here,  which  we  will  give  you.  It  will  be  seen  that  after  months 
spent  in  the  preparation  of  tentative  designs,  conferences,  corre- 
spondence, and  discussions,  the  company's  engineers  were  finally  in 
a  position  to  work  out  a  definite  design,  having  at  last  received 
information  indicating  the  kind  of  bombs  to  m  loaded  and  the 
number  required  per  day. 

Mr,  Graham.  That  was  almost  the  1st  of  September. 

Mr,  ToBET.  That  was  on  August  23.  We  had  begun  this  business, 
■certainly,  I  am  sure,  not  later  than  the  1st  of  February. 

Mr.  Graham.  You  may  proceed. 

Mr,  ToBET,  Information  was  received  as  to  the  nature  of  the  ex- 
plosive to  be  used  on  August  10,  On  August  23  a  letter  from  Col, 
McKay  to  the  Marlin-Rockwell  Loading  Co.,  regarding  the  possi- 
bility of  loading  the  bombs  with  machines,  was  received. 

I  have  already  referred  to  that,  as  to  how  much  hand  work  was 
required  and  how  much  macliine  work  was  required.  This  was  abso- 
slutely  a  new  project  and  no  one  in  the  Ordnance  Department  or 
in  the  Army  anywhere  had  any  definite  information,  except  what 
they  might  nave  picked  up  through  officers  on  the  other  side. 

It  was  not  known  by  the  Ordnance  Department  whether  amatol 
could  be  loaded  in  the  bombs  with  the  use  of  machines  or  whether 
it  would  be  necessary  to  do  this  by  hand.  The  matter  of  loading 
the  Cooper  bomb,  spoken  of  in  Col.  McKay's  letter,  was  an  entirely 
new  consideration. 

The  Cooper  bomb  is  the  bomb  I  previously  referred  to.  It  was  an 
English  bomb  which  superceded  the  Barlow  bomb  as  originally  in- 
tended, largely  on  account  of  the  lesser  cost. 

On  August  23  the  company's  representative  called  on  Maj.  Wilmer. 
of  the  Engineer  Division,  in  Wasliington,  who  furnished  a  copy  of 
the  specifications  and  drawings  of  the  Cooper  II-B  bomb.  On  Sep- 
tember 9  further  plans  of  the  loading  plant  were  presented  to  Maj. 
Harkness  in  Washington.  He  expressed  himself  as  satisfied  with 
certain  details,  but  wished  further  changes  made  in  the  desiOT.  On 
September  10  a  letter  was  written  by  Maj.  Sargent  to  the  Marlin-' 
Rockwell  Loading  Co.  approving  the  estimate  for  cost  of  plant 

On  September  10  a  letter  was  written  by  Maj.  Sargent  to  Lieut 
Guerber,  concerning  the  estimate  of  cost  of  constructing  plant 
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On  September  12  a  letter  was  written  by  Maj.  Sargent  to  th© 
Marlin-Rockwell  Loading  Co.  inclosing  copy  of  letter  written  by 
Maj.  Harkness  to  Mai.  Sargent  regarding  plans  submitted  Septem- 
ber 9  by  the  Marlin-Rockwell  Loading  Co. 

On  ^ptember  13  Maj.  Wallace,  of  the  Construction  Department, 
visited  the  plant.  He,  together  with  Maj.  Gray,  went  over  the  plans 
from  the  point  of  view  of  construction  of  the  buildings  and  made 
a  number  of  changes. 

On  September  16  a  letter  was  written  by  Maj.  Sargent,  of  the 
Ordnance  Department,  to  the  Marlin-Bockwell  Loading  Co.,  statine 
that  the  constnution  division  had  been  authorized  to  proceed  with 
the  construction  of  this  plant. 

On  September  20  the  Marlin-Rockwell  Loading  Co.  presented 
additional  drawings  and  plans  to  Maj.  Harkness  (see  letter  dat«d 
Sept.  19)  prepared  in  arcordance  with  his  suggestions  of  September 
9,  and  with  a  memorandum  of  loading  operations  and  a  memoran- 
dum of  the  machinery  required  for  the  loading  units  was  furnished. 
Maj.  Harkness  expressed  himself  as  being  well  pleased  with  the 
presentation  which  the  company  made  and  he  also  told  Mr.  Tobey, 
whom  I  am,  vice  president  of  the  Marlin-Rockwell  Loading  Co., 
in  the  presence  of  Maj.  Wallace,  that  he  now  approved  of  the  "  entire 
plans  and  methods  of  operating  the  plant,  with  certain  detail 
changes,"  which  he  had  suggestedT  He  said  he  would  write  at  once 
lo  bis  chief.  Col.  McKay,  informing  him  of  the  situation,  and  that 
the  company  would,  of  course,  receive  a  copy  of  this  letter. 

The  company  considered  that  their  plana  had  been  accepted,  sub- 
ject only  to  detail  modifications,  but  realized  that  they  must  await 
written  confirmation  before  beginning  actual  construction;  and 
further,  the  construction  division  indicated  clearly  that  they  must 
have  this  information  in  writing  from  the  Ordnance  Department 
before  they  would  permit  any  construction  to  begin. 

The  company  was  informed  by  Maj.  Wallace  that  the  construction 
division  would  be  able  to  furnish  the  entire  equipment  for  the  power 
house.  This  was  considered  very  fortunate,  as  the  understanding- 
was  that  the  equipment  was  to  be  furnished  as  fast  as  needed,  and 
I  think  it  would  have  been. 

Maj.  Morrow,  chief  engineer,  asked  Maj,  Harkness  on  September 
20  to  sign  the  drawings  which  were  presented,  indicating  the  detail 
changes  which  he  wished  to  have  made.  He  refused  to  do  this,  stating 
that  he  might  write  a  letter  within  a  day  or  so  approving  this — ^I 
mean  the  plans — and  indicating  the  detail  changes. 

On  September  21  a  letter  was  written  to  Mr.  Tobey  by  Mr,  Mor- 
row covering  the  conference  with  Maj.  Harkness  of  the  20th. 

On  September  21  Mr.  Morrow  wrote  Maj.  Harkness,  referring  to 
the  visit  of  September  20,  and  received  a  reply  from  him  dated 
September  24,  stating  as  follows:  "We  are  going  over  your  plans 
and  will  submit  a  list  of  changes  as  per  your  request." 

On  September  24  a  letter  from  Maj,  Harkness  was  received  by 
ihe  MarHn-Rockwell  Loading  Co,  acknowledged  receipt  of  letter 
dated  September  21. 

September  25,  Mr.  Gordon  and  Mr,  Sumner,  the  Marlin-Rockwell 
Loading  Co.'s  engineers,  went  to  Washington  to  discuss  the  details 
of  the  design. 
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On  September  27  Mr.  Morrow  went  to  Washington  and  again 
urged  Mai.  Harkness  to  let  him  have  the  promised  letter  of  ap- 

froval.  He  said  he  had  been  too  busy  with  other  matters  to  do  this, 
ut  would  attend  to  it  within  a  few  days.  At  the  same  time,  Mr. 
Morrow  presented  a  letter  indicating  the  loading  equipment  required, 
asking  him  to  approve  it.  He  wrote  Maj.  Sargent  recommending 
that  the  equipment  be  ordered. 

On  October  4  the  disaster  occurred  at  the  Gillespie  plant  and  Maj- 
Harkness  was  at  once  sent  to  Penniman,  Va.,  to  speed  up  loading 
«f  shells,  and  it  appears  tiiat  he  was  obliged  to  drop  all  matters  in 
Washington.  During  the  month  of  Octomr  Mr.  Morrow  telephoned 
"to  Washington  a  number  of  times,  but  found  that  Maj.  Harkness 
was  not  in  Washington  and  that  Maj,  Lindsley  could  oe  of  no  as- 
sistance in  the  matter,  Mr,  Morrow  saw  Col,  McKay  and  Maj. 
Jeffrey,  of  the  Ordnance  Department,  but  was  unable  to  obtain  any 
satisfaction  either  by  personal  interviews,  telephone  conversations, 
■or  letters,  except  that  the  matter  was  entirely  in  the  hands  of  Maj. 
Harkness,  and  tie  was  out  of  the  city. 

On  October  7  a  letter  was  written  to  Maj.  Harkness,  calling  his 
attention  to  the  fact  that  no  letter  had  been  received  from  him  ap- 
proving the  plans  submitted  to  him  on  September  20. 

On  October  11  Maj.  Lindsley  wrote  in  reply  to  this  letter,  stating 
as  follows:  "Maj.  Harkness  is  at  the  time  being  at  Penniman,  Va. 
Your  letter  will  be  brought  to  his  attention  on  his  return." 

On  October  11  a  letter  was  written  by  Maj.  Harkness  to  the  Marlin- 
Bockwell  Loading  Co.  regarding  special  loading  information. 

On  October  25  Col,  Trask,  of  the  construction  division,  paid  a 
visit  to  the  plant.  He  was  very  much  disturbed  that  construction 
had  not  been  started.  It  was  pointed  out  that  the  construction  divi- 
sion could  not  start  construction  until  the  plans  were  in  their  hands 
and  that  the  plans  were  not  forthcoming.  The  company's  chief  en- 
gineer explained  the  entire  situation  and,  in  accordance  with  Col 
Trask's  request,  wrote  in  a  letter,  dated  October  25,  stating  that 
"The  design  for  tlie  bomb-loading  plan  is  now  complete  and  satis- 
factory to  the  Marlin-Kockwell  Loading  Co."  Col,  Trask  wished  to 
take  Ihis  matter  up  in  Washington  in  order  to  get  authority  from 
the  Ordnance  Department  to  proceed  with  the  construction  of  the 
plant.  In  other  words,  that  was  in  accordance  with  the  idea  of  our 
contract  department,  that  the  plans  that  we  had  submitted  to  the 
Ordnance  Department  for  their  approval  should  be  so  submitted 
and  approved ;  it  was  a  case  of  plans  being  submitted  by  the  agent 
to  its  principal. 

On  October  28  the  company's  representative  called  on  Col.  McKay 
in  Washington  in  order  to  see  if  the^  could  obtain  the  approval  of 
the  plans.  Col.  McKay  said  that  Mai.  Harkness  was  still  at  Penni- 
man, but  would  try  to  have  him  meet  them  in  Washington  the  follow- 
ing day.  These  men  also  conferred  with  Maj.  Lindsley  the  same 
day  regarding  the  lo'?ation  of  the  magazines.  The  magazines, 
as  the  result  of  the  Gillespie  explosion,  were  moved  farther  away 
from  the  loading  units,  simply  as  a  measure  of  safety.  That  re- 
-quired  a  spreading  out  of  the  plant  more,  and  moving  them  farther 
away  from  the  river  front. 

On  October  29  the  Marlin-Bockwell  representatives  met  Maj.  Hark- 
ness in  Washington  in  order  to  obtain  approval  of  the  company's 

b,,, ,.,.,.» Google 


OEDNANCE.  1495 

plans.  Maj.  Harkness  pronounced  them  as  being  in  accordance  with 
the  understanding  of  September  19  and  further  conferences  of  about 
October  1.  He  stated  as  a  reason  for  not  having  written  approving 
the  plans  that  he  had  been  obliged  to  be  at  Fenniman,  Va.,  constantly 
since  October  5. 

On  November  1  a  letter  was  written  to  Mr.  Morrow  by  Mr.  Sumner 
regarding  a  conference  at  Washington  with  Maj.  Harkness  concern- 
ing design  of  mechanical  equipment.  On  November  5  Mr.  Smnner, 
the  company's  mechanical  engineer,  again  called  on  Maj.  Harkness 
and  asked  him  if  the  company  could  get  a  communication  regarding 
his  plans.    He  stated  he  hoped  to  have  the  data  ready  in  a  few  days. 

On  November  5  Maj.  Harkness  finally  wrote  a  letter  to  Maj, 
Siinint  approving  the  plans  and  indicating  the  detail  modifications; 
this  was  approved  by  Col.  Sprunt  ana  Maj.  Jeffrey,  who  also 
approved  the  drawings  by  autographing  each  one,  and  this  was  all 
presented  to  Col.  Stewart,  who  gave  the  Marline-Roi'kwell  Loading 
Co.  a  letter  of  approval  dated  mvember  7. 

On  November  8,  in  the  morning,  a  letter  was  written  to  Col.  Stew- 
art and  Maj.  Harkness. 

On  November  8.  in  the  afternoon,  the  company  received  a  telegram 
at  the  hands  of  Maj.  Gray,  of  the  construction  division,  from  Gen. 
Marshall,  telling  him  not  to  start  the  units,  but  only  to  finish  the 
work  already  started,  which  would  not,  of  course,  include  any  of  the 
loading-plant  permanent  buildings.  In  the  meantime  preparations 
had  started  on  actual  working  drawings  for  the  plant  design  in  ac- 
cordance with  the  general  design  approved  by  Maj.  Harkness  on 
November  5. 

On  November  11  the  armistice  was  declared.  On  November  12 
Mr.  Morrow  wrote  Col.  Spruant  and  Col.  Stewart,  and  informed 
them  of  the  nature  of  the  telegram  received  from  the  construction 
division,  that  units  should  not  be  started.  The  letter  stated  that  the 
company  was  ready  to  proceed  with  the.  construction  in  accordance 
with  the  approved  plans,  and  asked  them  to  advise  what  to  do.  No 
answer  was  ever  received  to  this  letter.  In  the  mean  time  the  com- 
pany's engineers  were  proceeding  as  rapidly  as  possible  with  the 
making  of  the  detail  drawings  in  accordance  with  the  plans  ap- 
proved by  Maj.  Harkness. 

On  November  12  Mr.  Morrow  wrote  to  Maj.  Gray  regarding  con- 
struction. 

On  November  26  matters  reached  such  a  situation  that  the  oiBcials 
of  the  company  decided  to  notify  the  engineers  and  draftsmen  that 
their  services  would  be  disijensed  with  on  December  15. 

On  December  16  all  engineers  and  draftsmen  left  the  works.  A 
report  is  being  prepared  relative  to  the  history  of  the  design  of  this 
plant,  and  with  it  will  be  given  the  final  approved  design,  plans, 
specifications. 

Now,  Mr.  Chairman,  that  is  a  brief  summary  containing  a  his- 
tory which,  as  the  chief  executive  of  the  Marlin-Bockwell  Loading 
Co.,  I  asked  to  be  immediately  prepared  upon  the  signing  of  the 
armisUce. 

Mr.  Gkaham.  Well,  from  that  day  to  this  have  you  ever  had  any 
formal  suspension  notice  of  this  contract! 
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Mr.  ToBET.  We  did ;  yes,  sir.  My  lecollection  is  that  on  or  about 
the  middle  of  December  it  was  received. 

Mr.  Ghaham.  Have  you  that  notice? 

Mr.  ToBET.  Yes,  sir. 

Mr.  Graham,  That  was  after  you  had  in  fact  stopped,  or  was  it 
before  t 

Mr.  ToBET.  Well,  we  practically  had  stopped  before  that. 

Mr.  Graham.  You  had  issued  orders  to  discharge  the  engineering 
force  on  the  15th  of  December,  and  about  that  time  you  got  the  sus- 
pension order? 

Mr.  ToBET.  About  that  time.  I  think,  as  a  matter  of  fact,  chrono- 
logically speaking,  we  suspended  work  by  letting  a  large  part  of  our 
force  go  before  we  got  the  suspension  order.     We  anticipated  it. 

Mr,  GiiAHAM.  According  to  that  statement,  as  I  understand,  there 
never  was  a  time  from  the  beginning  of  your  contract  until  Novem- 
ber 5  when  you  could  have  gone  ahead  with  everything? 

Mr.  TobEr.  No,  sir;  except  on  temporary  work.  We  could  not  go 
ahead  on  what  our  contracts  called  on  us  to  do,  namely,  to  construct 
a  plant  for  the  operation  of  loading  bombs,  because  we  had  no  ap- 

E roved  designs,  and  designs  had  to  be  approved  by  the  Ordnance 
epartment  before  we  could  go  ahead, 

Mr.  Graham.  At  same  time  the  Barlow  bomb  was  abandoned? 

Mr.  ToBET.  Yes,  sir;  it  was, 

Mr.  Graham.  You  did  not  mention  it  in  your  statement;  when 
was  it! 

Mr,  ToBET.  We  naturally  would  not  know  that,  because  that  bomb 
was  manufactured  by  the  Marlin-Kockwell  Corporation. 

Mr,  Graham.  You  were  only  to  load  it! 

Mr.  ToBBT.  Yes,  sir;  we  were  only  to  load  what  we  were  given  to 
load. 

Mr.  Graham.  During  the  time  that  these  transactions  were  goin|r 
on,  during  the  summer  of  1918,  did  yon  have  a  considerable  force  of 
workmen  there! 

Mr.  ToDET.  Yes ;  we  did.  I  think  that  possibly  the  highest  num- 
ber of  operatives  we  had  at  any  one  time  was  2,000,  around  that 
number.  Now,  they  were  engaged  in  road  work,  and  engaged  in 
grading,  and  in  the  construction  of  temporary  bunk  houses  and  a 
wharf,  and  work  on  the  railroad.  It  was  construction  work  and 
temporary  work. 

Mr.  Graham.  Did  you  have  enough  work  to  do  to  keep  them  busy! 

Mr.  ToBET.  Oh,  yes;  they  were  busy. 

Mr.  Graham.  Did  you  lay  out  a  system  of  roads  around  there ! 

Mr.  ToBET.  Well 

Mr,  Graham  (interposing).  How  many  roads  did  you  build  and 
what  kind  were  they! 

Mr.  ToBEY.  Well,  we  built  roads  running  up  to  the  various  units, 
where  they  were  going  to  be  located,  and  prepared  a  road  running 
in  from  the  main  highway.  And  until  the  railroad  was  constructs 
all  of  the  stuff  brought  in  had  to  be  brought  in  by  motor  trucks.  As 
a  preliminary  to  that  we  had  to  get  roads  leading  in  from  the  main 
highway  to  carry  them. 

Mr.  Graham.  What  were  they  made  of! 

Mr.  ToBET.  Stone  and  cinder;  cinder  mostly. 
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Mr.  GiuHAac.  You  say  you  built  a.  dock? 

Mr.  ToBET,  Well,  we  started  to  construct  a  dock,  but  we  could  not 
complete  it.    The  dock  was  simply  to  run  out  a  matter  of  about  500 
feet,  so  as  to  reach  the  main  channel  of  the  Delaware  River.    It  would 
require  lighterage  anyway. 
Mr.  Graham.   Was  the  railroad  finished! 

Mr.  ToBET.  Except  possibly  some  final  work  on  ballasting.     The 
track  was  laid  and  equipment  was  running  over. 
Mr.  Gbaham.  How  many  hunk  houses  did  you  have  in  there! 
Mr.  ToBBT.  Possibly  30  or  more.     We  had  accommodations,  I 
should  say,  for  about  2,000  workmen. 
Mr.  Graham.  Of  the  ordinary  tar-paper  construction! 
Mr.  ToBET,  Yes,  sir. 

Mr.  Gkaham.  And  you  had  an  administration  building! 
Mr.  ToBET.  Yes.    That  was  a  sort  of  clapboard  construction. 
)Ir.  Graham.  A  cheap  affair! 
Mr.  ToBET.  Yes,  sir. 

Mr.  Graham.  Those  were  all  the  buildings  that  you  had! 
Mr.  ToBET.  "We  had  a  permanent  commissarj-  constructed.    It  was 
rrady  for  occupancy  the  my  the  armistice  was  signed. 
Mr.  Graham,  What  was  it  made  of! 

Mr.  ToBET.  Of  the  same  construction  as  the  administration  build- 
ing, but  it  was  intended  to  be  sufficiently  permanent  to  carry  on  the 
job  from  its  conception  until  it  was  finished. 

Mr.  Gr.^ham.  Was  it  intended  to  build  those  loading  buildings  of 
brick  or  lumber? 

Mr.  ToBCT.  Lumber  partially,  and  terra  cotta  partially,  and  steel 
roof. 

Mr.  Gkaham.  Did  you  have  the  foundations  made  for  any  of 
titem! 

Mr,  ToBEY.  No,  sir.  the  only  permanent  foundation  we  started 
was  that  for  the  power  house,  wnich  was  started  the  dav  of  the 
umistice  and  was  suspended  at  our  own  volition,  and  afterwards 
suspended  by  Gen.  Marshall's  order. 

Mr.  Graham.  How  much  did  you  spend  in  there  before  you 
suspended  work  on  that  plant? 

Mr.  ToBET.  The  net  amount  on  the  plant  was — and  we  will  sub- 
mit a  statement  to  you  of  that — about  $3,500,000  for  everything. 
Mr.  Graham.  Do  you  mean  net  or  gross? 

Mr.  ToBET.  When  I  say  net,  I  mean  that  the  total  was  slightly  in 
excess  of  $4,000,000,  but  certain  property  was  ordered  and  sent  to 
thst  plant  and  afterwards  withdrawn  and  sent  to  other  plants,  and 
irhile  it  appears  on  our  books,  it  is  really  not  a  charge  to  that  opera- 
tion, because  never  used  there. 
Mr,  Graham.  It  was  ordered  by  the  Government! 
Mr.  ToBET,  Yes,  sir.     Principally  that  consists  of  power  house 
et^ipmeut,  which,  as  I  recall,  cost  at  the  time  about  $250,000. 
Mr.  Graham.  That  was  ordei'ed  and  on  the  ground! 
Mr.  ToBET.  That  was  ordered  and  a  large  part  of  it  on  the  ground. 
kni.  afterwards,  by  order  of  the  War  Department,  it  was  trans- 
ferred to  the  Frankford  arsenal  in  Pennsylvania.     When  it  was 
iiYJered  it  was  charged  to  that  operation,  but  I  maintain  that  it  is 
not  a  proper  charge  against  that  operation  if  it  was  never  used 
there,  and  it  was  transferred  almost  as  soon  as  it  arrived. 
141211— 20— VOL  2 16 
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Mr.  Grahasi.  How  much  has  the  Government  paiil  you  people  on 
that  transaction? 

Mr.  ToBET.  Well,  they  have  veiy  generally  paid  everything  in 
the  way  of  commitments  and  bills  incurred. 

Mr,  Graham.  There  was  a  fee  of  10  per  cent  to  be  paid,  as  I 
understand  it.  There  were  graduated  fees  to  be  paid  on  $100,000 
at  7  per  cent,  and  on  $9,650,000  at  2i  per  cent  on  the  cost.  Am  I 
right  about  that? 

Mr.  ToBET.  Our  contract  called  for  a  10  per  cent  fee  upon  the 
cost  of  constructing  and  operating  this  bomb-loading  plant.  The 
Government  also  approved  a  contract  for  the  construction  of  the 
plant,  subject  to  Fred  T.  Ley  &  Co,  and  the  contract  itself  was  ap- 
proved by  the  Government  with  Fred  T.  Ley  &  Co. 

Mr.  GoAii-vM,  Have  you  got  that  contract  or  what  you  know  to  be 
a  correct  copy  thereof? 

Mr.  ToBEV,  Yes.  sir;  here  it  is. 

Mr.  GiiAiiAir.  At  this  point  the  couunittee  will  insert  in  the 
i-ecord  a  verified  copy  of  the  contract  between  the  Marlin-Rockwell 
Tvoading  Co.  and  Fred  T.  Ley  &  Co. 

Mr,  ToBET.  It  was  approved  by  the  Ordnance  Department,  being 
a  subcontract. 

(At  this  point  the  copy  of  contract  referred  to  is  printed  in  full 
in  the  record  as  follows: J 


Copt  of  Contbact  by  and  Between  Fbed  T.  Lev  &  CoMPiNv 

CONTBACTOB,       SPBINGFIELD,      MASSACHUSETTS.       AND      THE       MABLIN-RoCKWEU. 

Loading  Company,  Aqest,  United  States  Go*-EBNME;rr  Obdnancb  Depabt- 
MENT.  United  States  Army— May,  ]918. 

CONTRACT   FOB  EUEUOENCY    WOBK CONRTKUCTION    OF    AN    AESI.U.    MUNITIONS    UtAD- 


Contrnct  made  (for  tlw  lieneflt  nC  Ihe  United  Steles)  anil  concluded  this 
fifth  <5)  dfly  of  June,  1918,  by  and  between  Fred  T.  Ley  &  Gompan;,  Itk., 
a  corporation  orgnnlied  under  the  laws  of  the  State  of  Massachusetts,  party 
of  the  first  part  (hereinafter  called  contractor),  and  Marl  in- Rockwell  Loading 
GoinrRny,  a  corporation  orcanized  and  existing  under  and  by  the  virtue  of 
the  laws  of  the  State  of  Dflawnre,  having  Its  EenernI  office  nt  WllmlnKton, 
Delaware,  agent  for  the  United  States  of  America,  party  of  the  second  part 
(hereinafter  called  the  aiient). 

Witnesseth : 

Whereas  the  Confrress  having  detl.arpd  by  joint  resolution  approved  April 
6,  191T,  that  war  exists  bi-twecn  the  United  States  of  America  and  Germany, 
a  national  emergency  exists  and  the  United  States  urgently  requires  the  Im- 
tnedlate  performance  of  the  work  hereinafter  described,  and  It  is  necwisary 
that  said  work  shall  be  completed  within  the  shortest  possible  tiroe,  and 

Whereas  snid  agent  entered  Into  an  agreement  with  the  United  States  of 
America  on  the  twenty-second  day  nf  BIny,  1918,  for  the  construction  of  a 
plant  for  the  loading  of  aerial  munitions  with  high  explosives,  assembling 
and  boxlnfr  the  same,  together  with  shipping  faellltica  for  water  transporta- 
tion of  loaded  aerial  munitions,  such  aerial  munitions  to  consist  of  Iwmhs 
known  as  the  Barlow  heavy  drop  bomb;  and  the  high  capacity  drop  )>omt>s, 
Marks  I,  II.  Ill,  IV,  and  V,  and  such  other  types  of  bombs  as  the  Govern- 
ment may  elect  to  order  loaded  by  the  agent :  and 

Whereas  it  Is  advisable,  under  the  disturbed  conditions  which  exist  in  the 
contracting  industry  throughout  the  country,  for  the  United  States  to  depart 
from  the  usual  procedure  in  the  matter  of  letting  contracts,  and  adopt  meenit 
that  will  Insure  the  most  expeditious  results;  and 

Whereas  the  contractor  has  had  experience  In  the  execntlon  of  similar  wort, 
has  an  organization  suitable  for  the  performance  of  such  work,  and  is  ready 
to  undertake  the  same  upon  the  terms  and  conditions  herein  provided: 
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Now.  therefore,  this  contract  wltncsseth:  ThQt  In  the  consideration  of  the 
)imnls{«  and  of  the  payments  to  be  made  as  hcreUiafter  provided,  the  con- 
irartor  hereby   rovenanta  nnrt  ajrees  to  and  with  the  nsent  as  follows: 

-VancLE  I.  Ejptent  of  irflcfc.— The  contractor  shall,  In  the  shortest  itosalble 
lime,  furnish  the  lalwr,  materials,  toolfi,  machinerj',  equipment,  facilities,  and 
copplies  ueeessjiry  to  do  the  following  work  and  such  other  work  as  may  be 
(irdi'n-d  hervtuider. 

TS>  fumi-h  and  ere^  all  buildings  and  dochs,  to  do  all  pradlnn,  bo  Install  all 
sevcerage.  underground  plplni;  and  conduit,  and  in  addition  thereto  to  purchase 
and  Install  such  of  the  opcessary  niiiterlals.  flxtures.  apptirntus,  and  appurte- 
nances as  the  agent  may  from  time  to  time  elect  |ali  of  the  above  hereinafter 
ii.llectivelj-  referretl  to  as  the  "'  plant,"  which  plant  shall  have  a  dally  capacity 
for  loading,  nsseinbilne.  pucklng,  and  shipping  of  approximately  five  thousand 
sei^n  hundred  and  fifty  (5,750)  bombs  per  day).  In  accordance  with  the  work- 
Ini  drawinps  and  spec!  fl  cat  Ions  to  l>e  prepan-d  by  the  contractor  or  the  agent, 
■I  the  electloD  of  the  agent,  and  subject  to  the  supervl^on,  direction,  and' 
UtstrucUon  of  the  agent  in  every  detail. 

The  agent  may  from  time  to  time,  by  written  instructions  or  drawings  is^med 
lo  the  contractor,  make  changes  In  said  drawings  and  speclflcotions.  Issue  addl- 
.tonal  Instructions,  require  additlooni  work,  or  direct  the  omission  of  work 
(rerloody  ordered,  and  the  provisions  of  this  contract  shall  apply  to  all  Rucb 
cbaasea,  modifications,  and  additions  with  the  same  effect  as  If  they  were 
tmbodled  In  the  original  drawings  and  speclflcalions.  The  contractor  shall 
comply  with  all  such  written  Instructions  and  drawings. 

The  title  to  all  work  completed  or  In  the  course  of  construction  shall  he  In 
the  rnile"!  States  und  ui>on  delivery  at  the  site  of  work,  and  upon  Inspection 
■nd  accet>tance  in  writing  by  the  agent  all  machinery,  equipment,  hand  tools, 
supplies,  and  materials  for  which  the  contractor  shall  be  entitled  to  be  reiui- 
honed  under  panigniph  A  of  Article  II  hereof  shall  become  the  property  of  the 
raited  States.  These  provisions  as  to  title  shall  not  operate  to  relieve  the 
oaitraotor  from  any  duty  lmpoge<l  hereby  or  by  the  agent 

.KsncLE  II.  Cost  of  tcvrk. — The  contractor  shall  be  reimbursed  In  the  manner 
bereinatter  des<Tlhed  for  such  of  its  nclual  net  expenditures  In  the  rwrformance 
ntMld  work  as  may  he  approved  or  ratified  by  the  agent  and  as  are  Included  In 
Uie  follonlng  items : 

(0)  All  labor,  material,  machinerj'.  flstures,  equipment,  apparatus,  appurte- 
Mrcts,  tools  not  owneil  by  workmen.  supi)lies.  and  equipment  necessary  Tor 
titber  temporary  or  permanent  use  for  the  construction  of  the  plant,  but  this 
shall  ui>t  be  conslderinl  to  cover  machinery  or  equipment  mentioned  In  section 
"c  ■■  ot  this  article.  The  contractor  shall  make  no  departure  from  the  standard 
r»te  of  wage  being  paid  to  the  locality  where  said  work  is  being  done  without 
tbe  prior  consent  and  approval  of  the  agent. 
[H  AH  subcontracts  made  In  accordance  with  the  provisions  ot  this  agree- 

id  Rental  actually  paid  by  the  contractor,  at  rates  not  to  exceed  those  men- 
tloDed  in  the  schedule  of  rental  rates  hereto  atached,  for  consructlon  plant  in 
wiad  and  workable  condition,  such  as  pumps,  derricks,  concrete  mixers,  boilers, 
dimshell  or  other  buckets,  electric  motors,  electric  drills,  elwtrlc  hammers. 
(hctric  liolsts,  steam  shovels,  locomotive  cranes,  power  saws,  engineers'  levels, 
iBd  transits,  and  such  other  equipment  as  may  be  necessary  for  the  proper  and 
Mnomlcal  prosecution  of  the  work. 

Rental  to  the  contractor  for  such  construction  plants  or  parts  thereof 
ts  It  may  own  and  furnish  at  the  rales  mentioned  In  this  schedule  of  rental 
rtlf  hereto  attached,  except  as  hereinafter  set  forth.  When  such  construction 
pliDt  or  any  part  thereof  shall  arrive  at  the  site  of  the  work,  the  contractor 
sl.aU  tile  with  the  agent  a  s<'hedule  st>tting  forth  the  fair  valuation  at  that 
tliw  of  each  part  of  such  construction  plant.  Such  valuation  shall  be  deemed 
fltial  unless  the  agent  shall  within  five  days  after  the  machinery  has  been  set 
spibd  la  working,  modify  or  change  such  valuation,  in  which  even  the  valua- 
tion so  amdc  by  the  agent  sliall  be  deemetl  final.  When  and  If  the  total  rent 
pail]  lo  the  contractor  for  any  such  part  shall  equal  the  valuation  thereof,  no 
luniiH  rvntal  therefor  shall  be  paid  to  the  contractor,  and  title  thereto  shall 
wsi  in  tLp  United  States, 

it  the  completion  of  the  work  the  agent  may,  at  his  option,  purchase  any 
part  dt  such  construction  plaut  then  owned  by  the  contractor  by  paying  the 
WtttrsdM  the  difference  between  the  valuatlonof  such  part  or  parts  and  the 
iHil  reolals  theretofore  paid  therefor.    Rates  of  rental  as  substitutes  for 
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Buch  atheduled  rental  rates  may  be  agreed  upon  iti  writing  between  the  con- 
tractor and  the  acent,  such  rates  to  be  In  conformity  with  rates  of  rental 
charged  in  the  particular  territory  In  which  the  work  covered  by  this  contract 
Is  to  be  performed.  If  the  agent  shall  furnish  or  supply  any  such  equlpmeot, 
the  contractor  shall  not  be  allowed  any  rental  therefor  and  shall  receive  do 
fee  for  the  use  of  such  equipment 

(d)  Loading  and  unloading  such  construction  plant  and  transportation  there- 
of to  and  from  the  place  or  places  where  It  Is  to  be  used  In  connection  with 
said  work,  subject  to  the  provlsloDs  hereinafter  set  forth,  the  instatlatlon  and 
dismantUng  thereof,  and  ordinary  repairs  and  replacements  during  its  use  In 
the  said  work. 

(c)  Transportation  and  expenses  to  and  from  the  work  of  the  iie<«ssary  fleld 
and  office  forces  for  the  economical  and  successful  prosecution  of  the  work,  pro- 
curing labor,  and  expediting  the  pro<luctlon  and  transportation  of  material  and 
.equipment 

(f)  Salaries  of  resident  etiglnei'rs,  superintendents,  timekeepers,  foremen,  and 
other  employees  at  the  field  offices  of  the  contractor  In  connection  wKh  said 
work.  In  case  the  full  time  of  any  field  employee  of  the  contractor  is  not  ap- 
plied to  said  work,  but  Is  divided  between  said  work  and  otlier  work,  his 
salary  shall  be  Included  In  this  Item  only  In  proportion  to  the  actual  time 
applied  to  this  work. 

(g)  All  temporary  buildings,  warehouses,  hospitals,  Inflrmariea,  stores,  com- 
missaries, and  structures,  and  the  cQuipment  required  therefor  and  furnishings 
and  equipment  requlre<l  for  the  field  offices,  and  the  cost  of  maintaining  and 
operating  same,  including  such  minor  expenses  as  telegrams,  telephones,  ex- 
preasage,  postage,  etc, 

(ft)  Such  bond.  Are,  public  liability,  employers'  liability,  workmen's  com- 
pensation, and  other  Insurance  as  the  agent  may  approve  or  require  and  such 
losses  and  expenses  not  compensated  by  insurance  or  otherwise,  as  are  found 
and  certified  by  the  agent  to  have  been  actually  sustained  (includine  settlement 
made  with  the  ivrltten  consent  and  approval  of  the  agent)  by  the  contractor  Id 
connection  with  said  work.  Such  losses  and  expenses  shall  not  be  included  In 
the  cost  of  the  work  for  the  purpose  of  determining  the  contractor's  fee.  The 
cost  of  reconstructing  and  replacing  any  of  the  work  destroyed  or  damaged 
shall  be  Included  in  the  coat  of  the  work  for  the  purpose  of  relmbursi'ment  to 
the  contractor,  but  not  for  the  purpose  of  determining  the  contractor's  fee, 
except  as  hereinafter  provided. 

(i)  Permit  fees,  deposits,  royalties,  end  other  elmllar  Items  of  expense  Inci- 
dental to  the  execution  of  this  contract  and  necessarily  incurred ;  expenditures 
under  this  Item  must  be  approved  In  advance  by  the  agent 

(j)  Such  proiiortlon  of  the  transportation,  traveling,  and  hotel  expenses  of 
ofllcers  and  engineers  and  other  employees  of  the  contractor  as  is  actually  In- 
curred in  connection  with  this  work. 

(ft)  Such  other  Items  as  should  In  the  opinion  of  the  agent  be  Included  In  the 
cost  of  the  work.  When  such  an  Item  is  allowed  by  the  agent,  It  shall  be 
specifically  certified  as  being  allowed  under  this  paragraph. 

(I)  All  costs  incurred  by  the  contractor  in  the  preparation  of  auch  working 
drawings,  as  directed  and  approved  by  the  agent. 

The  agent  reserves  the  right  to  pay  directly  to  common  carriers  any  or  nil 
freight  charges  on  material  of  sU  kinds,  and  mochlnery  furnished  under  this 
contract  and  certified  by  tlie  agent  as  being  for  installation  or  for  consumption 
In  the  course  of  the  work  hereunder ;  the  contractor  shall  he  reimbursed  for 
such  freight  charges  of  this  character  as  It  shall  pay  and  as  sliall  he  specifically 
certified  by  the  agent,  but  the  contractor  shall  have  no  fee  based  on  snoh  ex- 
penditures. Freight  charges  paid  by  the  contractor  for  the  transportation  of 
construction  equipment,  construction  plant,  tools  and  supplies  of  every  char- 
acter, shall  he  treated  as  part  of  the  cost  of  the  work  upon  which  the  con- 
tractor's fee  shall  be  baaed ;  provided  that  charges  for  transportation  of  such 
construction  equipment,  construction  plant  and  tools  over  distance  in  excess  of 
five  hundred  miles  shall  require  the  special  approval  of  the  agent. 

No  salaries  of  the  contrucior's  es('i;utlvp  officers,  no  part  of  the  expense  in- 
curred in  conducting  the  cimtrnctor's  main  office  or  regularl\  estahll'-hed  branch 
offices,  and  no  overhead  expense  of  any  kind,  t  tccpt  ns  speclftcalh  listed  above, 
shall  be  includi-d  In  the  cost  of  the  work;  nor  shall  an\  Intiiist  on  capital 
employ<'d  or  on  borrowed  money  be  Included  In  the  cost  of  the  work 

The  contractor  shall  take  advantage  to  the  extent  of  its  abilitv  of  nil  dis- 
counts avalluble,  and  when  unable  to  take  siicli  ad\antage  shall  promptly  notify 
the  agent  of  Its  Inability  and  Its  reasons  therefor 


All  revenue  (roiii  the  operations  of  the  comiulsBarles,  hospital,  or  other  fa- 
ollitles,  or  from  rebates,  refunds,  etc.,  shall  he  sccounted  for  by  the  contractor 
and  applied  Id  rMluctlon  of  the  cost  of  the  work. 

Abticle  hi.  Delermination  of  fee. — As  full  compensation  for  the  services  of 
the  contractor,  inclDillng  profit  and  nil  generftl  overhesd  expense,  except  as 
berelD  speclficaUr  provliled,  the  agent  shall  pay  the  contractor  In  the  manner 
herelnufter  prescribed  a  fee  to  be  detcrmlued  at  the  time  of  completion  of  the 
irork  from  the  work  from  the  following  schedule,  except  as  hereinafter  other- 
wise provided : 

If  the  cost  of  the  work  is  $100,000  or  under,  a  fee  of  7%  of  such  cost. 

If  the  cost  of  the  work  is  over  »JOO,000  and  under  S12D,000,  a  fee  of  $7,000. 

It  the  cost  of  the  work  is  over  3125,000  and  under  $450,000,  a  fee  of  ei%. 

If  ihe  cost  of  the  work  Is  over  $450,000  and  under  SGOO.OOO,  a  fee  of  $20,290. 

If  llie  cost  of  the  work  is  over  sr)00,000  and  under  $1,000,000,  a  fee  of  6%. 

If  the  cost  of  the  work  Is  over  $1,000,000  and  under  $1,100,000,  a  fee  of 
$60,000. 

If  the  cost  of  the  work  is  over  $1,100,000  and'  under  $1,600,000.  a  fee  of  5i%. 

If  the  cost  of  the  work  Is  over  $1,500,000  and  under  $1,650,000,  a  fee  of 
$82,.-«>. 

If  the  cost  of  the  work  Is  ove    "    " 

If  the  cost  of  the  work  Is  o 
$110,000. 

If  Ihe  cost  of  fie  work  Is  ove 

If  the  cost  of  tlie  work  Is  o 
(12^250. 

If  the  cost  of  the  work  la  ovei 

If  the  co»t  of  the  work  U  a 

tieo/no. 

If  the  cost  of  the  work  is  over  $4,500,000  and  under  $4,775,000.  of  fee  of  3|%, 

ir  the  cost  of  Ihe  work  la  over  $4,773,00,1  and  under  $5,175,000,  a  fee  of 
n7n.062.50. 

If  the  cost  of  the  work  Is  over  $5,175,000  and  under  $5,725,000,  a  fee  of  SJ^o. 

If  the  cost  of  the  work  Is  over  $5,725,000  and  under  S6,:^5,000,  a  fee  of 
$200,375. 

If  the  cost  of  the  work  Is  over  $6,225,000  and  under  $6,825,000,  a  fee  of  3i%, 

If  the  cost  of  the  work  la  over  $6,825,000  and  under  $7,400,000,  a  fee  of 
1221,812.50. 

If  the  cost  of  the  work  Is  over  $7,400,000  and  under  $7,750,000.  a  fee  of  3%. 

If  the  cost  of  the  work  Is  over  $7,750,000  and  under  $8,350,000,  a  fee  of 
$235,500. 

If  the  cost  of  the  work  Is  over  $8,350,000  and  under  $8,800,000,  a  fee  of  2^'?e. 

If  the  cost  of  the  work  Is  over  $8,800,000  and  under  $0,650,000,  a  fee  of 
1242,000. 

If  the  cost  of  the  work  ts  over  $9,650,000  and  under  $10,000,000,  a  fee  of  2i%, 
provided,  however,  that  the  fee  upon  such  part  of  the  cost  of  the  work  as  is 
represented  by  payments  to  subcontractors  under  subdivision  (b)  of  Article 
II  hereof,  shall  in  each  of  the  above  contingencies  be  two  and  one-halt  per 
cent  I2j'7c)  and  no  more  of  the  amount  of  such  part  of  the  cost 

The  cost  of  materials  purchased  or  furnished  by  the  aEent  for  said  work, 
exclusive  of  all  freight  charges  thereon,  shall  he  Included  in  the  cost  of  the 
work  for  the  purpose  of  reckoning  such  fee  to  the  contractor,  but  for  no  other 
purpose. 

The  fee  for  reconstructing  and  replacing  any  of  the  work  destroyed  or 
damaged  shall  be  such  percentage  of  the  cost  thereof,  not  exceeding  seven  per 
cent  (7%)  as  the  agent  may  determine. 

In  addition  to  the  fee  as  mentioned  above,  the  eontrnctor  shall  receive  as 
a  fee  for  the  preparation  of  the  working  drawlnffs  and  specifications,  an  amount 
equal  to  one  per  cent  (1%)  at  the  construction  cost  of  the  work  as  defined 
In  Article  II  hereof,  nnd  as  may  be  ordered  under  the  provisions  of  Article  I. 

Abticlk  IV.  The  agent  will  bear  the  entire  cost  of  the  construction  of  the 
plant  without  the  necessity  of  the  contractor  providing  any  capital  and  shall 
p«y  direct  or  advance  as  need  sufficient  funds  to  pay,  the  actual  cost  of  the  work 
■9  defined  In  Article  II  hereof. 

Doring  the  construction  of  thp  plant  the  agent  will  attnch  a  disbursing  office 
at  the  plant  or  its  office,  wlio  will  pay  promptly,  as  heri'lnhefore  provlile<l.  all 
bills,  vouchers,  and  pay  rolls  certlHed  as  proper  and  correct  hy  the  contractor. 
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Iff)  At  all  times  keep  at  tlie  site  of  the  work  a  duly  appointed  representative, 
who  shall  recplve  and  execute  on  the  part  of  the  contractor  such  notices,  direc- 
tions, and  Instructions  as  the  agent  may  desire  to  give. 

(A)  At  all  tlmi'S  use  Its  best  efforU  In  all  Its  acts  hereunder  to  protect  and 
subser\'e  the  Interest  ot  the  agent  and  the  United  States. 

Abticix  VII,  liipht  to  terminate  coiilia';*.— Should  the  contractor  ot  any  time 
refuse,  noglect.  or  fiiii  in  anj-  i-cspitt  to  prosecute  thp  work  with  promptness 
and  dlll^nce,  or  default  in  the  perfurnuiDce  of  any  of  the  aftreements  herein 
cniitalneil.  the  aijent,  at  his  option,  nmy,  after  live  days'  written  notice  to  the 
contractor,  terminate  this  contract,  and  niay  enter  upon  the  premises  and  take 
pos^s^on.  for  the  purpose  of  completing  said  work,  of  all  materials,  tools, 
equipment,  and  appliances,  anil  all  options,  prlvll^cs,  and  rights,  ami  may  com- 
plete or  eiuploj'  any  other  pei*son  or  [jersons  to  complete  said  work.  In  case 
of  such  tbrmination  of  contract,  the  agent  shall  pay  to  the  contractor  such 
amounts  of  money  on  account  of  the  unpaUl  balance  of  (he  cost  of  the  work  and 
of  the  fee  as  will  result  In  fully  reimbursing  the  contractor  for  the  cost  of  the 
work  up  to  the  time  of  such  terniluatlon.  plus  a  fee  computed  thereon  at  the 
rate  or  rates  for  monthly  payments  set  forth  Ui  Article  IV  hereof,  and  the 
ageut  shall  also  pay  the  contractor  compensation,  either  by  purchase  or 
rental,  at  the  election  of  the  agent,  for  any  equipment  retained ;  such  couipensa- 
tion,  in  the  event  of  rental,  to  be  In  accordance  with  paragraph  (c)  of  Article 
II,  and  in  the  e\'ent  ot  purchase,  to  be  based  upon  the  valuation  determined  by 
the  agent  as  of  the  time  of  taking  such  possession. 

The  contractor  hereby  agrees  that  such  payments  when  made  shall  constitute 
full  settlement  of  all  claims  of  tiie  contractor  against  the  auent,  fur  money 
claimed  to  be  due  to  the  contractor  for  auy  reason  whatsoever.  In  case  of  such 
temiinadon  of  the  contract,  the  agent  shalt  further  assume  aud  become  liable 
for  all  Buch  obligations,  commitments,  and  unliquidated  claims  as  Uie  contractor 
may  have  theretofore  in  good  faith  undertaken  or  incurred  in  connection  with 
said  work,  and  the  coniroctur  shiill.  as  a  condition  of  receiving  the  payments 
mentioned  Id  this  article,  execute  and  deliver  uU  such  papers,  and  take  all  such 
steps  as  the  agent  may  require  for  the  purpose  of  fully  vesting  In  hini  the  rights 
anil  beneflts  of  the  contractoi",  under  such  obligations  or  commitments.  When 
tli^  u,^ent  shall  have  performed  the  duties  Incumbent  upon  him  under  the  provi- 
sions of  this  article,  the  agent  shall  thereafter  be  entirely  released  and  dis- 
charged of  and  from  any  and  oil  demonds.  actions,  or  claims  of  any  kind  on  the 
part  of  the  contractor  hereunder  or  on  account  hereof. 

AancLE  VIII.  Abandonment  of  iooric  by  the  at/ent. — If  conditions  should  arise 
which  In  the  opinion  of  the  agent  make  It  advisable  or  necessary  to  ceose  work 
UDilcr  this  CDntrnct.  the  agent  may  ahiindon  the  work  and  terinlnote  this  contract. 
In  such  ca.se  the  agent  shall  assume  and  bcconie  liable  for  all  such  obligations, 
commitments,  and  unliquidated  claims  as  the  controctor  may  hove  theretofore, 
la  good  faith,  undertaken  or  incurred  In  c>innectlon  with  suld  work;  and  the 
contractor  shall,  as  a  condition  of  receiving  the  poynients  nientlonMl  in  this 
article,  execute  and  deliver  all  such  papers,  and  take  oil  such  steps  as  the  agent 
may  require  for  fully  vesting  in  him  the  rights  and  benefits  of  the  controctor 
and^T  such  obligations  or  commitments. 

The  agent  shall  pay  to  the  controctor  such  an  amount  on  account  of  the  unpaid 
balance  of  the  cost  of  the  work  and  of  the  fee  as  will  result  In  the  contractor 
receiving  full  relmbursenient  for  the  cost  of  the  work  up  to  the  time  of  such 
abandonment,  pius  a  fee  to  be  computed  In  the  following  manner :  To  the  cost  of 
work  up  to  the  time  of  such  abandonment,  shall  be  added  the  amount  of  the 
controctuul  obligations  or  commitments  assumed  by  the  agent,  and  such  total 
shall  be  treated  as  the  cost  of  the  work,  upon  which  the  fee  shall  he  computed  in 
accordance  with  the  provisions  of  Article  III  hereof.  When  the  agent  shall 
have  performed  the  duties  incumbent  upon  him  under  the  provisions  of  this 
article,  the  ugent  shall  thereafter  he  entirely  released  and  discharged  of  and  from 
any  and  all  demands,  actions,  or  claims  of  any  kind  on  the  part  of  the  contractor 
herennder,  or  on  account  hereof. 

Abticix  IX.  Bond. — The  contractor  shall,  prior  to  commencing  the  sidd  work. 
furnish  o  bond  with  sureties  satisfactory  to  tlie  agent  In  the  sum  of  two  hundred 
and  Hfty  thousand  (f250,000)  dollars,  comlltloned  upon  its  full  and  faithful 
performance  of  nil  the  terms,  conditions,  and  provisions  of  this  contract,  and 
upon  its  payment  of  all  bills  for  latior,  materials,  or  other  services  furnished  to 
the  contractor. 

Article  X.  ConvUt  labor. — No  person  or  persons  shall  be  employed  In  the  per- 
formance of  this  contract  H'ho  are  undergoing  sentence  of  Imprisonment  ot  hord 
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labor  Imposed  by  the  courts  o(  any  of  the  several  States.  Territories,  or  munici- 
palities having  criminal  Jurisdiction. 

Abticlb  XI.  The  contractor  shall,  when  required,  report  to  the  agent,  the  citi- 
zenship, country  of  birth,  or  alien  status  of  any  or  all  of  Its  employees.  When 
required  by  the  agent,  it  shall  refuse  to  employ,  or,  if  already  employed,  forth- 
with (lIscharKe  from  emplo.vment  and  exclude  from.  Its  work  any  person  or  per- 
sons deslgnaled  by  the  agent  tor  cause  as  undetirable  for  employment.  The 
agent  shall  pay  to  the  contractor,  as  part  of  the  cost,  anj-  expense  Incurred  by 
the  contractor  which  shall  be  determined  by  the  agent  to  be  directly  caused  by 
the  requirements  of  this  article.  The  contractor  shall  alw  make  the  provision 
of  this  article  applicable  to  all  employees  working  under  such  contract  with  the 
contractor. 

In  the  event  of  any  dispute  with  reference  to  wages,  hours,  or  other  condi- 
tions appertaining  to  said  work,  hetweeit  the  contractor  or  any  Bubcontmctor 
and  labor  employed  by  btm  on  said  work,  the  contractor  or  subcontractor  shall 
immediately  notify  the  agent  of  the  existence  of  such  dispute  and  the  reason 
therefor.  The  agent  may,  at  his  option,  instruct  the  contractor  or  subcon- 
tractor involved  In  such  dispute  as  to  the  method  or  steps  which  the  contractor 
or  subcontractor  should  follow  with  reference  thereto,  and  the  contractor  or 
subcontractor  shall  thereupon  comply  with  such  instructions. 

ABTictE  XII.  Rights  to  triinsfer  or  suWef.— Neither  tlila  contract,  nor  any 
interest  therein,  shall  be  asslpned  or  transferred.  The  contractor  shall  not 
enter  Into  any  subcontract  for  any  part  of  the  work  herein  specified  wtthont 
the  consent  and  approval  In  writing  of  the  agent.  In  case  of  such  assign- 
ment, transfer,  or  subletting  without  the  consent  or  approval  In  writing  of 
the  agent,  the  agent  may  refuse  to  carry  out  this  contract  either  with  the 
transferor  or  the  transferee,  but  all  rights  of  action  for  any  breach  of  this 
contract  by  the  contractor  are  resen-ed  to  the  agent. 

Abticle  XIII.  No  participation  in  profits  by  doiemmt'nt  ogUHats.—Vo  Mem- 
ber of  or  Delegate  to  Cimgress,  or  Resident  Commissioner,  nor  any  other  person 
belonging  to  or  employed  in  military  service  of  the  United  States,  Is  or  shall 
be  admitted  to  any  share  or  part  of  this  contract,  or  to  any  beneflt  that  may 
arise  therefrom,  but  this  article  shall  not  apply  to  this  contract  so  Air  as  It 
may  be  within  the  operation  or  exception  of  section  116  of  the  act  oC  Congress 
approveil  March  4th.  lOld  (35  Stat.s.,  1109), 

Articij:  XIV.  Settlement  of  disputes. — This  contract  shall  be  interpreted  as 
a  whole  and  the  intent  of  tlie  whole  instrmoent,  rather  than  the  interpretation 
of  any  special  clause  shall  govern.  If  any  doubts  or  disputes  shall  arise  as  to 
the  meaning  or  Interpretation  of  anything  In  this  contract,  or  if  the  con- 
tractor shall  contdder  Itself  prejudiced  by  any  action  or  decision  of  the 
agent  made  under  the  provisions  of  Article  IV  hereof,  the  matter  shall  be 
refiprred  to  the  Chief  of  Ordnance  for  determination.  If,  however,  the  con- 
tractor shall  feel  aggrieved  by  the  decisions  of  the  Chief  of  Ordnance,  It  shall 
have  the  right  to  submit  the  same  to  the  Secretary  of  War,  whose  decision 
shall  be  final  and  binding  upon  both  parties  hereto. 

Aktici-e  XV.  Tills  contract  shall  bind  and  Inure  to  the  contractor  and  Its 
successors.  It  is  understood  and  agreed  that  wherever  the  word  "agent"  Is 
used  herein,  the  same  shall  be  construed  to  include  his  successor  in  odlce,  any 
IH-rwm  III  wliiiiu  the  duties  of  the  agent  may  be  an^lgned  by  the  Secretary 
of  War,  and  any  duly  appointed  representative  of  the  agent. 

Witness  the  hands  of  the  parties  hereto,  the  day  and  year  first  above  writ- 
ten, all  in  triplicate. 

Fred  T.  Let  &  Company  (Inc.).  [seai.] 

By  J.  H.  SicKUAN,  Tice  Pres. 

Mabur  Rockwell  Loading  Coupany,     [beal.] 
By  P.  S.  RtissELL,  Vict  Fret. 


I  hereby  certify  that  the  following  are  corrift  extracts  fmm  the  minutes 
of  i-ertnin  meetings  ..f  the  board  of  direct..rs  of  the  Fred  T.  Ley  &  Ce,..  at 
which  meetings  there  were  present  a  quorum  of  the  said  board,  authorized 
[<>  tranKaiT  business  ns  hereinafter  descrll)e<i ;  that  the  proceedings  of  the  said 
meetings  were  in  accordance  with  the  charter  and  by-laws  of  the  company,  and 
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r    HTseET,    SPRI.VOFtEIJ), 


thit  same  have  not  been  revoked,  cancelled,  or  amended  In  any  manner  what- 
■oerer. 

I  fnrtber  certify  that  I  am  the  custodian  of  certain  records  of  aald  com- 
pany. Including  the  minutes  of  the  meetings  of  the  board  of  directors. 

Prkd  T.  Let,  Clerk. 

llEEn50  OW  TBK  BOABD  or  VIRECTOBS  t 
AT  THE  PBINCIPAL  OKFICE  OF  THE  CI 
MASS^  ON    MABCH    l-l,    lOIB,    AT    II    O'C 

On  motion  dniy  made  and  sewnded  it  was  "Voted:  That  Mr.  J.  H.  Sick- 
nun  Is  herel))-  elected  o  vice  president  of  this  company." 

(>D  motion  duly  niu<le  and  srt«ndeil,  It  was  furtlier  "  Voted ;  That  Mr.  J. 
H.  Slctman,  a  rice  president,  be,  and  hereby  Is,  autliorisod  and  directed  in 
ibe  name  and  on  behalf  of  this  company,  and  under  Its  corporate  seat,  to 
,-i«Tite  and  deliver  any  and  all  contracts  and  bonds  pertahilnu  to  any  and 
ill  work  which  Is  or  may  be  awarded  this-  company,  and  said  J.  H.  Slcltnian 
is  hereby  further  authorized  and  directed  In  the  name  of  and  on  liehnlf  of 
xhii  company  to  sisa  any  and  all  pn>posais,  sulicon tracts,  orders,  and  oElicr 
ai«-aiuent*  as  nin.v  lie  r«iulre<l  or  as  iie  may  see  lit,  for  the  proiier  performance 
of  said  contracts," 

?pcrioI  meeling  held  Mat/ 16. 1937. — On  motion  duly  made  and  seconded.  It  was 
-RMoJred.'  That    Mr.  Fred  T.  Ley  be,  and  hereby  Is,  elected  clerk  of  the 

In  wliness  whereof,  I  have  hereunto  set  my  bund  and  nfflxe<1  the  i-orporate 
■Ml  ft  the  company,  the  20th  day  of  May,  1918. 
lacAL.]  Fbeo  1.  Let,  Clerk. 


scHEDUu:s  or  rbntai.  bates. 

<The  rates  mentioned  are  per  day.) 

Tbe  foUowtntc  ranges  of  rental  rates  are  shown  only  as  an  indication  of  what 
urn;  be  allowed.  Rentals  will  be  fixed  by  the  a^ent,  who  will  take  into  con- 
ilderedon  sizes,  capacities,  conditions,  and  fair  market  vainations  of  eqalp- 
rirDt.  Rentals  for  equipment  not  shown  on  list  following  will  be  fixed  as  pro- 
(KM  hi  last  paragraph  of  section  (c)  of  article  11  hereot 
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The  contractor  wlH  endiuvor  to  supply  nil  conlrectot's  equipment  of  every 
description  npcrssnry  for  the  proper  hnndling  of  tlie  work.  A  charge  will  be 
inad^  for  such  contractor's  equipment  as  Is  usetl  for  tills  work  according  to  the 
rates,  determined  by  the  aiieiU,  und  such  contractor'nt  equipment  will  be  carried 
on  the  contractor's  regular  pay  rolls,  and  as  a  part  thereof  at  thesis  rates,  for 
each  and  every  retralur  woi-bing  day;  also  for  Rundays  aud  holidays  If  used. 
In  the  event  of  contractor's  equipment  being  used  for  a  longer  time  than  10 
hours  per  day,  nn  additional  charge  pro  rata  of  the  sctiedulcd  rates  will  be 
made  for  such  overtime  as  each  item  Is  used.  The  duration  for  which  rentnl 
will  be  charged,  except  as  otherwise  specltled  above,  Is  from  the  time  the  con- 
tractor's equipment  is  loaded  on  cars  for  shipment  to  the  work,  as  shown  by  the 
shipping  munlfcst.  and  until  contractor's  equipment  Is  loaded  again  for  return 
to  the  contractor,  Sundays  and  holidays  except  unless  used. 

In  the  event  that  It  Is  desirable  or  necessary  for  the  contractor  to  rent  any 
contractor's  equipment,  owned  by  ether  particB,  charges  on  pay  rn!!«,  for  such 
rentals  will  be  as  per  the  actual  charges  as  hilled  to  the  contractor  by  the 
suppliers  of  such  plant,  and  In  addition,  any  other  charges  for  whicb  the  con- 
tractor Is  liable. 

Repairs. — The  eonlractor's  equipment  will  he  shipped  in  good  operative  con- 
dition and  charges  for  ordinary  replacement  of  parts  or  other  repairs  necessi- 
tated during  the  progress  of  the  work  will  be  billed  at  cost  of  such  replacement 
or  repairs. 

On  rented  equipment,  charges  for  repairs  will  be  in  accordance  with  the  agree- 
ments with  the  owners  of  such  equipment. 


[Copy. — Orlglaal  aent  to  bome  offlce.l 

June  4,  1918. 
Maruk-Rockweu.  LOAniNG  Co., 

Wilmtnolon,  Del. 

Gentlbuen:  1.  Proposed  contract  between  your  company  and  the  Fred  T. 
Ley  &  Company  (Inc.)  for  construction  of  plant  under  jour  onler  War-Ord. 
Is  approved  and  copy  is  returned  herewith  with  approval  noted  thereon. 

2.  In  connection  with  this  approval,  your  attention  Is  directed  to  the  fol- 
lowing, and  It  Is  requested  that  you  advlsethe  Fred  T.  Ley  &  Co.  <Inc.),  for 
the  Information  of  such  company,  in  connection  with  Government  supervision 
of  thlB  contract: 

{a)  Page  8,  Article  II,  subdivision  8:  Fire  Insurance  should  not  be  curried 
on  Government  property. 

(b)  Page  B,  Article  II,  subdivision  "J":  Provldeij  for  payment  of  hotel 
expenses  of  officers,  engineers,  and  other  employees  of  the  contractor  which 
are  actually  Incurred.  It  is  desired  to  confirm  understanding  between  this 
olBce,  your  Mr.  Russell,  and  Mr.  Slckman,  of  the  Fred  T.  Ley  &  Co..  that  hotel 
expenses  of  ofTlcers  and  employees  permanently  stationed  wlil  not  be  allowed 
by  the  Government. 

(c)  It  Is  also  desired  to  eonflrm  understanding  thai  In  calculating  cost  under 
Article  III  for  purpose  of  determining  rate  of  compensation  that  those  coats 
on  which  no  fee  or  a  special  fee  is  paid  are  excluded. 

S.  All  payments  and  charges  under  this  contract  and  all  subcontracts  made 
by  Fred  T.  Ley  &  (3o.  are  subject  to  approval,  and  execution  of  the  contract 
la  subject  to  supervision  by  the  Government. 

WiNTHBop  Rahcent,  Jr.. 
Major,  Ordnance  Department,  JT.  A. 

By  W.  P.  Jetferv, 
Captain,  Ordnance  Deparlm^nt,  R.  C. 

Mr,  Graham,  By  this  contract  between  your  company  and  the 
Government  you  are  authorized,  as  aeent,  to  select  the  land,  select 
the  contractor,  make  the  plans,  and  do  the  building,  and  for  that 
you  were  to  receive  a  certain  fee? 

Mr,  ToBET,  Of  10  i)er  cent ;  yes,  sir. 

Mr,  GiwiiASi.  What  proportion  of  that  fee  were  you  to  pay  to  the 
subcontractor  doing  this  work? 
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Mr.  ToBET.  The  original  contract  was  that  we  were  to  receive  a 
fee  of  10  per  cent.  After  numerous  conferences  with  Col.  Spruant 
and  Gen.  McRoberts,  of  the  Procurement  Division,  the  matter  of 
the  construction  of  the  buildings,  as  distinguished  from  the  various 
loading-plant  buildings,  was  sublet  to  Fred  T.  Ley  &  Co.  under  the 
terms  of  that  contract.  Thereafter,  I  should  say  about  the  1st  of 
August,  the  Marlin-Rockwell  Loading  Co.  went  to  the  contract 
section  of  the  Ordnance  Department  and  stated  that  inasmuch  as 
tlie  cost  had  risen  beyond  the  original  estimates  that  the  Marlin- 
Jtockwell  Loading  Co,  would  assimilate  the  fee  and  out  of  the  10 
pr  cent  pay  anything  required  to  be  paid  to  Ley.  So  that  there  can 
be  absolutely  no  criticism  that  double  fees  were  being  incurred 
Kgainst  the  Qovemment,  although  both  contracts  had  been  there- 
tofore approved. 

Mr.  Ghaham.  So  that  there  was  an  agreement  that  you  would  pay 
the  Ley  commission  i 

Mr.  ToBET.  We  took  the  position  that  our  contract  called  for  us 
to  construct,  or  to  cause  to  be  constructed,  this  plant;  and,  inasmuch 
as  the  subcontract  under  which  it  was  to  be  constructed  had  been  ap- 
proved by  the  Government,  we  felt  we  had  made  a  substantial  com- 
pliance with  our  contract-.  Both  fees  were  to  be  paid  by  the  Govern- 
ment, and  both  contracts  had  been  approved,  but  we  voluntarily 
went  to  the  Government  and  assumed  that  fee  and  thereafter  paid 
it;  and  not  only  thereafter  paid  it,  but  reimbursed  the  Government 
anything  it  hatf  paid  to  Frea  T.  Ley  &  Co. 

Mr.  (^AHAM.  So  far  as  the  Government  was  concerned  it  might 
as  well  have  paid  both. 

Mr.  ToBBT.  It  assumed  it  when  it  approved  the  contract. 

Mr.  Gkahah.  What  was  on  that  land  when  you  last  saw  it?  Let 
us  get  an  idea  of  what  the  Government  has  on  it. 

Mr.  ToBBT.  It  has  temporary  bunk  houses,  and 

Mr.  Gkahah  (interposing).  Tell  us  how  many  and  how  large 
they  were. 

Mr.  ToBET.  Well,  I  can  do  that:  or  Mr,  Allen  can  do  it  better,  and 
he  will  be  on  the  stand  later;  or  Mr.  Kinnear  can  do  it. 

Mr.  Grahah.  All  right.  There  is  a  provision  in  this  Ley  contract 
to  which  my  attention  nas  bccn-called.  It  is  Article  VIII,  under  the 
heading  "Abandonment  of  work  by  the  agent,"  and  is  as  follows: 

It  coiiilitloTi-4  slionid  arise  which  In  the  opiulon  of  the  agent  makes  It  ad- 
vlrablfi  or  n*H*s.';arj'  to  cense  work  un<ler  this  contract,  the  agent  may  nbandon 
this  ivork  and  terminate  this  contra<i:. 

Mr.  ToBBT.  Yes,  sir. 

Mr.  (iRAUAM,  And  the  Marlin-Eockwell  Loading  Co.  is  referred 
to  as  the  agent? 

Mr.  ToBBT.  Yes,  sir. 

Mr.  Graham.  Now,  I  presume  that  means  that  you  can  discharge 
the  contract  or  suspend  operations  under  the  contract  with  Ley  A  (m, 
at  any  time  yon  pleased! 

Mr.  ToBET.  Yea,  sip. 

Mr.  Gbahau.  When  I  first  read  it  it  occurred  to  me  that  possibly 
it  might  mean  that  you  might  abandon  your  contract  with  the  Gov- 
ernment, but  inasmuch  as  you  were  the  agent  that  refers  to  the  sub- 
contractor. 
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Mr.  TOBBT.  The  privity  there  was  between  the  agent  and  the  sab- 
contractor,  but  we  were  the  a^ente  for  the  principal. 

Mr.  Gbahah.  I  see  that  that  is  correct 

This  land  that  you  took  options  on  you  leased,  didn't  you  1 

Mr.  ToBBT.  No,  sir;  we  bought  it. 

Mr.  Graham.  Did  you  buy  itt 

Mr.  ToBBT.  Yes,  sir.    The  Govenuneiit  leased  the  land  from  us. 

Mr.  Grahau.  The  Government  leased  it  from  you  i 

Mr.  ToBET.  Yes,  sir.  The  reason  for  that  was,  this :  At  the  time, 
as  I  understand  it,  when  this  contract  was  being  considered,  the 
C^vemment  had  no  authority  to  buy  land.  That  is,  the  Ordnance 
Department  had  no  authority  to  buy  land  without  a  specific  act  of 
Congress  giving  such  authority,  and  they  instructed  us  to  take 
options  and  to  buy  the  land,  if  directed  to  do  so,  and  then 

Mr,  Gbahau  {interposing).  Let  me  see.  I  do  not  want  to  inter- 
rupt you,  but  let  us  enlarge  on  that  matter  a  little :  You  say  there 
was  no  authority  for  the  Ordnance  Department  at  the  time  to  buy 
land!      - 

Mr.  ToBEy,  That  they  had  no  authority  to  buy  land,  as  we  were 
informed,  without  specific  authority  from  Congress  in  each  case. 
And  the  plan  adopted,  as  I  understand  it,  by  the  Ordnance  Depart- 
ment was  that  the  agent  in  such  case  would  buy  the  land  and  lease 
it  to  the  Government  at  an  annual  rental,  the  rental  to  apply  on  the 
purchase  price  until  the  aggregate  rental  paid  equaled  the  purchase 
price,  after  which  the  Government  could  receive  title  to  the  land  on 
demand. 

Mr.  Graham.  Well,  as  a  matter  of  fact,  did  the  Government  ever 
buy  this  land  and  get  title  to  it? 

Mr,  ToBET,  Yes  and  no.  They  have  paid  us  for  it  at  the  annual 
rental  rate.  $70,000  a  year,  in  monthly  installments.  Now,  the  ag^- 
gate  of  those  rentals  so  paid  equaled  what  we  paid  for  the  land.  We 
have  presented  to  the  Goveinment  deeds  to  the  land  and  have  ex- 
pressed our  willingness  to  execute  them,  or  take  any  steps  they  want 
to  convey  title.  Abstracts  of  title,  insurance  policies,  form  of  deed, 
and  so  on,  are  in  the  office  down  there,  and  the  last  word  we  had  from 
them  was  that  they  would  be  taken  up  in  due  course, 

Mr.  Graham.  Did  you  charge  them  any  more  than  the  actual 
rentals  you  had  to  pay  ? 

Mr.  ToBEY.  We  paid  no  rentals,  Mr.  Cliairman.  We  bought  the 
land  and  they  paid  us  a  rental  for  it.  The  aggregate  rentals  were 
to  equal  the  cost  of  the  land,  interest  at  6  per  cent,  and  the  expenses 
of  the  agent  in  regard  to  the  purchase,  such  as  recording  deeds,  pro- 
curing title,  policies,  etc.,  as  well  as  taxes  then  due.  The  aggregate 
of  that  was  $(0,000, 

Mr.  Graham,  That  was  the  entire  cost  of  the  land  ? 
Mr,  ToBEY.  The  entire  cost  of  the  land,  so  far  as  the  Msirlin- 
Eockwel!  Loading  Co.  wiis  a  party  to  it.  After  the  Gillespie  explo- 
sion— well,  perhaps,  before  that — the  Ordnance  Depai-tiuent  recom- 
mended that  additional  land  be  acquired.  There  was  a  tract  of  land 
consisting  of  200  acres,  more  or  less,  adjacent  to  the  property  we  had 
bought,  and  when  it  was  decided  to  buy  that — and  I  want  to  say  that 
prior  to  that  time  the  Government  had  received  authority,  or  the 
War  Department  had.  to  purchase  that  land,  and  at  that  time  this 
real  estate  section  of  the  Purchase,  Storage  and  Traffic  Division  sent 
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a  representative  there  and  said  they  would  take  charge  of  the  pur- 
chase of  that  additional  land.  Its  representative  went  down  and 
purchased  it.  We  never  had  anything  to  do  with  that.  We  were 
not  a  party  to  it.  They  paid  for  that  200  acres  $22,000.  Also,  we 
had  acquired  options  on  rights  of  way  for  the  railroad;  the  right 
of  way  was  8^  miles  loneand  it  was  65  feet  in  width,  ana  oonsi^d 
of  31  parcels  of  land.  They  were  under  operation  and  the  repre- 
sentatives of  the  real  estate  section  said  they  would  take  that  also 
off  of  our  hands,  but  they  did  not  exercise  the  options,  but  com- 
mandeered and  condemned  the  whole  property. 

fi(r.  Graham.  Do  you  know  what  that  cost  them  ? 

Mr.  ToBET.  Our  option  price,  as  I  recall,  was  about  $28,000.  I 
think  the  verdict  they  got  was  between  $30,000  and  $35,000.  Those 
proceedings  were  carried  on  by  the  district  attorney  in  the  Federal 
court  of  Wilmington. 

Mr.  (iRAHAM,  Besides  costs? 

Mr,  ToBET.  Yes,  sir. 

Mr,  GiwirAM.  That  was  handled  by  the  real  estate  section? 

Mr.  ToBET.  Yes,  sir. 

Mr.  (iBAHAM,  They  seem  to  have  been  good  business  managers. 
What  was  ever  done  with  these  200  acres,  anything  at  all  ? 

Mr.  ToBET.  Well,  immediately  after  that  was  purchased— and  it 
was  contiguous  to  our  property  and  the  temporary  buildings  and  gen- 
eral operations,  and  those  general  operations  took  in  both  parcels, 
don't  you  see  ? 

Mr.  Graham.  So  how  many  acres  all  together  does  the  Government 
have  out  there,  if  it  takes  the  total  ? 

Mr.  ToBET.  Six  hundred  and  fifty-six  acres,  I  think.  I  may  be  a 
few  acres  off.  Then  the  200  acres  that  the  Government  purchased, 
making  a  total  of  856  acres. 

Mr.  Graham,  Is  this  contract  designated  by  any  particular  name? 
I  mean  this  tract  of  land  referred  to. 

Mr.  ToBET.  It  is  the  Abe  Jones  tract. 

J(r.  Ghaham.  Maj.  Foster  speaks  of  a  tract  some  place  which  he 
thinks — well,  I  can  not  remember  what  it  was. 

Mr.  ToBET.  The  Lukens  Field  tract? 

Mr,  Graham.  It  was  not  that  tract. 

Mr.  ToBET.  Well.  I  do  not  know  what  it  was. 

Sir.  Graham.  That  was  nowhere  near  the  point,  nowhere  near 
around  there,  was  it? 

Mr.  ToBET.  Our  plant  site  was  about  20  miles  south  of  Wilmington. 
The  so-called  Lukens  site  was,  on  the  surface,  a  very  desirable  piece 
of  land  about  4  miles  from  Wilmington  and  between  our  plant  and 
Wilmington  and  16  miles  from  our  plant, 

Mr.  Graham.  Was  that  considered  favorably? 

Mr.  ToBZY.  Yes,  sir;  it  was. 

Mr.  Ghaham.  What  was  your  judgment  about  it? 

Mr,  ToBET.  My  judgment  was  this :  We  endeavored  to  get  an  option 
on  the  property  to  submit  it  to  the  Ordnance  Department  and  get 
their  determination  as  to  whether  that  property  would  be  better  than 
the  one  we  had  purchased  on  account  of  the  repairs  that  would  have 
to  be  made  on  the  dike.  We  could  get  no  option  on  it.  Mr.  Lukens. 
over  the  long-distance  telephone,  said  that  if  the  land  were  sold  at  all 
he  wanted  at  least  a  thousand  dollars  an  acre  for  it,  and  my  recoliec- 
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tion  is  that  there  was  prettj'  nearly  a  tract  of  1,000  acres,  and  he 
would  not  sell  any  part  of  it.  That  is  my  memory ;  that  it  must  have 
consisted  of  1,000  acres,  but  as  to  the  price  of  a  thousand  dollars  an 
acre,  X  am  sure  of  that. 

Mr.  Graham.  You  did  not  start  to  condemn  itt 

Mr.  ToBEV.  That  was  in  April,  about  the  middle  of  April.  Up  to 
that  time  the  only  proceeding  we  could  have  adopted  was  to  con- 
sider condemnation  proceedings.  The  commandeering  act  was 
passed  later  on.  Condemnation  proceedings  were  too  slow,  because 
no  entry  could  be  made  until  you  got  judgment  without  filing  a  very 
hea\'y  bond.  The  commandeering  act  i>erinitted  immediate  action, 
but  that  was  not  in  existence  at  the  time.  According  to  my  judg- 
ment, and  that  was  in  tlie  minds  of  the  operating  officials  at  that 
time,  it  would  be  a  very,  very  great  hazard  to  have  an  explosive 
business  of  that  charact«r  within  4  miles  of  a  city  of  135,000  people. 
So  far  as  convenience  to  the  operatives,  there  is  no  question  about 
that.  A  railroad  ran  through  a  part  of  the  tract,  as  I  reraember. 
One  of  the  suburban  spurs  of  the  Wilmington  Street  Railway  line 
ran  down  to  the  property,  and  in  that  way  it  would  have  been  a  very 
great  convenience. 

Mr.  GitAHAM.  If  you  could  have  gotten  it  at  a  less  price  at  that 
time  you  would  have  taken  it? 

Mr.  ToBBY.  I  do  not  think  we  would ;  no,  sir. 

Mr.  Graham.  Well,  let  us  leave  that  subject  and  go  to  another 
subject :  The  contract  states  on  its  face,  "  It  is  estimated  that  the 
plant  will  cost  from  $1,250,000  to  $1,500,000.  depending  on  the  kind 
of  explosive  to  be  used  tlierein,  and  it  is  understood  that,  based  upon 
tlie  agent's  best  judgment  developed  by  the  best  experience,  that 
the  plant  will  be  ready  for  partial  operation  on  or  about  three 
montlis  after  the  execution  of  this  contract,"  I  judge  that  the  time 
mentioned  in  that  contract  was  way  off. 

Mr.  ToBEY.  It  was,  sir, 

Mr.  Graham.  You  spent  over  twice  that  much,  and  even  then 
hardly  got  your  plant  started. 

Mr.  TbBET.  Well,  unquestionably  we  spent  over  twice  that  amount, 
over  twice  the  maximum  stated  there.  So  far  as  the  finished  opera- 
tion was  concerned,  if  you  use  that  one  angle,  we  did  not  get  started ; 
but  in  any  operation  of  that  kind  a  great  deal  of  money  is  expended 
in  the  beginning,  and  if  you  chop  it  right  off  it  loo^  like  a  dead 
waste,  but  at  the  same  time  you  have  to  do  that  if  you  want  a  com- 
pleted structure. 

Mr.  Graham.  What  would  the  plant  have  cost? 

Mr.  ToBEY.  According  to  the  latest  estimate,  our  estimates,  as  I 
recall,  were  about  $8,500,000,  but  the  construction  division  raised 
tlioee  estimates  very  materially. 

Mr.  Graham.  To  about  $12,000,000? 

Ml-.' ToBEY.  No;  I  think  about  $10,000,000,  or  slightly  under 
$10,000,000. 

Mr.  Graham.  Who  made  the  first  estimate? 

Mr.  ToBBY.  The  Ordnance  Department.  I  am  informed  that  we 
made  no  estimates  on  it. 

Mr.  Graham.  You  have  no  personal  knowledge  of  that? 

Mr.  ToBEY,  I  have  no  personal  knowledge,  because  that  was  intro- 
duced long  before  my  connection  witli  the  company. 
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Mr.  Gkaham.  Have  these  other  gentlemen  any  information  about 
aati 

Mr,  ToBET,  No;  because  Mr.  Allen  came  after  I  did,  and  Mr.  Kin- 
ieiir  even  more  latterly. 
Mr,  Graham.   Hero  are  some  matters  mentioned  in  Maj.  Foster's 

rfat«ment • 

Mr.  ToBEr  (interposing).  May  I  add  one  thing  to  the  question  of 
the  estimates  ? 
Mr.  Graham.  Certainly. 

Mr.  Tobet.  You  understand  that  the  increased  cost  arose  very 
largely  from  the  plans  of  the  Ordnance  Department,  as  the  result  of 
iheir  clianging  and  increasing  the  situation  there,  and  because  labor 
vtnt  up  bv  leaps  and  bounds;  and  because  of  changes  in  plant  design, 
utd  broadening  out  the  whole  proposition,  and  the  amount  of  m- 
oreased  land  purchased,  and  increased  cost  in  every  way.  The  ori- 
ginal estimate  was  so  crude  and  worthless  that  it  was  not  used  by  us. 

Mr.  Graham.  When  your  loading  company  was  organized  what 
officers  did  it  have! 
Mr.  Tobet.  "When  the  loading  company  was  organized  ? 
Mr.  Graham.  Yes. 

Mr.  ToBEv.  My  recollection  is  that  Mr,  A.  F.  Rockwell  was  the 
president,  and  Mr,  Edgar  Park  was  vice  president,  and  Mr.  Louis  C. 
Stoddard  was  vice  president,  and  Mr,  Hussel  was  a  vice  president 
and  the  general  manager,  and  I  was  its  treasurer.     The  secretary  of 
thecompanT  was  a  man  named  Kerr,  who  was  also  the  secretary  of  the 
iUr\in-Kockw€!ll  Corporation. 
Mr.  Graham.  Who  was  your  first  manager? 
Mr.  Tobet.  Mr.  P.  S.  Russel. 
Mr.  GaiHAM.  Who  afterwards! 

Mr,  Tobet.  He  resigned  from  the  Marlin-Bockwell  Loading  Co. 
iboQt  the  loth  of  August,  1918,  and  took  a  commission  in  the  Ord- 
niace  Department, 
ilt.  Graham,  When  in  vour  employ  what  salary  was  he  drawing? 
Mr.  Tobet.  $15,000  a  year. 

Mr.  Graham.  Maj,  Foster  speaks  also  in  his  report  of  the  man  who 
jQCteeded  Mr.  Eussel.    Did  he  draw  a  salary  of  $15,000  a  year  also? 
Mr.  Tobet.  That  is  I,  and  I  am  here. 
Mr, Graham.  Oh,  is  that  so.     That  is  true,  is  it? 
Mr.  Tobet.  It  was  $12,000  a  year  at  first  and  $15,000  thereafter, 
Mr.  Graham.  You  drew  a  salary  of  $12,000  a  year  as  treasurer  and 
then  §15.000  asgeneral  manager? 
Mr,  ToBEY,  That  is  true,  sir, 

Mr.  Gh-aham.  How  long  have  you  been  out  of  tlie  employ  of  this 
coinpanv? 

Mt.toBET.  I  left  there,  so  far  as  the  Government  was  concerned — 
I  think  the  1st  of  February.  Then  I  stayed  there  with  the  Marlin- 
Bockwell  Loading  Co.,  at  their  expense,  until  about  March  15,  simply 
to  do  vhat  I  could  to  settle  up  the  contract  and  liquidate  it.  I  left 
Wilmin^on  about  that  time. 

Mr.  Graham.  I  want  to  call  your  attention  to  something  that  was 
done  on  June  21.  Col.  MeRoberts  seems  to  have  written  a  letter  to  the 
MsrVm-Kockwell  Loading  Co.,  which  I  presume  was  in  response  to 
sane  suggestion  made  by  the  company: 
liuniiKb  Bs  n^ottatlons  were  pending  for  Bome  time  t>efore  the  execution  of 
tbonmiitnct — 

— --"-'gl^' 
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And  that  is  your  contract — 
and  you  were  authorized  by  this  department  on  or  about  March  1,  IBIS,  to  pre- 
pare for  the  performance  of  the  contract,  and  Incur  the  necessary  expense  In 
connection  therewith,  authority  Is  hereby  given  you  to  charge  all  expenses  In- 
curred subsequent  to  March  1, 1918,  that  are  of  such  character  that  could  pmp- 
erly  be  charged  under  the  terms  and  conditions  of  said  contract  tf  same  had 
been  executed  March  1, 1818. 

In  other  words,  I  understand  by  that  he  was  authorizing  you  to 
charge  as  expenses  on  the  contract,  salaries,  and  other  expenses  that 
had  Been  paid  out  prior  to  March  1, 1918,  on  this  particular  contract. 

Mr.  ToBEr,  That  is  true,  Mr.  Chairman.  We  always  figured — 
well,  on  March  1  we  got  what  in  the  parlance  of  the  Ordnance  De- 
partnient  was  a  go-ahead  order.  It  was  informal  and  given  to  us 
with  the  statement  that  the  contract  would  be  executed  as  soon  as 
finally  prepared ;  and  in  good  faith,  and  in  pursuance  of  that  author- 
ity and  direction  we  expended  moneys  for  which  we  thought  we 
could  properly  be  reimbursed ;  and  the  accounting  department  said 
that  without  written  authority  they  could  only  pay  from  the  date 
of  the  contract,  so  that  was  the  occasion  for  that  letter. 

Mr.  Gkaham.  So  what  did,  as  a  matter  of  fact,  go  into  the  ex- 
penses? All  expenses  that  had  been  incurred  up  to  that  time,  of 
every  kind,  including  salaries? 

Mr.  ToBET.  Salaries  of  people  who  from  the  1st  of  March  or 
thereafter  had  devoted  their  time  exclusively  to  the  carrying  out 
of  that  operation.  Expenses  such  as  incidentals,  fees,  expenses, 
rents,  and  general  expenses. 

Mr.  Graham,  And  upon  that  you  also  charged  10  per  cent,  did 
joui 

Mr.  ToBEr.  The  Ordnance  Department,  in  writing,  construed  those 
salaries  as  a  part  of  the  expense  of  operating  within  the  meaning  of 
the  contract. 

Mr.  Geahau.  And  as  such  subject  to  the  charge  of  10  per  cent! 

Mr.  ToBET.  Yes,  sir;  because  10  per  cent  attached  to  the  cost  of 
the  construction  of  the  operation.  All  expenses  prior  to  the  1st  of 
March,  and  they  were  very  substantia],  were  paid  by  ourselves,  hav- 
ing sought  no  reimbursement. 

Mr.  Gr-miam,  I  find  also  that  another  rather  peculiar  situation  in 
here :  It  seems  that  you  applied  for  a  priority  order  on  this  work 
for  materials,  and  that  that.was  refused.    Do  you  remember  that  i 

Mr.  TOBBT.  Well,  that  was  while  I  was  treasurer,  and  therefore 
did  not  come  directly  under  my  supervision,  but  I  know  about  it  in 
a  general  way. 

Mr.  Graham.  What  was  the  nature  of  it! 

Mr.  ToBEY.  There  was  a  great  mix  up,  as  I  understand,  on  prior- 
ity orders.  At  first  they  were  granted,  and  a  general  priority  order 
was  issued  in  which  an  operation  was  given  a  priority  number,  and 
that  was  used.  Then  there  was  a  ruling  emanating  from  the  War 
Department,  or  some  branch  thereof,  which  stated  that  priority 
orders  would  be  issued  only  in  individual  cases,  and  that  olanket 
priority  orders  would  not  thereafter  be  issued.  Therefore,  our- 
selves or  our  subcontractor  had  to  apply  for  a  priority  order  on  a 
given  consignment.  And,  of  course,  it  was  difficult  to  get  them, 
becnuse  evei'y  individual  priority  order  had  to  be  issued  separately. 

Mr,  Graham.  The  only  application  for  a  priority  order  that  I 
find  in  connection  with  this  matter  was  refusea.  Did  you  have  con- 
siderable trouble  in  getting  your  material  i 
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Mr.  ToBE7.  Well,  no;  I  shouldn't  say  any  CTeat  difficulty  in 
obtaiQin^  material.  I  can  not  recollect  that  we  liad  any  difficulty 
in  ^tting  prioritv  orders,  but  I  know  that  it  was  the  general  situa- 
tion that  you  could  not  get  a  blanket  priority  order.  But  I  am  sure 
that  there  were  priority  orders  issued.  I  do  not  think  that  we  only 
applied  once — I  do  not  think  that  is  correct. 

Mr.  Graham.  Has  the  Government  made  any  mo\'e  to  salvage  any- 
thii^  out  there  or  to  sell  it  i 

>fr.  ToBEY.  Specifically  I  can  not  answer  that  question.  Tlie  Phil- 
adelphia Claims  Board,  upon  the  cancellation  or  tiie  contract,  took 
care  of  the  li(^uidation  and  it  has  representatives,  and  whether  they 
are  stationed  in  Wilmington  or  not  I  am  not  sure,  but  I  think  sta- 
tioned there,  and  to  pay  the  juf;t  bills  that  we  had  incurred,  and  the 
subdivision  of  the  Philadelphia  Claims  Board,  known  ns  the  Salvage 
Corps,  has  taken  charge  of  that  plant.  But  just  what  they  have 
done  in  the  way  of  salvage  is  som^hing  that  would  not  come  to  the 
officials  of  the  Marlin-Eockwell  Loading  Co.,  and  I  not  liaving  l>een 
there  know  nothing  about  it. 

Mr.  Graham.  In  your  judgment  is  that  plant  out  there  saleable 
lo  its  present  form  for  any  particular  amount? 
Mr.  ToBEV.  I  should  thmk  that  it  had  only  a  salvage  value. 
Mr.  Graham.  And  is  the  land  worth  what  it  will  bring  and  the 
buildings  what  you  can  get  for  them  for  any  purpose  t 
Mr.  ToBEY.  Yes,  sir. 

Mr.  Graham.  And  that  is  not  very  much. 

Mr.  ToBEY.  Well,  you  know  about  how  these  things  have  been 
giiing.    I  should  say  not  a  very  substantial  value,  but  there  is  quite 
&  boom  in  real  estate  right  now. 
Mr.  Graham.  What  is  that  ? 

Mr.  ToBEY,  The  Federal  Government  has  taken  over  the  Chesa- 
peake Canal,  which  runs  very  near  to  that  property,  and  land  values 
have  gone  up  enormously.    I  should  think  that  the  land  was  prob- 
ably worth  a  good  deal  more  than  when  we  bought  it,  or  what  we 
paid  for  it,  according  to  present  prices. 
Mr.  Grahau.  The  Government  is  running  that  canal  ? 
Mr.  ToBEY.  They  have  taken  it  over,  as  I  understand. 
Mr.   Graham.  There  were  some  supplemental  contracts,  weren't 
there? 

Mr.  ToBEY.  All  through  the  files  of  the  War  Department  they 
talked  about  three  contracts.  The  only  contracts  are  the  ones  you 
introduced  in  evidence  to-day  and  the  so-called  triparty  contract 
between  the  Government  and  the  Marlin-Rockwell  Loading  Co.  and 
the  Marl in-Kock well  Corporation,  whereby  tlie  last-named  corpora- 
tion agreed  to  advance  at  any  time  on  demand  a  sum  up  to  $125,000 
as  working  capital. 

Mr.  Graham.  Have  you  a  copy  of  that  triparty  agreement  here? 
Mr.  ToBEY.  Well,  everything  that  is  included  in  that  contract  is 
included  in  this.    Here  is  what  the  triparty  agreement  contained: 
Mr.  Graham,  And  then  here  is  a  supplemental  contract. 
Mr.  ToBET.  That  is  the  only  third  contract,  and  that  is  the  only 
supplemental  contract..     The  original  contract  called  for  a  bond  of 
141211— 20— VOL  2 16 


itv  Google 


1514  WAR  EXFBNDIxnBBS. 

$860,000,  but  in  talking  with  a  representative  of  the  Ordnance  De- 
partment, I  was  able  to  convince  nim  that  that  bond  should  be  re- 
duced to  $250,000jwhich  was  done. 

Mr.  Gbahau.  When  was  that  done?  This  contract  is  dated  the 
10th  of  September,  1918. 

Mr.  ToBET.  That  was  the  date,  then. 

Mr.  Gbahah.  That  was  the  only  change  that  was  made  by  the 
second  supplemental  contract! 

Mr.  ToBBT.  You  are  correct;  that  is  all. 

Mr.  Graham.  They  are  all  of  the  contracts  that  were  ever  entered 
into  so  far  as  you  know  between  the  United  States  and  any  of  the 
interested  parties! 

Mr.  ToBET.  Yes.  Of  course,  there  were  contracts  entered  into, 
two  subcontracts — with  Fred  T.  Ley  &  Co.,  already  mentioned,  and 
the  contract  with  Baldwin's  Incorporated,  for  the  comroissaty. 
Both  of  these  contracts,  although  not  required  under  our  contract, 
they  were  continuing  ones  and  we  thought  it  prudent  to  submit  them 
to  the  Government,  and  they  were  approred  oy  the  Government. 

Mr.  Graham.  The  Baldwin  contract  only  has  reference  to  the 
commissary,  supplies,  and  that  sort  of  thing! 

Mr.  ToBET.  Absolutely  that  is  all. 

Mr.  Graham.  Have  you  covered  the  ground  as  far  as  you  want  to 
do  so! 

Mr.  ToBET.  There  are  one  or  two  things  I  would  like  to  mention: 
This  so-called  Maj.  Fo'iter  report  has  sponken  quite  specifically 
about  salaries.  I  appreciate  what  I  venture  to  be  your  courtesy  in 
not  going  too  far  in  that,  because,  perhaps,  I  am  interested,  but  you 
do  not  have  to  spare  my  feelings.  The  situation  as  to  salaries  was 
that  the  salary  of  Mr.  Russel.  as  general  manager,  and  m;^'  salary  as 
treasurer,  respectively,  $15,000  and  $12,000,  were  specuically  ap- 
proved in  writing  by  the  Ordnance  Department.  The  salaries  of 
the  other  officials  of  the  company  were  not  so  specifically  approved, 
but  a  list  was  submitted  and  payments  made  thereon,  which  in  itself 
was  an  approval. 

About  the  middle  of  August  Mr.  Suasel  resigned  and  I  took  his 

Elace.  My  election  as  his  successor  was  approved  by  the  Ordnance 
department  in  writing.  I  thereupon  took  up  with  the  disbursing 
officer  in  Wilmington  and  asked  his  advice  as  to  whether  the  salary 
of  $15,000  would  attach  to  the  change  in  the  office  or  whether  I 
should  obtain  the  consent  of  the  Ordnance  Department  to  the  change. 
He  ruled  and  advised  me  that  it  was  absolutely  unnecessary;  that 
the  approval  of  the  salary  of  $15,000  for  the  general  manager  auto- 
matically attached  to  the  incumbent;  in  other  words,  that  it  was  a 
f)ayment  for  the  office  and  not  the  man.  And  if  the  man's  selection 
laJl  been  approved  that  was  sufficient.  The  Philadelphia  Claims 
Boanl  has  also  ruled.  The  change  in  salaries  which  nag  been  so 
severely  censured  by  Maj,  Foster  resulted  in  a  saving  of  $9,500  a  year 
in  the  salary  list  to  the  Government. 
Mr.  Gbaham.  Tell  us  how  that  was. 

Mr,  ToBET.  Mr.  Allen,  the  present  trea.'^urer.  and  who  succeeded 
me  as  treasurer,  received  $4,800.  He  was  advanced  to  treasurer  and 
his  salary  made  $6,000.  Mr.  Russel  had  been  receiving  $15,000.  and  I 
took  his  place.  Thereafter  the  two  officers  received  $21,000  as 
against  $27,000.    Thereafter  I  made  a  very  substantial  reduction  in 
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the  salftrj  list ;  that  is,  I  condensed  the*  work  and  let  two  heads  of 
departments  bo — which  again  is  feferred  to  in  Maj.  Foster's  report — 
I  oondensed  the  work  and  saved  something  like  $10,000,  so  that  the 
readjustment  and  the  alleged  extravagance  is,  as  a  matter  of  fact, 
absolutely  untrue. 

Mr.  Gkahah.  Is  there  anything  further! 

Mr.  ToBET.  Well,  I  would  like  to  read  into  the  record,  because  it 
is  also  a  matter  of  comment,  the  report  on  the  approval  of  the  site. 
This  letter  is  dated  June  12  and  adcfressed  to  us. 

Mr.  Graham.  Who  is  it  fromt 

Mr.  ToBBT.  Gen-.McRoberts. 

Mr.  Gkahah.  Being  from  an  officer  of  the  Government,  you  may 
read  it  in. 

Mr.  ToBEr.  The  letter  is  as  follows: 

Wab  Depabtue:ct. 
Pbocubeuent  Division, 
Office  of  the  Chief  of  Obdnance, 

Wtuhiitoton,  June  12, 1918. 
HabuN'Rockwell  Loadimo  Ca, 

TPUmiitfftoti,  Del. 
GEnTLXUEN :  I  am  directed  b;  the  Acting  Chief  of  Ordoaiice  to  hereby  con- 
flrm.  as  of  March  1,  1918.  the  oral  approval  by  the  representative  of  the  pro- 
mreinent  dlvtston  of  the  site  selected  by  you  for  this  plant  nnder  war-Ord. 
P3Ma-12Sl  Tw. 

This  oral  approral,  after  due  consideration,  wns  given  to  your  ocmpany  In 
order  to  enable  you  to  exercise  the  options  which  you  had  for  the  purchase  of 
a  tract  of  taod  between  E>elan'are  City  end  Fort  Penn,  Del.,  upon  which  you  are 
to  bolld  a  plant  for  the  loading,  assembling,  and  packing  of  aerial  munitions 
niMkr  the  above  contract,   which   land  has  since  been   purchased  by   your 

Respectfully,  S&uuel  McRobebts, 

Colonel.  Ordnance  Department.  Kational  Armj/,  Contracting  Officer. 

Mr.  Graham.  Mr.  Jefferis,  any  questions? 

Mr.  JxTFERis.  This  report  of  Maj.  Foster  is  dated  October  23, 1918. 

Mr.  ToBET.  Ye^  sir. 

Mr.  Jefferis.  Now,  he  sneaks  in  this  report  of  the  first  manager 
of  the  loading  company.  Who  was  the  first  manager  of  the  loading 
oompanv? 

iii.  "toBXT.  A  man  by  the  name  of  P.  S.  Russel. 

Mr.  Jefferis.  Do  you  know  what  business  he  had  been  engaged 
in  before  he  became  general  manager? 

Mr.  ToBET.  Xot  in  detail,  Mr.  Congressman,  I  know  that  he  was 
an  engineer  by  profession,  and,  I  think,  had  been  engaged  in  con- 
struction work  and  mining  work,  but  specifically  I  coifld  not  answer 
that  question. 

Mr.  Jeffehis.  Maj.  Foster  spetiks  of  him  as  a  salesman. 

Mr.  ToBET.  Well,  he  applies  that  epithet  to  the  most  of  us.  He 
vas  the  head,  immediatelv  preceding  that  position,  as  Mr.  Gamble 
informs  roe.  of  the  bombing  division  of  the  Marlin-Rockwell  Cor- 
poration, which  had  been  engaged  in  the  production  of  these  Barlow 
Bombs. 

Mr.  Jefferis.  He  speaks  of  the  second  in  command  of  the  loading 
cwnriany  and  refers  to  him  as  the  general  manager  in  full  charge. 

Mr.  ToBEY.  I  am  he. 

Mr.  Jefferis.  That  would  be  you,  would  it? 

Mr.  ToBET.  Yes,  sir, 
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Mr.  Jefferis.  What  was  your  business  before  you  were  connected 
with  tlie  loading  company ! 

Mr.  ToBEY.  Investment  banking  for  15  years.  I  practiced  law 
5  yeai"s  prior  thereto,  that  is,  5  yeai-s  prior  to  that  period  of  15 
yeai"s.  I  might  say  that,  although  I  do  not  regard  it  as  a  cause  for 
any  criticism,  tliat  I  never  had  been  a  bond  salesman.  I  wish  I 
could  sell  bonds,  but  I  never  was  able  to  do  it. 

Mr.  Jefferis.  It  speaks  of  this  one  second  in  command  as  having 
been  in  the  employ  of  the  J.  G.  White  Engineering  Co.  for  a  time. 

Mr.  ToBEY.  That  is  an  absolute  niise^tatement  of  fact.    I  never  was. 

Mr.  Jeffebis.  You  had  been  in  the  business  you  have  mentioned 
prioi'  to  that  time  ? 

Mr.  Tobey.  Yes,  sir. 

Mr.  Jefferis.  Then  he  speaks  of  the  man  who  is  now  treasurer 
and  in  command  in  the  absence  of  the  general  manager — that  would 
be  in  your  absence? 

Mr.  Tobey.  Yes,  sir.    Thfit  is  the  gentleman  sitting  over  tl:ere. 

Mr.  Jefferis.  What  is  his  namei 

Mr.  Tobey.  Mr.  Allen. 

Mr.  Jefferis.  What  business  had  Mr.  Allen  been  in  before  he  was 
connected  with  the  loading  company? 

Mr.  Tobey.  Well,  if  I  may  speak  for  him  in  his  presence,  ho  had 
been  in  the  construction  business  in  Mexico  and  had  been  employed 
in  a  number  of  commercial  enterprises. 

Mr.  Jefferis.  Mr.  Tobey,  how  did  you  happen  to  get  connected 
with  the  Marlin-Eockwell  Loading  Co.  i 

Mr.  Tobey.  Well,  the  business  of  which  I  had  been  at  the  head 
for  five  years,  I  had  sold  out,  1  had  known  Mr.  Park,  one  of  the 
vice  presidents  of  the  Marlin-Rockwell  Corporation,  though  only  in 
a  social  way,  and  he  came  to  me  about  the  1st  of  March,  1918,  and 
wanted  to  know  if  I  wanted  to  do  some  war  work — I  having  been 
turned  down  by  the  Government  as  far  as  enlistment  was  con- 
cerned— and  I  did  want  to  do  some  war  work.  He  said  that  tliey 
had  been  asiced  by  the  Government  to  take  up  an  operation  in  Wil- 
mington, but  that  he  did  not  know  whether  it  would  eventualize  or 
not,  out  said  if  so  he  wanted  me  to  go  down  there  and  take  care  of 
the  financial  end  of  it,  which  my  training  for  15  years  he  thought 
justified,  as  I  had  been  along  that  line. 

Mr.  Jefferis.  You  were  then  living  in  New  York? 

Mr.  ToBET.  Yes,  sir, 

Mr.  Jefferis,  Did  Mr.  Park  live  there? 

Mr.  Tobey.  That  is,  he  was  in  business  there,  but  lived  in  the 
suburbs, 

Mr.  Jefferis,  Do  you  know  how  Mr.  AHen  came  to  be  connected 
with  the  company? 

Mr,  Tobey.  At  my  request,  because  Mr,  Allen  had  been  connected 
with  various  enterprises  that  I  had  been  connected  with,  and  I 
wanted  some  man  there  as  assistant  that  I  could  rely  on,  and  I  knew 
him,  and  knew  his  ability,  and  solicited  bis  coming  on  from  Minne- 
apolis, which  he  did. 

Mr,  Jefferis,  I  take  it  that  neither  you  nor  Mr.  Allen  had  any- 
thing to  do  with  the  organization  of  the  Marlin-Rockwell  Ix>aa- 
ing  Co.? 
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Mr,  ToBEY.  No.  The  company  was  incorporated,  as  I  stated,  about 
the  1st  of  April,  at  which  time  I  was  not  connected  with  the  business. 
I  was  elected  at  one  of  the  early  organization  meeting:s  of  the  corpo- 
ration. 

Mr.  Jeffebis.  Do  you  know  who  actually  did  incorporate  this 
Marlin-Bockwcll  Loading  Co.  ? 

Mr.  ToBEV.  Well,  I  do  not  know  precisely.  It  was  in;orporat<?d 
at  the  irLs^aEce  of  the  Marlin-Rockwell  Corporation,  purely  with 
the  idea  of  having  an  npency  contract  not  confn,sed  with  the  other 
business  tJiat  they  were  doing  with  the  Government  on  a  fixed  price. 
They  did  not  want  to  get  their  books  mixed  up  or  the  two  corpo- 
rations confused,  they  were  so  essentially  different. 

Mr.  Jeffehis.  Did  you  or  Mr.  Allen  or  Mr.  Russel  have  any  stock 
in  the  Marlin-Eockwell  Loading  Co.? 

Mr.  ToBFxT,  Absolutely  not  a  share;  with  the  e."treption  of  direc- 
tors' shares,  every  share  of  the  Marlin-Rockwell  Loading  Co,  was 
owned  by  the  Mariin-Kockwell  Corporation, 

Mr.  Jefferis.  I  suppose  the  company  was  incorporated  under  the 
laws  of  the  State  of  Delaware — that  is,  the  Marlin-Rockwell  Load- 
ing Co,  ? 

Mr,  ToBEr,  Yes,  sir;  it  was. 

Mr.  Jefferis.  You  have  mentioned  it,  I  know,  but  the  Marlin- 
Rockwell  Loading  Co.  and  the  Marlin-Rockwell  Corporation,  I  sup- 
pose, had  the  same  president,  the  same  vice  presidents,  and  general 
officers,  did  thev? 

Mr.  ToBEY.  The  officers  of  the  two  corporation.s  were  the  same 
with  the  exception  of  Mr,  Russel  and  myself,  and  after  Mr.  Russcl's 
resignation  Mr,  Allen  and  myself  were  officers  of  the  loading  com- 

fany,  but  in  no  wise  connected  as  officers  of  the  parent  company, 
tr.  Rockwell,  Mr.  Stoddard,  and  Mr.  Park  were  officers  of  both 
companies. 

Mr.  Jefferis.  Did  they  draw  any  salaries  from  the  Marlin-Rock- 
well Loading  Co.  ? 

Mr.  ToBEY.  I  do  not  think  they  did.  They  drew  nothing  from 
the  Government. 

Mr.  Jefferis.  Did  vour  salary,  and  Mr.  Alien's  salary,  and  Mr. 
RussePs  salary  go  to  Che  Government  for  payment? 

Ag  I  understand  it  they  were  paid  by  the  Government. 

Mr.  Tobet,  Yes;  paid  by  the  Government.  We  were  made  offi- 
cers purely  because  from  time  to  time  contracts  would  have  to  be 
executed  and  they  might  be  a  matter  of  haste,  and  unless  we  were 
duly  qualified  executive  officers,  all  those  contracts  would  have  to 
come  to  Wilmin0on  to  be  passed  upon,  to  see  whether  they  were 
all  right  »s  a  practical  proposition,  and  then  be  sent  up  to  New  York 
for  execution.  And  it  was  thought  better  to  have  officers  at  Wil- 
mington who  could  come  to  Washington  if  necessary,  or  execute 
contracts  at  Wilmington,  as  a  matter  of  promptness.  That  was  the 
?»lc  reason  that  we  had  anything  to  do  with  what  you  might  say 
general  direction  of  tlie  policy.  We  were  simply  employees,  given 
those  titles  for  convenience. 

Mr.  Jefferis.  Did  Mr.  Rockwell  himself  spend  any  time  at  the 
Marlin-Rockwcll  Loading  Co.'s  plant? 

Mr,  ToBET.  Yes;  he  was  there,  and  devoted  considerable  time 
in  an  endeavor  to  assemple  matters.     In  fact,  they  were  intrusted 
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to  him,  as  a  practical  manager,  to  assemble  the  practical  manufac- 
turing operations.  But  the  plant  never  came  into  actual  opera- 
tion, oecause  we  were  so  delayed  in  construction  it  was  impossible 
to  assemble  operations  as  they  could  not  be  done  long  in  advance. 
But  he  WHS  looking  around  and  getting  options  on  men's  services. 

Mr.  Jeffebik.  Was  Mr.  Park  giving  any  of  his  time  down  there 
at  that  loading  plant? 

Mr.  ToBBT.  Well,  practically  the  same  as  with  Mr.  BocfcwelL 
They  were  the  two  chief  operating  heads,  and  had  charge  of  the 
administrative  policy  of  the  Marlin-Sockwell  Loading  Co.  and  the 
Marl  in- Rockwell  Corporation,  respectively,  and  were  president  and 
6rst  vice  president, 

Mr.  Jefferis.  How  about  Mr,  Stoddard  ? 

Mr.  ToBEY.  As  to  Mr.  Stoddard,  I  do  not  think  he  did,  though 
he  may  have  somewhat.  But  the  two  active  heads  of  the  corpora- 
tion and  company  were  Mr.  Park  and  Mr.  Rockwell. 

Mr.  Jeffebis.  Xow,  I  take  it  tliat  the  real  inspiration  of  this 
Marl  in- Rockwell  loading  plant  was  the  fact  that  the  Marlin-Rock- 
well  Corporation  had  piitent  rights  on  the  Barlow  bomb,  didn't 
they? 

Mr.  ToBET.  They  did ;  yes,  sir. 

Mr.  Jefferis.  Had  patent  rights  on  this  Barlow  IxMnb? 

Mr.  ToBET.  They  have;  yes,  sir. 

Mr.  Jefferis.  Do  yo\i  know  where  they  had  that  bomb  tested? 

Mr.  ToBET.  It  was  tested  by  Army  men,  and  the  tests  were  made 
right  outside  of  Washington  here,  somewhere. 

Mr.  Jefferis.  ^Vlien  was  that  done? 

Mr.  ToBET.  Along  in  the  winter  and  early  spring  of  1918. 

Mr,  Jepfesiis.  That,  I  suppose,  you  know  from  hearsay? 

Mr,  ToBET.  Heareay.  I  do  not  state  that  as  a  fact  They  were 
tested  there,  so  I  am  told. 

Mr.  Jefferis,  Who  tested  them  over  there? 

Mr.  ToBBT,  I  do  not  know,  but  they  were  tested  by  Army  officers. 

Mr,  Jefferis.  Who  is  Mr,  Barlow,  do  you  know? 

Mr.  ToBET.  He  is  an  inventor. 

Mr,  Jefferis.  Wliere  does  he  come  from,  or  spring  from! 

Mr.  ToBET.  I  think  he  was  bom  in  Iowa,  sir.  He  had  quite  an  in- 
ventive genius,  I  do  not  know  what  he  has  invented  from  my  own 
knowledge. 

Mr,  Jefferis.  Do  you  know  where  he  lives  now? 

Mr,  ToBET,  I  think  in  New  York,  doesn't  he,  Allen? 

Mr,  Allen,  In  New  Haven. 

Mr,  ToBET.  He  lives  in  New  Haven. 

Mr.  Jefferis.  Tlie  Marlin-Rockwell  Corporation's  main  office  is 
nt.  New  Haven,  is  it  not? 

Mr.  ToBET,  Tlieir  executive  offices  are  in  New  York.  Their  prin- 
cipal operations  during  the  war,  principal  operation  on  Govern- 
ment contracts,  were  conducted  at  Norwich,  Conn.,  and  New  Haven, 
Conn,  They  had  contracts  aggregating  something  over  100,000 
machine  guns  for  the  Government. 

Mr,  Jefferis.  What  is  the  fact,  if  you  know,  Mr.  Tobey,  a.*?  to 
whether  the  Marlin-Rockwell  Corporation  actually  owned  the  patents 
on  this  Barlow  bomb  or  not? 
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Mr,  ToBEY.  This  is  from  hearsay,  but  I  understand  that  they  have 
a  contract  whereby  they  paid  something  like  $50,000  to  Barlow  and 
entered  into  an  agreement  on  a  royalty  basis,  and  I  think  also  en- 
listed his  services  at  an  annual  retainer  of  perhaps  something  like 
$10,000.  That  is  my  general  recollection  from  hearsay.  He  had  a 
ntyalty  agreement  of  some  kind.  I  never  saw  it  and  am  not  familiar 
with  it. 

Mr.  Jetferis.  Do  you  know  when  the  Marlin-Rockwell  Corpora- 
tion made  this  arrangement  with  Barlow  for  the  manufacture  of  his 
bombs  t 

ilr.  ToBEY,  Mr.  Jefferis,  they  made  that  long  before  our  entrj' 
into  the  war.  The  contract  between  the  Marlin-Kockwell  Corpora- 
tion and  Barlow  was  made  with  an  idea  of  selling  them  to  foreign 
governments.  It  was  not  made  as  a  consideration  for  obtaining  any 
business  or  getting  'any  contracts  from  the  United  States,  because 
the  royalty  agreement  nad  been  in  existence  some  time  prior  to  our 
entry  into  the  war. 

Mr.  Jeffebis.  Then,  as  you  understand  from  hearsaj",  this  Barlow 
bomb  was  tested  out  somewhat  abroad  and  also  in  the  United  States? 

Mr.  ToBEY.  Yes;  I  understand  right  here  near  Washington.  I 
have  seen  pictures  somewhere  of  the  results  of  the  explosions.  They 
were  taken  near  Washington. 

Mr,  Jefferis.  Do  you  know  what  men  of  the  Ordnance  Department 
claimed  to  have  tested  it! 

Mr,  ToBEY.  I  can  not  say  as  to  that.  I  should  imagine  that  it 
was  provided  for  under  Col.  Ragsdale's  department.  He  had  a 
great  deal  to  do  with  trench  warfare,  under  which  jurisdiction  this 
would  have  been. 

Mr.  Jefferis.  Do  you  know  what  member  of  the  Ordnance  De- 
partment or  what  men  of  the  Ordnance  Department  got  after  the 
Marjin-Rockwell  Corporation  to  get  them  to  go  into  the  loading 
proposition! 

Mr.  ToBBY.  Not  specifically ;  not  of  my  own  knowledge.  The  de- 
tails of  the  contract  were  largely  intrusted  to  then  Capt.  Saulsbury ; 
Capt,  Hunting,  over  in  the  contract  section  of  the  Procurement  Divi- 
sion: Col,  Balph  Cruz,  who  was  head  of  the  legal  section  of  the 
Contract  Division;  Col.  R.  P.  Lainont;  Gen.  McRoberts;  Col.  Black. 
I  think  Col.  Black  come  in  considerably  after  the  contract  was  signed, 

Mr.  Jbtfehis.  I  mean  way  back  there  early  in  January  of  1918. 
You  spoke  in  your  testimony  in  response  to  a  question  by  Mr. 
Graham,  as  I  understood  you,  that  the  Government  first  took  up 
with  the  Mariin-Bockwell  in  this  proposition  and  were  very  anxious 
for  them  to  take  it. 

Mr.  ToBEY.  Just  who  the  officer  or  officers  were,  I  do  not  know. 

Mr,  Jefferis.  Do  you  know  who  was  Chief  of  Ordnance  then? 

Mr.  ToBEY.  I  think  Gen.  Crozier  was  chief  then.  You  see.  the 
Marlin-Rockwell  Corporation  had  secured  and  performed  and  de- 
livered on  contracts  for  a  large  number  of  guns  for  the  Russian 
Govermnent.  The  contract  was  negotiated  with  Great  Britain  be- 
fore our  entrance  into  the  war,  and  we  had  all  the  necessary  tools 
and  equipment  for  making  guns  and  were  therefore  in  a  position 
to  start  right  off  with  tlie  Government  when  we  entered  the  war. 
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Mr,  JEFncBis,  What  I  was  trying  to  find  out  was  what  Army  officer 
approached  the  Marlin-Rockwell  Corporation  and  induced  them  Ut 
go  into  tliis  loading  proposition? 

Mr.  ToBET.  I  could  not  .-^ay  who  they  were. 

Mr.  .Iefferis.  Did  you  ever  hear  who  they  were  ? 

Mr.  ToBEy.  No.  I  did  not.  I  simply  more  or  les.s  m^sumed  it  on  my 
part,  that  Col.  Cruz  and  tliowe  people,  because  from  my  connection 
with  the  company  after  April  1  up  to  the  date  of  the  contract  they 
were  the  people  with  whom  I  came  in  contact  mostly.  Thev  seemed 
to  know  all  about  it,  and  I  assumed  they  were  in  it  from  the 
bejrinning. 

Sir.  Jekf-eris.  Just  what  did  you  hear  about  the  Ordnance  Depart- 
ment approaching  the  Marlin- Rock  well  Loading  Co.  and  inducing 
them  to  take  up  this  mattert 

Mr.  ToBiir.  No  more  than  I  have  said.  That  is  just  from  hearsay 
and  office  gos.sip  that  the  Marlin-Eockwell  Corporation  felt  that  they 
had  ahont  the  business  they  could  swing.  They  had  a  staff  of 
operatives,  something  like  1C,000  men,  and  were  turning  out  machine 
guns  in  vast  quantities.  They  were  all  on  a  fixed-price  basis,  and 
this  was  a  lif  tie  bit  outside  of  their  sphere  of  action  and  line  of  work, 
but  as  I  undei-stood,  the  Government  seemed  to  think  that  they  had 
the  ability  to  deliver  the  ^oods  on  their  machine  gun  contracts;  they 
were  always  ahead  of  their  delivery  dates,  with  very  few  rejections, 
and  they  seemed  to  want  us  to  take  it  on. 

Mr.  Jefkeris.  That  is  just  what  you  heard? 

Mr.  ToBEv.  That  is  liearsay. 

Sfi".  Jefferis.  Apparently  there  were  negotiations  going  ou  from 
Januai-y  1,  1918,  up  until  May  22,  before  they  got  a  contract  in 
writing. 

Mr.  ToBEY.  That  is  true,    A  contract  in  substantially  that  form 

wa.s  submitted  to  a  meeting  very  early  in  April  at  which  I  attended 

here  in  Washington.     I  do  not  think  there  were  any  changes  made 

,  on  that  contract.     If  so,  it  was  in  form  only,  between  that  date  and 

May  ■>2. 

Mr.  Jefferis.  By  May  22  it  seemed  to  have  reached  a  point  of  the 
negotiations,  or  whatever  they  were,  importunities  or  solicitations  to 
enter  into  this  contract  though  this  l«)ading  plant  could  be  built 
as  I  get  it  for  al>out — what  was  it,  a  million? 

Mr,  ToBET.  Not  to  exceed  one  and  one-half— lietween  a  million  and 
a  quarter  and  a  million  and  a  half. 

ilr.  Jefferis.  Had  not  the  Marlin-Rockwell  Corporation  during 
that  time  been  investigating  this  matter? 

Mr.  ToDEY.  That  was,  but  as  a  matter  of  fact  that  clause  was  intro- 
duced by  the  Ordnance  Department  itself.  The  contract  was  exe- 
cuted so  far  as  wo  were  concerned,  so  far  as  the  loading  company 
was  concerned,  by  sanction  of  its  board  of  directors  at  a  meeting  held 
in  Washington  early  in  April.  I  think  the  contract  was  executed 
and  left  with  the  Marlin-Eockwell  office  here  in  Washington. 

Mr,  Jefferis.  They  executed  the  contract  May  22  on  the  part  of  the 
Govcmiuent? 

Mr,  ToBET.  Col.  Lamont,  acting  for  Gen.  McRoberts.  I  think  the 
price  had  been  put  in  under  the  statute :  I  think  there  must  be  some 
estimate  made,      I  am  not  absolutclv  sure  about  that. 
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Sir,  Jeffebis.  What  I  am  tiying  to  get  at  is,  with  this  niattei-  under 
nnsiderat ion  for  several  months,  from  January  1  up  to  May  2-2, 
rhy  it  turns  out  thnt  the  Goveinment  sipiis  a  contract  by  Lamoiit 
mi  your  company  signs  it.  limiting  the  cost  at  a  million  anfl  a.  qunr- 
er — why  it  shouhl  not  get  a  little  nearer  to  the  price  after  thnt  many 
iiiinths  of  negotiation. 

Mr.  ToBET.  I  think  that  is  quite  a  pertinent  question  and  1  think 
iroUibly  it  could  have  been  done.  I  think,  generally  speaking,  that 
icai  regarded  as  just  a  recital.  I  do  not  think  it  was  intended  as  a 
binding  slateRieiit  on  the  part  of  either  the  Government  or  the  com- 
[laiiy.  The  Government  was  constantly  changing  plan?  after  the 
(jtiniate  was  put  in  all  of  which  means  increased  costs.  It  was  more 
ur  less  a  pro  forma  i-ecital. 

>lr.  Jefferis.  I  know,  but  most  of  those  changes  had  already 
iflken  place  before  ilay  22,  1918, 

>Ir.  ToBEV.  Xo;  pardon  me;  we  did  not  get  out  final  plans,  ac- 
cTiling  to  this  chronological  i-eeord  until  but  three  days  before  the 
irniistice. 
Mr.  .Iefi-eris.  That  was  for  what  yon  would  fill  theiu  with? 
.Mr,  ToBET.  Centainly:  but  every  time  you  change  what  you  filled 
\\\?m  with  you  changed  your  plans  of  designs, 
Mr.  Jefftris.  As  to  size  of  buildings  and  things  of  that  sort? 
Mr.  ToBET.   Size  of  building,  chnracter  of  construction,  whether 
vdii  have  to  have  them  separated  with  so  much  space,  whether  vou 
]a(!  to  have  sand  barricades,  whether  you  would  have  a  tile  roof  or 
•leel  roof.  6re  hazzard,  explosive  hazzai-d;  all  very  dependent  upon 
-ppcifications. 
Mr.  Jefferis.  How  did  you  figure  it  out? 
Mr.  ToBET,  How  did  we  figiu-e  it  out  ? 
Mr.  Jefffjus.  How  did  you  come  to  your  conclusions? 
Mr.  ToBET.  From  the  reports  of  our  own  engineering  experts  and 
experk  of  the  Ordnance  Department. 

Mr.  Jefferis.  Did  the  Ordnance  Department  change  the  specifica- 
tions as  to  buildings  themselves,  or  your  company  do  that  them- 
«hes! 

Mr.  ToBEY.  Under  our  contract  we  were  reqiiired  to  prepare  and 
-.iibmit  to  the  Ordnance  Department  n  set  of  plans  calling  for  build- 
ings, which,  in  our  judgment  would  be  necessary  to  carry  out  the 
operation  based  on  the  specifications  which  they  furnished  us.  The 
plans  had  to  originate  and  bo  initiated  by  us,  but  they  could  not  be 
acted  upon  until  approved  by  the  Government. 

Mr,  Jefferis,  In  other  words,  as  I  understand  you,  the  Govern- 
ment did  not  know  what  it  wanted  and  you  did  not  know  what  it 
wanted  either,  is  that  it? 
Mr,ToBET.  That  is  pretty  nearly  the  case;  yes,  sir, 
Mr.  Jefferis.  So  both  of  you  were  groping  in  the  dark,  trying  to 
jimve  at  something  on  which  you  could  go  ahead, 

Mr.  ToBXT.  The  first  step  taken  was :  "  What  do  you  want  to  have 
lis  do  and  we  will  make  a  recommendation."  Tfie  Ordnance  De- 
partmeot  made  tentative  statements  of  what  would  he  required, 
whereupon  we  promptly  drew  up  a  set  of  plans  which  bore  our  rec- 
omnwDaition,  just  precisely  as  an  architect  will  submit  a  plan  to  the 
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owner  to  build  a  house,  but  he  can  not  build  that  house  until  the 
owner  passes  on  the  plans. 

Mr.  JsFFEBis.  Who  got  up  your  plans? 

Mr.  ToBEr.  Both  our  engineering  staff  and  the  staff  of  Fred  T. 
Ley  Co.  as  subcontractors. 

Mr.  Jeffehis,  How  many  plans  did  you  get  up? 

Mr.  ToBET.  I  could  not  answer  that,  sir,  very  accurately,  except 
to  say  that  there  were  five  principal  changes  and  specifications,  everj 
one  of  which  resulted  in  mfferent  plans — a  different  layout.  Wlien 
I  say  different  plans  layout  I  do  not  mean  that  every  single  building 
was  substantially  changed,  but  the  whole  plan  was  changed. 

Mr.  Jefferis,  Had  you  not  been  working  on  them  for  three  months 
at  the  time  of  the  armistice? 

Mr.  ToBEY.  As  I  read  you  that  chronological  record  shows  that  on 
November  5  we  got  our  final  definitive  plans,  which  required  that 
we  should  be  in  operation  within  six  months — was  it  not,  Mr. 
Kinnear  ? 

Mr.  KiNKEAB.  Partial  operation  by  three  months  and  in  com- 
plete operation  six  months  after  decision  as  to  what  mixture  was 
to  be  used. 

Mr.  ToBEr.  I  make  this  unqualified  statement  as  nearly  as  I  can, 
that  we  would  have  complied  with  the  requirements,  having  received 
them  on  November  5.  We  have  not  been  in  default.  We  challenged 
the  War  Department  at  a  meeting  of  one  of  its  committees  to  state 
wherein  we  have  been  in  default,  and  we  have  never  had  that  chal- 
lenge answered. 

Mr.  Jefferis,  Going  back  to  January  1,  of  course,  I  assume  it  was 
the  Marlin-Eockwell  Corporation  that  was  doing  this  business  en- 
tirely, was  it  not! 

Mr.  ToBBY,  Yes;  everything  was  invoiced  leading  to  a  possible 
contract;  yes. 

Mr.  Jefferis.  It  was  really  that  company,  then,  that  made  the 
options  for  the  real  estate? 

Mr,  ToBEY.  They  were  taken  in  tlie  name  of  P.  S.  Russel  indi- 
vidually, but  acting  either  for  the  Marlin-Bockwell  Corporation  or 
its  nominee,  the  loading  company. 

Mr.  Jefferis.  Were  mere  some  plans  gotten  up  before  April  1  ? 

Mr.  ToBET.  Because  I  made — yes,  sir — a  trip  to  Wilmington  about 
the  middle  of  March,  at  which  time  I  went  down  to  see  vmat  would 
be  required  and,  as  near  as  I  could,  make  estimates.  We  had  plans 
then  in  our  office,  but  I  did  not  go  over  them  in  detail.  However,  I 
knew  they  were  there.  Considerable  work  was  being  done.  We  had 
a  staff  of  draftsmen  there. 

Mr.  Jefferis.  About  the  1st  of  April  would  be  about  when  the 
Marl  in -Rockwell  Loading  Co.  came  into  existence  or  was  bom  as  a 
corporation ! 

Mr.  ToBEr.  About  the  1st  of  April. 

Mr.  Jefferis.  And  then  its  corps  of  managers  took  charge? 

Mr.  ToBBT.  Yes,  sir. 

Mr.  Jefferis.  When  did  you  start  to  build  this  8J  miles  of  rail- 
road? 

Mr.  Tobet.  About  the  middle  of  July,  was  it  not,  Mr.  Allen? 

Mr.  Allen.  I  think  it  was  later  than  that,  if  I  remember  it  right. 

Mr.  ToBEY.  It  was  right  along  there  somewhere. 


ORDNANCE.  1533 

Mr.  Allen.  Between  the  15th  of  July  and  the  1st  of  August. 

Mr.  Jefteris.  How  long  did  it  take  you  to  build  that? 

Mr.  ToBEY.  Five  or  six  weeks. 

Mr.  Jeffebis.  Had  you  completed  it  at  the  time  of  the  armistice! 

Mr.  TobKY.  It  .was  completed  all  except  some  ballasting,  which 
would  have  been  necessary  if  you  were  going  through  a  very  severe 
winter.  We  were  running  equipment  over  it,  but  it  probably  would 
not  have  stood  the  burden  of  a  heavy  winter  if  you  had  much  frost 
without  it  being  properly  ballasted. 

Mr.  Jefpekis.  Do  you  know  what  it  cost  to  build  that  8^  miles  of 
road! 

Mr.  ToBET.  I  can  not  tell  specifically.  It  is  in  our  record.  Do 
you  remember,  Mr.  Kinnear) 

Mr.  KiNNEAR.  I  do  not 

Mr.  ToBET.  I  did  not  carry  various  items  in  my  mind,  but  just 
totals. 

Mr.  Jefferis.  Did  your  company  purchase  the  materials,  or  did 
the  Government  furnish  them? 

Mr.  ToBET.  Some  of  it  we  furnished,  some  of  it  the  Government 
furnished.  Tlie  rail  was  the  so-called  Russian  rail,  rail  which  was 
manufactured  by  the  Bethlehem  Steel  Corporation  for  the  Rus^n 
Government,  but  when  difficulties  arose  in  Russia,  internal  condi- 
tions, it  was  not  sent  over,  but  was  bought  by  the  United  States 
Government.    Some  of  it  was  furnished  to  us  and  we  used  it. 

Mr.  Jefperis.  It  was  a  single-track  road,  was  it  not? 

&lr.  ToBET.  Single-track  railroad.     That  rail  was  63-pound  rail. 

Mr.  Jeffebis.  Where  does  that  connect  with  the  Pennsylvania 
Road? 

Mr.  ToBET.  Point  Pleasant,  Delaware  division  of  the  Pennsylvania. 

Mr.  Jefferis.  How  far  is  that  from  Wilmington ! 

Mr.  ToBET.  Our  plant  was  20  miles  and  the  spur  about  S)  miles, 
281  miles. 

Mr.  Jefferis.  2&i  miles? 

Mr.  ToBET.  It  would  be  from  Wilmington,  yes;  8i  miles  from  our 
works.     It  runs  in  the  other  direction. 

Mr.  Jefferis.  It  does  not  start  out  toward  Wilmington  and  run  to 
your  plants  but  starts  on  down  somewhere? 

Mr.  Tobey.  Around  Point  Pleasant.  It  is  on  the  other  side  of 
our  plant  from  Wilmington. 

Mr.  Jefferis.  About  SJ  miles  south,  or  where? 

Mr.  ToBET.  Well,  generally  speaking,  yes. 

Mr.  Jeffebis.  Is  it  Si  miles  from  where  this  plant  was  located 
directly  across  to  the  Pennsylvania  Railroad — or  is  it  a  shorter 
di.itance  ? 

Mr.  ToBBT.  That  was  the  shortest  distance  I  think  we  could  have 
used  to  make  that  connection.  That  was  all  passed  on — well,  our 
own  enj^neers  made  a  survey  and  it  was  submitted  to  the  Railroad 
Administration,  Transportation  Division.  There  were  two  or  three 
different  routes  that  could  be  made,  but  this  was  the  one  that  was 
decided  upon, 

Mr.  Jefferis.  So  that  the  first  work  you  really  did  was  the  build- 
ing of  this  railroad,  was  it! 

Mr.  ToBEY.  Our  first  work,  of  course,  was  to  get  up  our  temporary 
bunk  houses. 
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■  Mr.  Jefferis.  Did  you  have  to  haul  your  material  down  there  20 
miles  ? 

Mr.  ToBEV.  Hauled  it  in  from  this  point  of  juncture  with  the  Dela- 
ware bv  motor  truck  until  the  railroad  was  completed. 

Mr.  Jefferls.  At  what  point — Point  Pleasant? 

Mr.  ToBET.  Hauled  it  in  from  this  point  of  juncture  with  the  Dela- 
ware Division.  We  took  some  down  on  the  Chesapeake  Canal. 
Some  stuff  from  Philadelphia  came  down  by  boat  end  we  took  that 
a  mutter  of  ij  or  5  miles. 

Mr.  Jepfekis.  When  did  you  start  to  build  the  Administration 
Building  down  there? 

Mr.  ToBET,  I  should  say  about  the  15th  of  July. 

Mr.  Jefferis.  What  did  that  cost? 

Mr.  ToBET.  Again  I  can  not  tell  you  what  the  specific  unit  cost. 
I  can  not  answer  that. 

Mr.  Jefferis.  How  many  units  did  vou  have  in  the  Administra- 
tion Building? 

Mr,  Tobet.  Only  one  Administration  Building.  When  I  say  units, 
I  mean  commissary,  power  house,  the  different  bunk  houses,  as  we 
built  them. 

Mr.  Jefferis,  I  was  just  trying  to  find  out  what  it  cost  to  build 
what  you  did  build. 

Mr.  Tobet.  The  total  cost  of  the  operation  is  right  here. 

Mr,  Jefferis.  That  is  three  and  one-half  million  dollars,  is  it  not? 

Mr.  Tobet.  Yes.  sir, 

Mr.  Jefferis.  What  I  was  trj'ine  to  get  at  was  the  cost  of  the  rail- 
road, the  separate  cost  of  the  Administration  Building,  and  such 
things. 

Mr,  Tobet,  I  would  be  guessing  on  that,  because  I  did  not  charge 
my  mind  with  the  various  items.  I  have  carried  it  as  a  whole.  Of 
course,  as  a  matter  of  fact,  I  have  had  no  connection  with  it  since  the 
middle  of  February. 

Mr.  Jefferis,  How  large  an  Administration  Building  was  buiitt 

Mr.  Tobet.  I  should  say  the  Administration  Building  was  about 
200  feet  by  40  feet — two  stories  high. 

Mr.  Jefferis.  Was  that  in  course  of  construction  before  you  be- 
came general  manager? 

Mr.  Tobet.  It  was  started ;  yes.  I  became  general  manager  about 
the  middle  of  August — August  20, 1  think. 

Mr.  Jefferis.  Thev  had  started  that  building  then,  had  they? 

Mr.  Tobet.  Yes;  that  building  had  been  started. 

Mr.  Jefferis.  What  kind  of  a  foundation  did  you  have  under  it? 

Mr.  Tobet.  Nothing  but  just  a  pile  foundation. 

Mr.  Jefferis.  Was  it  a  frame  building? 

Mr.  Tobet.  Clapboard,  novelty  clapooarding  with  a  tar-paper 
roof. 

Mr.  Jefferis.  How  was  it  equipped  with  plumbing,  etc.  ? 

Mr.  Tobet.  There  were  toilets  in  it  and  running  water,  and  steam 
heat. 

Mr,  JF.FFERia.  Did  vou  get  it  furnished  with  office  furniture? 

Mr.  Tohet.  Yes;  simple  oak  desks. 

Mr,  Jefferis.  About  when  did  you  get  that  completed? 

Mr.  Tobet.  I  should  say  about  August  15. 

Mr.  Jefferis.  Put  it  up  in  a  month,  did  you  ? 
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Mr.  ToBRT.  Ves.  I  du  not  know  but  what  in  less  time  than  that, 
Mr.  Jefferis. 

Mr.  .lEFFERia.  When  did  you  start  to  build  the  commissary? 

Mr.  ToBET,  We  started  building  the  permanent  commissary  about 
the  1st  of  September.  We  had  an  old  farmhouse  on  the  property  and 
that  was  used  by  the  Baldwins  as  a  commissary,  although  it  wag  not 
adequately  equipped  at  that  time,  but  tliey  used  it  as  a  makeshift — 
that  is  we  had  plans  for  the  permanent  commissary  which  were  more 
or  less  altered. 

Mr.  Jeffebis,  ^Vhat  did  the  commissary  cost? 

Mr.  ToBET.  A^ain  I  can  not  answer  that  (Question. 

Mr.  .Ieefebis.  How  large  a  commissary  building  did  you  have? 

Mr.  ToBET.  I  think  it  would  accommodate  2,100  people,  I  think. 

Mr.  Jeffebis.  About  what  was  the  size  of  it? 

Mr.  ToBET.  It  is  a  regular  building — Mr.  Allen,  what  is  your  judg- 
ment about  thatt 

Mr.  AixEN.  It  is  a  large  building,  rery  large. 

Mr.  ToBET.  It  is  the  largest  one  that  had  been  constructed,  I  think. 

Mr.  .Tefferis.  How  is  that? 

Mr.  ToEET.  It  has  a  seating  capacity  of  2,100  people. 

Mr.  Jeffebis.  At  one  time? 

Mr,  Tobet.  Mr.  Kinnear  here  has  had  more  experience  along  such 
lines  than  I  have.    Do  you  know ! 

Mr.  Kinnear.  I  never  attempted  to  carry  the  dimensions  of  the 
commissary  in  my  mind.  I  do  not  know  that  I  ever  looked  it  over 
enough  to  hx  it  in  my  mind.  It  was  called  upon  to  seat  2,100  people 
«t  one  sitting. 

Mr.  Jeffebis.  What  kind  of  a  building  was  it? 

Mr.  ToBET,  Novelty  clapboarding  with  a  tar-paper  roof. 

Mr.  Jeffebis.  One  story. 

Mr.  Tobet.  One  story  most  of  the  space.  Some  of  the  refrigerator 
space  and  so  on  was  double- 
Mr.  Jeffebis.  How  did  you  have  it  equipped  with  cooking  facili- 
ties? 

Mr.  Tobet.  Generally  speaking  you  might  say  that  the  Baldwin 
people  would  use  just  about  the  same  equipment  that  Childs  or  any 
of  those  restaurants  would  use,  with  the  ranges,  warming  ovens,  and 
so  forth. 

Mr.  Jeffebis,  Did  they  put  them  in  at  their  own  expense,  or  did 
the  Government  furnish  them? 

Mr.  Tobet,  The  Baldwin  contract  with  the  Government  provided 
that  the  initial  installation  was  a  part  of  the  construction  enterprise. 
All  replacements,  or  breakage.s,  or  loss  by  theft  had  to  be  taken  care 
of  by  Baldwin. 

Mr.  Jeffebis,  But  the  original  installation  and  everything  was  to 
be  borne  by  the  Government? 

Mr,  Tobet.  Yes,  sir.  Apparently  that  contract  was  precisely  the 
same  contract  they  had  with  the  Government  at  other  places. 

Mr.  Jeffebis,  What  else  did  you  build  besides  the  railroad  and  the 
adniiniatrntion  building  and  commissary? 

Mr.  Tobet.  We  put  considerable  work  on  the  dock.  We  did  repair 
work  on  the  dike, 

Mr.  Jeffebis.  What  did  you  spend  on  the  docks? 
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Mr.  ToBET.  Again,  sir,  I  can  nat  answer  those  questions  as  regards 
the  various  items  on  whidi  money  was  spent. 

Mr.  jBPTBHifi,  What  did  you  do  on  the  dock. 

Mr.  ToBBT.  Ban  our  spiles  down,  put  in,  where  necessary,  concrete 
foundations,  and  made  preparations  for  a  dock  that  was  to  be  500  feet 
long  extending  out  into  the  river,  and  dredging. 

Mr.  Jeffehis.  You  mean  500  feet  out  into  the  river  or  500  feet 
along  the  river  t 

Mr.  ToBET.  Five  hundred  feet  out  into  the  river. 

Mr.  Jefferis.  What  was  the  width  of  it  in  the  banki 

Mr.  ToBET.  The  width  of  the  dock  itself  t 

Mr.  Jefferis.  Yes;  up  and  down  the  bank? 

Mr,  ToBEY.  I  should  say  60  to  75  feet. 

Mr.  Jefteeis.  What  kinds  of  vessels  were  intended  to  be  used 
there? 

Mr.  ToBET.  The  plan  was  that  the  powder  would  come  up  from 
this  plant  at  Perryville,  which  is  on  the  Delaware  River  below,  and 
It  was  hoped  that  by  running  out  500  feet  we  could  bring  that  powder 
in  directly  from  Perryville  without  any  rehandling  and  then  run 
it  into  the  magazines  and  then  send  it  through  the  loading  operations. 
The  dock  was  also  intended  to  be  used  to  run  finished  bombs  on 
packed  and  ready  for  shipment  to  be  conveyed  to  ships  in  the  chan- 
nel. 

Mr.  Jefferis.  What  size  vessels  would  you  have  come  up  to  the 
dock? 

Mr.  ToBEF.  We  were  dredging  for  some  20-foot  draft.  The  main 
channel  was  about  35  feet.  Twenty  feet  would  not  take  an  ocean 
going  steamer,  but  would  take  steamers  such  as  were  used  to  bring 
powder  from  Perrvvill©  to  our  works. 

Mr.  Jepperib.  Wnen  did  you  commence  working  on  the  dock? 

Mr.  ToBET.  About  the  1st  of  July. 

Mr.  Jefferis.  And  when  did  you  finish! 

Mr.  ToBEY.  When  would  we  have  finished  ? 

Mr.  Jefferis.  Yes,  or  did  you  finish  ? 

Mr.  Jefferis.  We  did  not  finish  it. 

Mr.  Jeffbieb.  You  did  not  get  that  completed? 

Mr.  ToBBT-  No.  sir. 

Mr.  Jefferies.  About  how  long  would  it  have  taken  you  to  complete 
it? 

Mr,  Tobet,  We  would  have  had  the  thing  complete,  I  am  sure, 
by  the  1st  of  February.  We  would  have  had  it  ready  as  soon  as 
it  was  necessary  to  use  it  in  any  way. 

Mr.  Jefferis.  Do  you  know  about  what  it  would  have  cost  in 
the  long  run  to  have  completed  it? 

Mr.  ToBET-  I  can  not  answer  that. 

Mr.  Jefferis.  Do  you  know  about  how  many  men  you  had  em- 
ployed on  it? 

Mr.  Tobet.  I  tliink  the  greatest  number  of  men  we  had  there  at 
any  one  time  was  about  2,000.     How  many  were  working  on  the 
dock  and  how  many  were  working  on  the  railroad  and  how  many 
were  working  on  the  bunk  houses  I  could  not  say. 
Mr.  Jefferis.  Did  you  construct  bunk  houses! 

Mr.  ToBBT.  There  were  construction  bunk  houses  put  up  of  tar 
paper.  __, 
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Mr;  Jeffehis.  How  many ! 

Mr.  ToBET.  About  30, 

Mr.  Jeffehis.  What  size  were  they! 

Mr.  ToBET.  I  should  say  they  were  60  or  70  feet  long  by  25  or  80 
feet  wide. 

Mr.  Jbffebib.  Do  you  know  what  they  costt 

Mr.  ToBET.  Not  per  unit;  no,  sir. 

Mr.  Jefferis.  That  is,  you  mean  per  bunk  house! 

Mr.  ToBET.  How  much  per  bunk  nouse!    No. 

Mr.  Jefferis.  Did  you  complete  any  of  the  houses! 

Mr.  ToBET,  No,  sir, 

Mr.  Jefferis.  Bungalows! 

Mr.  ToBEY.  No.  sir. 

Mr.  Jefferis.  Wliere  did  the  officers  lire  down  there! 

Mr,  ToBET.  The  Government  officers  lived  at  a  place  known  as 
St  Augustine  Beach,  That  was  a  resort  about  5  miles  from  our 
plant  on  the  Delaware  River.  It  was  more  or  less  of  a  dance-hall 
resort.  ■  There  was  a  road  house  there,  I  think,  that  was  rented  and 
Hs«l  almost  exclusively  by  Government  officers.  The  construction 
division  officers  were  housed  there.  They  ran  their  own  commissary 
and  ran  that  place. 

Mr,  Jefferis.  About  how  many  officers  were  up  there  for  the 
Government! 

Mr.  Tobet,  I  should  say  that  the  construction  division  probably 
had  there  as  officers  12  to  15.  Of  course,  they  had  a  large  force 
of  Government  checkers,  auditors,  clerks,  and  so  forth. 

Mr,  Jefferis.  They  lived  there  too! 

Mr.  Tobey.  They  lived  there  almost  all  of  them.  I  think  all  the 
heads  of  departments  and  what  we  called  the  staff  officers  lived 
there. 

Mr.  Jefferis.  How  long  did  they  live  up  there! 

Mr.  Tobet.  The  construction  division  came,  in  there  about  the 
1st  of  September.  Prior  to  that  time  our  contract  had  been  con- 
ducted by  the  Ordnance  Department.  When  the  construction  divi- 
sion came  in  they  took  charge  of  the  same  St.  Augustine  property, 
and  they  were  there  until  Uiey  left  the  job.  Ma].  Grey  was  con- 
tracting officer.  He  was  there  when  I  left  about  the  middle  of 
March.    Since  then  he  has  got  out.    Just  when  I  do  not  know. 

Mr.  Jefferis.  About  how  much  did  you  spend  for  real  estate  them 
altogether! 

Mr.  Tobet.  $70,200, 1  should  say. 

Mr,  Jefferis.  You  bought  it,  did  you ! 

Mr.  Tobet.  Yes,  sir.  But  there  were  two  parcels.  There  was 
$70,000  spent  by  us  for  the  purcliase  of  about  650  acres  of  land, 
including  all  expenses,  payment  of  taxes,  and  eve^thing.  Then  the 
Government  bought  what  was  called  the  Eight-Jones  tract,  which 
consisted  of  about  200  acres,  at  a  cost  of  $22,000;  and  they  com- 
mandeered the  railroad  right  of  way,  8J  miles  long  by  66  feet  wide,  at 
a  cost  of  between  $30,000  and  $35,000,  The  owners  have  not  yet 
received  their  money. 

Mr.  Jefferis.  About  when  did  the  Government  commandeer  the 
railroad  right  of  wayt 

Mr,  Tobet,  About  the  1st  of  August,  because  we  began  our  oper- 
ation of  building  the  railroad  the  date  after  the  petition  was  tiled 
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in  the  Federal  court  under  the  commandeering  act,  which  was  passed 
in  May,  1918. 

Mr.  Jeftehis.  Did  you  understand  that  you  ivere  to  build  the  rail- 
road when  you  took  this  contract? 

Mr.  ToBET.  We  knew  we  had  to  have  some  means  of  transporta- 
tion there,  we  knew  we  lind  to  have  a  railroad.  Just  wliat  route 
would  be  selected  was  very  largely,  as  it  turned  out.  intrusted  to  the 
discretion  of  the  regional  railway  director  and  the  Federal  Adminis- 
tration system.    We  could  not  do  anythin^r  without  their  consent, 

Mr.  Jefferis.  What  else  were  you  going  to  complete  there  besides 
this,  commisary  department  and  your  docks  and  your  railroads? 

Mr.  ToBET.  Our  railroad  was  completed,  the  dock  would  have 
been  completed.  Then  you  would  have  needed  your  operating  units, 
that  is  your  loading  plant, 

Mr.  Jeffebis.  You  had  not  commenced  to  build  those  yet? 

Mr.  TouivT.  No.  sir:  because  the  plans  were  not  approved  until 
November  5  and  the  armistice  came  on  November  11. 

Mr.  Jeffebis.  How  many  loading  plants  were  you  going  to  build? 

Mr.  ToBET.  My  recollection  is  there  were  about  20  buihlings  pro- 
vided for  in  the  final  plans  which  might  be  called  the  loading  units 
proper.  Then,  removed  about  4  miles  from  the  loading  operations 
were  the  magazines  for  stonu^e  of  the  ingredients.  They  were  sup- 
posed to  be  of  a  capacity  sumcient  to  store  2.000,000  pounds.  Then, 
of  course,  we  would  have  had  to  have  a  power  house,  and  we  would 
have  had  to  have  our  magazines  in  which  to  store  the  finished  pro- 
duct. 

Mr.  Jfj^tebis.  Then  you  would  have  had  a  great  deal  of  building 
to  do? 

Mr,  ToBET,  We  would  hare  had  probably  40  buildings,  would  we 
not,  Mr.  Kinnear? 

Mr.  KiNNBAR.  I  think  more  than  that.  I  think  we  would  have  had 
in  the  neighborhood  of  a  hundred  buildings. 

Mr.  ToBET.  You  tnean  all  kinds  of  construction? 

Mr.  KiNNEAR.  Yes. 

Mr.  Jeffebis.  Were  you  contemplating  building  some  houses  too? 

Mr.  ToBBT.  We  would  have  had  to  taken  care  of  the  housing  prob- 
lem and  I  personally  saw  the  Welfare  Department  of  the  Ordnance 
Division  down  here  on  that.  Just  how  many  houses  would  be  re- 
quired we  could  not  say  until  we  knew  what  the  plant  design  was 
going  to  be  because  on  that  depended  how  many  operatives  you  Iiad, 
how  much  machinery  you  used.  All  that  had  been  a  subject  of  con- 
jecture, when  the  so-called  Eidlitz  Board,  the  housing  board,  received 
instructions  to  take  that  problem  entirely  out  of  our  hands  and  pro- 
ceed with  the  construction  of  houses.  They  sent  representatives  up 
there  possibly  three  or  four  different  times — I  do  not  recall  just  how 
many  times.  They  went  all  over  the  grounds  and  apparently  finally 
determined  upon  a  site  about  7  miles  from  the  works. 

Mr.  jEtTEBis,  Do  you  know  how  mucli  you  exi^endod  or  the 
Government  paid  for  plans  and  specifications  that  you  got  up? 

Mr.  ToBET.  No;  that  would  be  very  difficult  to  ascertain  unless  you 
take  the  pmxhases  and  go  tluoiigh  them.  That  is  all  included  as 
part  of  onr  costs.    I  can  not  answer  that. 

Mr.  .Teffebis.  I  believe  that  is  all. 

V.i:  Grah.^m.  Mr.  Garrett,  have  you  any  questions? 
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Hr.  Gabbett.  Yes.  As  I  understand,  Mr.  Tobey,  this  contract, 
which  was  pat  is  formal  words  or  in  writing  May  22,  embodied  what 
had  been  the  verbal  agreements! 

Mr.  ToBET.  It  did,  sir;  yes,  sir. 

Sir.  Gabreit,  You  personally  know  nothiag  of  the  negotiations 
that  took  place  prior  to  your  connection  with  ate  company! 

Mr.  Toen'.  I  do  not,  sir,  except  by  way  of  office  gossip  and  general 
talk  about  it. 

Mr.  Garrctt.  Yon  spoke  of  your  company  agreeing  to  pay  the  fee 
of  the  Ley  Co.  and  that  the  Government  would  have  been  liable  for 
it  Under  what  theory  do  you  think  the  Government  would  have 
been  liable  for  that  3i  per  cent? 

Mr.  ToBEY.  Because  they  entered  into  a  contract  with  us  May  22 
and  were  conversant  at  that  time  with  our  idea  of  subletting  the 
construction  part,  which  was  only  a  Kmall  part  of  the  total  contract, 
to  the  Ley  Co.  and  had  approved  it.  The  contract  between  the  Ley 
Co.  and  the  Marlin-Hockwell  Loading  Co.,  which  at  that  time  was 
acting  as  agent  for  the  Government,  intrusted  that  construction  to  the 
I*y  Co.  and  the  Government  approved  the  Ley  contract.  The  Ley 
contract  was  a  percentage  contract.  They  approved  it  and  the  effect 
of  the  Ley  contract  was  a  part  of  the  cost  of  the  construction  which 
the  agent  must  pay,  and  the  agent  was  to  receive  10  per  cent  of  its 
cost.  Tlie  Government  did  pay  the  Ley  fee  and  our  own  up  to  the 
time  tliat  we  assumed  it,  and  at  that  time,  having  consumed  it,  we 
reimburs*'d  the  Government  for  the  amounts  they  theretofore  had 
paid  to  the  Ley  Co.  By  their  own  course  of  conduct  they  recog- 
nized the  correctness  of  that  principle. 

Mr.  Gaubett.  When  you  ctime  to  adjust  that  were  you  present  at 
the  discussions  had  by  the  officers  of  the  Government  on  that  ques- 
tion? 

Mr.  ToBEr.  In  our  suit  in  the  Ley  fee  I  acted  for  the  Marlin- 
Hockwell  Corporation. 

Mr.  KixNEAR.  Loading  Co. 

Mr,  Tobey.  What? 

Mr.  KiNNEAR.  You  said  I^oading  Corporation.  You  should  have 
said  Loading  Co. 

Mr.  ToBEY.  Pardon  me.     What  I  meant  was  Loading  Co. 

Mr.  Gabbett.  Was  it  not  contemplated  in  the  minds  of  all  that 
this  10  per  cent  that  was  allowed  in  the  contract  of  May  22  should 
be  the  complete  fee  for  construction? 

Mr.  ToBKY.  I  do  not  think  that  it  could  have  been,  Mr,  Garrett, 
because  the  contract  to  the  Ley  Co.  and  the  contract  to  the  Loading 
Co.  as  such  contracts  individually  both  were  approved. 

Mr.  Garkett.  Of  course,  but  did  the  Government  approval  extend 
further  than  simply  giving  its  consent  to  your  company  to  enter  into 
such  contract  with  the  Ley  Co.? 

Mr.  Tobey.  They  not  only  gave  their  consent,  but  they  approved 
the  words  and  figures  of  that  contract  which,  I  assert,  was  suomitted 
to  them;  and  the  contract  itself  was  indorsed  by  the  Government, 
the  Ley  contract. 

Mr.  Gabrett,  If  the  Government  was  liable  for  and  had  paid  this 
3i  per  cent  to  the  Ley  Co.  what  would  the  Loading  Co.  have  done 
for  its  10  per  cent,  what  service  would  it  have  rendered  to  the  Gov- 
ernment for  its  10  per  cent? 
M12U— 2<h-wi.2 IT 


1530  WAB  EXPBKSITUItES. 

Mr.  ToBET.  Of  course,  there  are  two  very  distinct  parts  of  the 
obligation  of  the  loading  company  under  that  contract.  One  was 
for  the  construction  ana  the  far  greater  one  was  for  operation  of 
plants. 

Mr.  Gabkett.  This  Ley  fee  was  simply  for  construction  alone? 

Mr.  ToBET.  Entirely  for  construction.  The  contract  was  limited  to 
the 

Mr.  Garrett  (interposing).  And  the  contract  of  May  22  allowed 
but  10  per  cent  tor  construction. 

Mr.  ToBBT.  No ;  it  was  for  construction  and  operation. 

Mr.  Gakrett.  Construction  and  operation. 

Mr.  ToBBY,  Yes,  sir. 

Mr.  Gasrbtt.  Were  there  not  two  clauses  about  that? 

Mr.  ToBEY.  The  contract  itself  may  have  stated,  I  think,  that  all 
operations — it  was  not  to  be  less  than  10  per  cent  and  might  be  15. 
There  was  a  clause  in  the  loading  contract  whereby  after  a  certain 
time  of  operation  the  basic  cost  was  to  be  determined  and  the  fee 
was  to  be  adjusted  at  some  place  between  10  and  15  per  cent,  not  less 
than  10. 

Mr.  Gabbett.  Of  course,  you  were  to  get  a  fee  of  10  per  cent  on  the 
operating  cost.  Here  is  what  Maj.  Foster  states  about  it:  "  In  addi- 
tion the  agent  is  paid  10  per  cent  on  the  operating  costs  until  one- 
quarter  of  the  specified  number  of  bombs  have  been  loaded  and  until 
such  time  thereafter  as  the  Government  may  arrive  at  the  actual  unit 
cost  of  loading  the  different  sizes  and  types.  After  the  '  base  costs' 
are  fixed,  the  agent  gets  in  addition  to  its  10  per  cent,  half  the  differ- 
ence between  those  base  costs  and  the  actual  cost;  that  is,  so  long 
as  its  total  profit  does  not  exceed  15  per  cent."  That  is  solely  the 
operation  ? 

Mr.  ToBBT.  It  is. 

Mr.  GARHErr.  There  is  another  division  of  the  contract  which  al- 
lowed the  loading  company  10  per  cent  for  construction? 

Mr.  ToBET.  Yes,  sir. 

Mr.  Gabrett.  Now,  my  question  is  that  if  the  Government  had 
paid  this  3}  per  cent  and  had  not  been  reimbursed  by  your  company, 
what  service  would  the  loading  company  have  rendered  for  the  10 
per  cent  allowed? 

Mr.  Tobet.  They  had  their  engineering  forces  on  designing — they 
very  largely  desired  it  and  the  general  supervision  of  it. 

Mr.  Garrett.  The  general  supervision — was  not  that  turned  over 
absolutely  to  the  Ley  Co.? 

Mr.  T(JBET.  No,  sir;  I  do  not  think  so — oh,  no.  They  acted  as  con- 
struction contractors  and  the  obligation  was  upon  the  loading  com- 
pany to  furnish  plans.  We  had  our  own  designing  staff.  When 
necessary  that  was  supplemented  by  the  Ley  staff,  but  the  responsi- 
bility rested  upon  the  loading  company  to  transmit  to  the  Govern- 
ment its  recommended  designs  for  the  construction  of  this  plant;  and 
I  always  maintained  that  it  was  obligated  under  its  contract  to  do  the 
construction.  I  went  to  Mr.  Rockwell  and  Mr.  Park  and  said: 
"  From  my  examination  of  the  situation  there  I  believe  that  al- 
though the  Government  has  approved  these  contracts  and  has  paid 
the  fee,  the  Government  should  pay  only  one."  I  asked  their  per- 
mission and  it  was  given,  and  I  went  down  to  Washington  and 
voluntarily  asked  to  pay  the  fee. 
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Mr.  Garrett.  How  much  of  the  claim  filed  by  the  loading  com- 
panv  is  in  controversy  ? 

Mr.  ToBET.  Substantially  none,  except  one  or  two  items.  As  an 
illustration,  there  is  one  item,  we  will  say,  of  the  electric  machinery. 
The  question  there  is  whether  we  ordered  that  or  the  Government 
ordered  it.  There  are  certain  very  minor  questions  as  to  what  is 
the  cost  of  construction  under  the  terms  of  the  contract.  The  only 
ether  unpaid  item — I  think  I  am  correct  in  this — is  the  balance  of 
the  fee.  No  fees  have  been  paid  to  us  since  October  1,  which  means 
that  practically  very  little  fee  has  been  paid  to  us,  because  most  of 
the  bills  were  paid  after  October  1. 

Mr.  GARHErr.  Has  the  Ley  Co.  been  settled  with  fully — is  that 
contract  settled,  or  is  it  dependent  upon  yours? 

Mr.  ToBET.  It  depends  upon  our  getting  the  fee  from  the  Govern- 
ment.  We  have  got  to  settle  with  the  Ley  Co. 
Mr.  Garrett.  In  dollars,  about  what  is  the  amount  in  controversy? 
Mr.  ToBBT.  Mr.  Allen  can  answer  that.    Mr.  Allen,  how  much  is 
in  vour  prime  claim? 

Mr.  AuxN.  We  have  a  prime  claim  of  $526,000,  but  nearly 
$200,000  of  that  is  a  question  of  who  pays  it,  whether  we  requisi- 
tioned it  or  the  Government,  and  whether  we  get  a  fee  on  it  or  not. 
Mr.  ToBET.  I  am  correct  in  saying,  am  I  not,  that  if  you  say 
three  and  one-half  millions,  in  round  numbers,  is  the  total  cost  of 
the  project,  eve^thing  is  included  in  that  total? 
Mr.  Allen.  Vcs,  sir ;  including  the  fee. 
Mr.  ToBET.  Including  the  fee;  yes. 

Mr.  Au£N.  Our  part  was  stopped  on  January  22,  instead  of 
October  1. 

Mr.  ToBEY.  Pardon  me,  that  was  another  thing;  stopped  October 
1,  that  is  right. 
Mr.  Garrett.  What  is  Cornell  equipment? 

Mr.  ToBET.  Cornell  equipment  was  electrical  power-house  equip- 
ment that  was  obtained  from  the  Cornell  Engineering  Co.,  or,  at 
least.  Cornel!  Contracting  Co. 

Mr.  Garrett.  And  that  is  one  of  the  items  about  which  there  is 
a  dispute  as  to  whether  you  ordered  it  or  the  Government  ordered  it? 
Mr.  ToBET.  Yee. 

Mr.  Garrett.  Whether  it  should  be  included  in  this  enterprise  or 
not.  it  having  been  diverted  to  the  Frankford  Arsenal. 
Mr.  ToBET.  After  it  was  sent  to  us. 

Mr.  Garrett,  I  would  like  to  fcrow  whether  the  question  with 
regard  to  the  Cornell  equipment  is  the  fee  on  it  or  the  cost  of  the 
material  ? 

Mr.  ToBET.  That  is  very  largely  a  question.  We  maintain  that 
all  and  every-  item  that  went  into  the  cost  of  construction  of  this 
enterprise  is  a  part  of  the  construction  end,  which,  Upon  delivery, 
fee  attaches  uncfer  the  terms  of  our  contract;  and  if,  as  in  this  case, 
we  designed  the  machinery,  et«.,  if  it  came  there  as  a  result  of  our 
request  as  part  of  that  enterprise,  our  fee  attaches.  If  thereafter, 
the  salvage  board  of  the  Government  wants  to  divert  it  to  some  other 
place,  as  it  could,  it  would  make  no  difference,  because  under  the 
terms  of  the  contract  the  moment  that  anything  comes  in  there 
ordered  by  the  agent  the  legal  title  of  that  vests  in  the  contractor. 
The  Government  can  do  with  it  as  it  will. 


,..„ogIc 


1532  WAR  EXPENDITURES. 

Mr.  Gakrett.  When  did  this  equipment  reach  there  ( 

Mr.  ToBET.  It  came  in  piecemeal,  I  should  say  probably  up  till 
about  October  20,  up  to  the  time  of  the  signing  or  the  annistice  and 
some  after  that. 

Mr.  Graham.  There  is  $24,000  involved  in  that. 

Mr.  ToBEY.  Is  that  the  value  of  the  equipment! 

Mr.  Graham.  No  ;  the  fee. 

Mr.  Garrett.  I  see ;  the  value  of  the  equipment  is  $249,000. 

Mr.  Allek.  We  are  only  claiming  a  fee  of  10  per  cent. 

Mr.  Graham.  That  would  be  about  $25,000. 

Mr,  ToBEY.  I  niiglit  say  in  passing  that  that  contract  has  been 
construed  by  the  legal  divisions  of  the  Government,  and  also  by  our 
own  attorney.^,  tliat  we  have  the  right  under  that  contract  to  make 
contracts  in  tlie  name  and  on  behalf  of  the  United  States  Government, 
and  we  could  do  that  imnrudently  if  we  so  wished,  and  the  only  re- 
dress the  Government  had  was  to  cancel  the  contract.  I  want  to 
say,  Mr.  Graham,  that  there  was  not  an  expense  in  which  a  single 
penny  was  involved  that  did  not  receive  prior  consent  of  the  United 
states  officer,  or  construction  officers,  I  mean. 

Mr.  Graham,  You  spoke  a  while  ago  of  being  an  officer.  You 
did  not  mean  an  officer  of  the  War  Department,  md  you  ? 

Mr,  ToBEY.  No;  an  executive  officer  of  the  loading  company.  On 
the  (juestion  of  our  desire  to  construct  that  work  in  the  most  orderly 
fashion,  I  would  like  to  read  a  letter 

Mr.  Graham.  Is  that  about  machinerj-! 

Mr.  ToBBY,  Yes;  loading  machinery  and  our  endeavors  to  proceed 
economically. 

Mr,  GRAHAjr,  It  is  not,  then,  a  letter  written  by  your  company  to 
the  department? 

Mr,  ToBEr.  To  the  department — yes;  one  part  of  it  is  to  the  de- 
partment. This  is  loading  machinery  amounting  to  about  between 
$150,000  and  $175,000;  was  ordered  immediately  upon  the  approval 
of  our  final  plans  and  previous  to  the  coming  of  the  armistice.  Very 
soon  thereafter  we  endeavored  to  find  out  on  what  basis  those  con- 
tracts could  be  canceled,  purely  because  the  loading  machinery  was 
special  and  had  no  salvage  value.  We  got  a  telegram  from  the  office 
of  the  Chief  of  Ordnance  to  the  effect  tliat  it  was  stated  in  Washing- 
ton that  our  company  was  indiscriminately'  canceling  orders  and  it 
was  greatly  disturbing  the  labor  and  material  market,  and  instructed 
us  to  cease  at  once.  So  we  sent  out  letters  to  disregard  our  tele- 
grams, the  effect  of  whicli  was  to  place  the  order  on  its  original  status 
of  a  rush  order.  We  thereafter  got  a  letter  or  a  telegram  from  the 
office  of  the  Chief  of  Ordnance  stating  that  it  was  recorded  and 
stated  in  AVashington  that  we  were  putting  all  of  our  previous  con- 
tracts on  a  rush-order  basis  so  that  the  goods  would  get  there,  so  to 
speak,  and  our  fee  would  attach  before  any  cancellation  was  possible. 
We  acknowledged  receipt  of  that.  Then,  on  November  27,  I  sent 
this  letter  to  Douglas  I.  McKay : 

NOVEUBEB  27,  1918. 

EJOTdT.AS   1.   McKAT, 

Colonel,   Orrfnnncp  l>rpnrtinmt.   ProdUfAion  IHviaion, 
Tit  nwl  B  Streets,  \W.,  Wasliii<nton.  D.  C. 
Ill  re  contriict  United  States  Government,  Mnrltn-Itockwell  Lonaing  Co..  No. 
1'3542  and  231Tu. 
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S<iue  time  past,  acttog  upon  tbe  authoritr  of  your  department,  we  placed 
OTdt«  for  the  construction  of  machinery  (or  the  loading  of  aerial  bombs  called 
for  by  the  above  contract,  with  the  American  Laundry  Machinery  Co.,  Amerl* 
CM  Progress  Go.  (and  several  other  companies  that  1  will  not  read). 

The  conHtructlon  of  this  machinery  la  now  under  way.  The  total  expense 
ba  considerable  item  and  the  machinery  is  of  such  a  nature  as  lo  have  llltlcj 
salvage  value  by  utilizing  It  for  other  pun>oseH  In  case  tliere  should  be  a  cnu- 
csNiiKon  of  this  contract  and  no  further  need  for  the  iiuichlnery  for  its  orig- 
inal purposes. 

We  have  been  informed  by  the  Ordnance  Depactment  that  It  is  not  their 
wlib  that  there  be  by  ua  or  by  any  contractor  Indiscriminate  cancellations  of 
ordera.  leet  It  result  In  preventing  an  orderly  and  econiuiilc  lendjustnient  ot 
[be  material  and  labor  markets. 

Nevertheless,  we  feel  hoonden,  as  agent  for  the  Government,  to  inform  you 
of  the  Mtuation  and  ask  your  Instructions  as  to  canceling  these  orders  and 
preventing  what.  In  our  Judgment,  might  be  an  unnecessary  expense  to  Im 
borne  by  the  Government,  a  course  which  we  desire  to  pursue  in  every  case 
•here  a  saving  could  thereby  be  effected. 

De^ite  our  Instructions  not  to  cancel  without  express  authority,  we  linve 
tiken  the  liberty  of  writing  to  the  manufacturers  of  this  machinery  to  ascer- 
uln  what  would  be  the  proper  and  most  economic  basis  to  afTect  a  cuncelhi- 
lion.  If  such  wish  for  cancellation  Is  expresseil  to  us  by  the  GovemmeDt. 

Trusting  that  the  matter  may  have  your  attention  and  tlint  we  may  be  aU- 
Tieed  precisely  of  the  wishe,  of  the  Government  in  tlie  matter,  we  are. 
Tours,  respectfully, 

Marlin-Kockweli.  IjOADin'o  Co. 

On  November  27  I  sent  notice  to  Fred  K.  Ley,  reading  as  follows; 

NovKMDt:B  27,  1918. 
FiEo  K,  Ley  &  Co.  (Inc.), 

Rocktcdl  Port,  i/ouRl  Plemanl,  Del. 
Gentlemen:  Will  you  please  address  to  the  American  Laundry  Machinery 
Co.,  134  West  Thirty-seventh  Street.  New  Vork  City:  the  American  Process 
Co..  68  William  Street  (and  others  which  I  will  not  read), 

DfciR  Sib  :  Heretofore  on  the day  of  — — — — —  we  poi  chased  throujih 

you  the  maclilnery  of  the  following  brief  de  crlption : 

Id  our  opinion,  there  Is  considerable  likelihood  that  our  contract  with  the 
novemment  will  be  brought  to  a  speeily  close  as  a  result  of  the  signing  of  tlie 
tnnlstlce.  although  we  have  not  been  advised  to  that  effect.  Until  so  advised, 
w*  have  been  Instructed  by  the  Government  to  cancel  no  orders  without  express 
authority,  which  In  this  case  has  not  been  received  by  us. 

None  the  le^,  with  a  view  of  effecting  cancellation  of  the  orders  with  the 
least  possible  expense  and  annoyance  either  to  the  Government,  to  you,  or  to 
ourselves,  we  art  writing  to  inquire  If  you  will  advise  us  what  the  present 
status  of  this  order  is  and  upon  what  terms  It  might  be  canceled.  In  our 
opinion  the  ebunged  situation  makes  any  particular  aiuuipt  to  siieeil  dfllvery 
uuc(s*ss«ry  for  the  moment. 

Again  we  dt'sire  to  state  that,  acting  under  Government  oitlers,  this  Is  In 
miwise  lo  be  deemed  os  a  cancellotlon  of  the  order. 

Of  course.  In  the  light  of  the  advice  we  have  received  fvcni  the  Govoriiuiciit, 
tre  do  not  wish  to  effect  a  cann'llailon,  hut  It  wuuUl  seem  to  ns  that  business 
prudence  would  dictate  getting  all  these  contracts,  particularly  those  for  special 
machinery  into  such  shapes  as  would  permit  as  economic  cancellation  as  possible. 

Will  you  please  advise  us  that  j'ou  have  followed  these  Instructions? 
Tours,  truly, 

Col.  McKay,  under  date  of  November  39,  wrote  aw  follows : 
Answering  your  letter  of  Novemiwr  27,  1918,  on  the  above  subject,  I  wish  to 

advise  the  nnitter  has  bofn  referred  to  the  Philadelphia  district  oflice  for  tiu'lr 

Information  and  action, 
I  do  not  conceive  that  that  is  the  claim  board.    I  think  that  that 

is  the  ordnance  district  board.    That  was  on  November  29.    I  i-e- 
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ceived  no  answer  to  it.  On  December  19  I  wrote  to  the  Philaaelpbia 
District  Board  as  follows: 

On  November  27,  acting  upon  oar  iDBtriictions,  Pred  Ley  &  Co.  (Inc.),  sub. 
contractors,  addressed  to  the  American  Laundry  Mactilnery  Co.  (and  others 
wbich  I  will  not  read),  and  to  each  of  them,  an  Identical  letter,  the  copy  of 
which  Is  Dttactied  herewith  and  marked  "  Exhibit  1." 

On  the  same  date  a  letter  was  addressed  to  Douglas  H.  McKa;, 
colonel,  Ordnance  Department,  Sixth  and  D  Streets,  Washington, 
D.  C-,  of  which  letter  a  copy  is  attached  and  marked  "  Exhibit  2." 

In  response  to  said  letters  to  Col.  McKay  1  received  a  letter  iinder 
date  of  November  29  from  W.  B.  Harkness,  major  in  the  Ordnance 
Department,  acting  in  behalf  of  J.  H.  Burns,  colonel  and  Chief  of 
Explosives  and  Loading  Division,  Ordnance  Depaitment,  a  copy  of 
which  is  hereto  attached  and  marked  "  Exhibit  3." 

In  response  to  the  letter  marked  "Exhibit  1,"  we  have  received  a 
letter  from  the  American  Laundn'  Machinery  Co.  under  date  of  De- 
cember 9, 1918,  a  letter  from  the  F.  J.  Stokes  (and  these  others). 

It  will  be  observed  that  the  letter  of  Maj.  Harkness  herein  above 
referred  to  as  "  Exhiijit  3  "  states  that  our  letter  of  November  27  was 
referred  to  the  Philadelphia  district  office  for  their  information  and 
attention. 

\Vc  have  not  as  yet  received  any  instructions  from  you  in  regard 
thereto.  Tlie  previous  instructions  from  the  Ordnance  Department 
are  of  such  a  nature  that  we  do  not  at  present  feel  authorized  or 
justified  in  directing  a  cancellation  of  the  above-mentioned  orders 
for  loading  machinery  which,  to  the  best  of  our  recollection,  but  sub- 
ject to  correction,  represents  a  money  cost  of  approximately  $150,000. 
But  appreciating  that  this  machinery  is  of  a  special  nature  and  pos- 
sessing no  great  salvage  value,  we  feel  it  is  our  duty  again  to  call  to 
vour  attention  the  possible  saving  that  would  be  effected  by  a  cancel- 
lation of  the  ordei-s  even  at  this  late  hour.  Tlie  letters  from  the 
manufacturers  indicate  that  the  salvage  would  not  be  great.  None 
the  less,  any  possible  saving  in  our  judgment  should  not  be  over- 
looked and  we  therefore  respectfully  request  your  instructions. 

For  your  information  I  might  ad3  with  possibly  minor  exceptions 
the  machinery  called  for  by  the  above-mentioned  orders  is  all  that  has 
been  ordered  by  us  for  the  Ordnance  Department  under  our  contract, 
the  other  orders  being  partly  for  construction  materials,  and  such  or- 
ders were  placed  by  direction  and  under  the  supervision  of  the  con- 
struction division. 

We  received  nn  answer  to  that  letter  on  or  about  January  25,  at 
whi-h  time  the  loading  machinery  ordered  had  been  completed.  In 
bringing  that  up,  gentlemen,  I  am  not  criticizing,  but  I  think  it 
should  be  mentioned  in  view  of  the  fact  we  have  been  accused  of 
extravagance,  to  show  that  that  has  not  been  the  way  we  have  con- 
duited  that  operation. 

Mr.  Gakrett,  Did  this  company  under  the  terms  of  its  contract 
hnve  the  right  to  order  material  in  its  own  name,  and  did  it  do  so? 

Mr.  ToBEY.  It  ordered  sometimes  in  its  own  name  as  a  matter  of 
prn''ti<al  convenience  or  to  expedite  it- 
Mr,  G.xRRETT.  I  understand  that.  I  just  asked  it  because  of  your 
letters. 
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Mr.  ToBBT.  This  particular  machinery  was  ordered  July  8.  We 
ordered  some  before  that 

Mr.  GARRErr.  How  loDg  have  you  known  Maj.  Fostert 

Mr.  ToBET.  I  never  met  Maj.  Foster  until  the  29th. 

Mr.  Garrett.  You  never  met  him  except  on  the  occasion  that  he 
visited  the  plant  there? 

Mr.  ToRBT.  Never. 

Mr.  Gabrbtt.  How  old  a  man  does  he  appear  to  be  I 

Mr.  ToBET.  That  is  rather  difficult  to  say.  I  should  say  possibly 
from  45  to  50. 

Mr,  Gabbftt.  Do  you  know  whether  he  is  a  Begular  Army  officer 
or  not? 

Mr.  ToBET.  I  think  not,  because  he  conducts  this  farm  in  the  Berk- 
shires. 

Mr.  Gabbrtt.  Do  you  know  whether  or  not  he  is  still  in  the  service? 

Hr.  TtWET.  I  think  not,  because  if  I  am  not  mistaken  I  saw  him 
in  New  York  the  other  day  in  civilian  clothes. 

Mr.  Jbpferis.  Mr.  Tobey,  in  support  of  Maj.  Foster's,  it  says  that 
the  whole  of  the  Ley  Co.'s  engineer  force  was  placed  on  the  iJoading 
Co.'3  pay  roll.    Is  that  true? 

Mr.  ToBET.  Yes ;  we  had  some  engineers  and  we  took  them,  bor- 
rowed them,  so  to  speak,  from  Ley  and  retained  them,  so  they  would 
be  directly  under  our  supervision. 

Mr.  Jeffbhis.  And  you  would  get  10  per  cent  on  the  pay  roll? 

Mr.  ToBET.  It  would  not  have  made  any  difference,  because  if 
they  had  been  on  the  Ley  pay  roU  there  would  have  been  10  per 
cent  paid  anyway. 

Mr.  Jeffbhis.  Not  if  we  are  paying  the  whole  Ley  commission,  as 
I  understand  it. 

Mr.  TwET.  I  see  what  you  mean.  I  thought  a  particular  case. 
When  we  borrowed  those  men  we  agreed  that  if  their  salaries  tad 
been  a  part  of  the  cost  of  the  Ley  Co.  upon  which  their  fee  would 
attach,  we  would  pay  that  irrespective  of  whether  the  men  were  on 
their  pay  roll  or  ours.  The  Government  paid  10  per  cent.  It  made 
ao  matter  to  whom  they  paid  it.  They  paid  it  to  the  Marlin-Kock- 
well  Loading  Co.,  Whether  it  was  tiey  Co.  operatives  or  Marlin- 
Rockwell  operatives  it  made  no  difference- 
Mr.  Jefferis.  If  the  Marlin-Rockwell  Loading  Co.  was  paying 
H  per  cent,  they  would  have  to  pay  it  on  the  salaries  of  those  men 
if  they  were  on  the  Ley  Co.  pay  roll? 

Mr.  ToBET.  Yes. 

Mr.  Jbpferis.  But  if  they  took  their  men  over  and  paid  them  on 
the  Marlin-Bockwell  Loading  Co.'s  pay  roll,  then,  of  course,  the 
Government  would  pay  it. 

Mr.  ToBET.  No ;  the  Government  paid  it  anyway. 

Mr.  Jeffebis.  It  would  pay  it  then. 

Mr.  ToBEY.  Whether  they  were  on  the  Ley  pay  roll  or  on  ours. 

Mr.  Jefferis.  Not  if  the  Ley  Co.  was  paying  3^  per  cent  in  the 
first  instance. 

Mr.  Garbbtt.  They  were  receiving  that. 

Mr.  ToBBT.  "They  were  receiving  that. 
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Mr.  Jeftebis.  They  were  receiving  it  and  paying  its  men.  I  mean 
that. 

Mr.  ToBET.  No ;  that  was  profit.  The  10  per  cent  was  the  profit 
of  the  agent,  and  from  that  10  per  i;ent  the  agent  assumed  to  pay 
the  subcontractor  any  profit  that  its  contract  calls  for. 

Mr.  Jbfferis.  In  commission ! 

Mr.  ToBBT.  In  commission.    The  profit  was  by  way  of  conunission. 

Mr.  J&FF£Ris.  So  you  figure  it  did  not  make  any  difference  whether 
the  Ley  Co.'s  engineers  were  on  their  pay  roll  or  on  your  pay  roll? 

Mr.  ToBET.  So  far  as  the  Government  was  concerned,  absolutely 
Dot. 

Mr.  Jefferis.  That  was  true,  after  this  change  was  made  as  well 
as  before? 

Mr.  ToBET.  Yes,  sir.  Well,  X  suppose  there  were  separate  fees 
both  paid  by  the  Government.  No,  I  do  not  think  it  would  have 
made  any  difference.  We  felt  that  our  obligation  was  to  the  Gov- 
ernment to  put  in  plans  that  would  be  satisfactory  to  them  and 
fulfill  our  duty  as  an  agent.  Now,  it  seemed  to  us  it  was  better  to 
supplement  our  own  engineering  staff  and  do  more  of  the  work  our- 
selves than  to  have  it  done  by  the  Ley  Co.  in  the  first  instance  and 
checked  by  us;  and  it  wels  difficult  to  get  engineers  at  that  time; 
they  were  in  great  demand,  so  we  simply  went  to  the  Ley  Co.,  ex- 
plained the  situation  to  them  and,  so  to  speak,  borrowed  their  men, 
put  them  on  our  pay  roll  and  under  our  direct  supervision ;  but 
realizing  the  possible  injustice  to  the  Ley  Co.,  we  said  that  any  fee 
that  would  have  attached  to  the  salaries  of  those  men  we  would  pay, 
whether  we  paid  them  as  part  of  our  pay  roll  or  not. 

Mr.  Jeftekis.  You  do  not  know  how  much  was  paid  out  for  sal- 
aries of  engineers,  do  you? 

Mr.  ToBEY.  No,  sir;  I  can  not  answer  that. 

Mr,  Graham.  Mr.  Tobey,  I  guess  that  is  all  unless  you  gentle- 
men have  some  more  testimony  you  wish  to  give  us. 

Mr.  ToBET.  I  presume  I  have  tried  the  committee  so  much  this 
afternoon  that  they  are  about  to  quit  for  the  day. 

Mr.  Graham,  I,  for  myself,  would  like  to  know  something  about 
the  dimensions  of  those  buildings;  how  large  they  are,  how  much 
they  cost,  and  the  like. 

Mr.  KiNNEAR.  What  they  cost  by  units? 

Mr.  Graham.  Can  you  go  into  that  with  us? 

Mr.  KiNNEAR.  I  can  not  go  into  it  off-hand. 

Mr.  Graham.  Can  you  estimate  them? 

Mr.  KiNNEAR.  I  can  not.    I  do  not  know  the  dimensions. 

Mr,  Gbahah.  Do  you  not  know  how  large  they  are? 

Mr.  Kinneab.  No.  sir.  We  could  get  the  construction  plans  whicb 
might  show  tliat.  The  buildings  that  were  built  were  temporary 
buildings. 

Mr.  Jeffebis.  Do  you  know  anything  about  the  cost  of  them? 

Mr.  KiNNEAR.  I  am  inclined  to  think  the  costs  were  not  charged 
separately  for  the  different  sections.  They  were  all  put  up  under 
rush  orders  of  tlie  Government.  The  project  was  for  so  much  and 
I  do  not  believe  any  distribution  was  made  as  between  the  cost  of 
the  bunk  houses  and  cost  of  the  dormitories  and  cost  of  the  ccod- 
missary. 
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Mr.  Graham.  You  do  not  think  a  person  could  tell  about  that 
without  the  papers? 

Mr.  KiNKEAR.  I  am  inclined  to  think  so,  sir. 

Mr.  To^T.  I  think  the  Ordnance  Department  were  in  superri- 
«on  and  had  their  distribution  of  costs,  when  the  construction  de- 
partment assumed  jurisdiction  they  took  over  the  primary  con- 
struction cost;  they  paid  directly  all  of  the  bills.  They  had  an 
altogether  different  distribution  of  costs,  but  our  records  merely 
carry  the  lump  figure. 

Mr,  Grah.\m.  Can  anybody  tell  us? 

Mr.  ToBET.  The  Construction  Division  record  should  tell  us 

Mr,  Graham.  Can  anybody  tell  us  how  much  was  paid  for  build- 
ings, how  much  was  paid  or  owed  for  labor,  how  mucn  for  fees,  and 
so  on,  so  we  can  get  it?  What  does  that  statement  give  there — the 
lump  sum  ? 

Mr.  ToBET.  That  gives  lump  sum  on  the  cost  of  the  operation. 

Mr,  KiNNEAR.  Being  the  invoices  and  pay  rolls. 

Mr,  Graham.  No;  I  do  not  care  about  that.  I  would  like  te  know 
bow  much  you  paid  for  buildings,  how  much  for  labor,  and  so  on. 
You  spent  three  and  a  half  million  dollars.  I  would  like  to  know 
what  it  was  spent  for. 

Mr.  KiNNEAB.  I  think  you  might  get  it,  approximately,  from 
Maj.  Gray's  record. 

Mr.  Graham.  You  have  nothing  there  but  a  few  buildings,  some 
railroad,  and  a  piece  of  a  dock,  and  800  acres  of  land. 

Mr,  ToBET.  And  quite  a  lot  of  equipment;  I  do  not  know  how 
much ;  approximately  a  million  dollars'  worth  of  equipment. 

Mr.  At.i.bv.  The  power-house  equipment  alone  amounte  to  $248,000. 

Mr.  Graham.  They  took  that  away,  did  they  not? 

Mr.  ToBET.  We  are  showing  it  as  allotted  there  on  our  prime  claims 
because  it  has  not  been  settled  by  anybody. 

Mr,  Graham.  And  $249,000  worth  of  Cornell  equipment. 

Mr.  ToBET.  Power-house  equipment. 

Mr.  Gbahah,  Tliat  has  been  taken  to  one  of  the  arsenals. 

Mr.  Garrett.  To  the  Frankford  Arsenal. 

Mr.  Graham.  And  then  there  is  $55,000  in  power-plant  machinery 
besides,  as  I  remember  looking  at  the  plans,  so  I  have  a  curiosity  to 
know  what  the  Government  got  for  what  it  spent  out  there  in  the 
wav  of  tangible  proper^. 

Sir.  ToBET.  I  think,  Mr,  Graham,  the  cost-making  branch  of  the 
Ordnance  Department  were  the  only  people  who  had  access  to  con- 
struction records.  We  asked  the  construction  division  to  give  us 
access  for  the  distribution  of  accounts,  and  they  might  be  able,  to- 
give  you  a  good  deal  more  detail  than  we  could. 

Mr.  Graham.  Were  you  not  the  engineer? 

Mr.  ToBET.  What  did  you  say? 

Mr,  Graham.  Were  you  not  chief  engineer  of  the  plant? 

Mr.  ToBET,  No ;  I  was  the  treasurer  of  the  Marlin-Bockwetl  Load- 
ing Co. 

Mr,  Graham.  Who  was  the  engineer? 

Mr.  KiNNEAR.  At  the  time  the  construction  was  going  on  Mr.  Mor- 
ris was  chief  engineer.    When  I  came  on,  you  see,  there  was  an  im- 


dt»  Google 


4538  WAB  EXFENDUnBES. 

dense  amount  of  this  material  bought  by  the  construction  division 
of  which  we  have  no  record. 

Mr.  Gbabah.  Mr.  Kinnear,  do  you  not  know,  as  engineer — were 
you  not  on  the  ground  so  you  could  see  the  buildines } 

Mr.  KiNNEAB.  Oh,  yes;  but  I  came  there  shortly  before  the  sign- 
ing of  the  armistice. 

Mr.  Graham.  Do  you  not  know  what  buildings  were  there,  and  of 
what  type  they  were  ( 

Mr.  KiMMEAR.  I  had  a  general  idea,  but  I  did  not  make  a  survey 
■of  the  plant  with  such  particularity  as  to  remember  all  those  little 
details.  We  have  some  records,  but  I  think  they  are  with  the  con- 
struction records  that  were  turned  over  to  the  construction  division. 

Mr.  Qrahah.  I  would  like  to  know  what  buildings  are  there.  I 
think  you  better  state  for  the  record,  if  you  will,  what  buildings  are 
on  the  grounds  and  how  large  they  are,  approximately. 

Mr.  Kinnear.  We  would  nave  to  search  our  records  and  plans  and 
visit  the  site  to  see  just  what  remains  there  at  the  present  time. 

Mr  Graham.  But  you  knew  what  was  there  I 

Mr.  Graham.  Do  you  know  what  was  there  when  you  left  there? 

Mr.  Kinnear.  No,  sir;  I  don't. 

Mr.  Graham.  DidJi't  you  pay  any  attention  to  itt 

Mr.  Kinnear,  No,  sir. 

Mr.  Graham,  I  don't  understand  why  you,  as  an  engineer  on  the 
".plant,  can't  tell  us  how  many  buildings  are  on  that  ground. 

Mr.  KiNKEAR.  Because  I  do  not  recall  the  exact  number.  I  would 
liave  to  go  over  the  plans  and  check  them  off  and  refresh  my  recollec- 
tion. I  never  counted  the  bunk  houses  or  the  dormitories  erected  on 
the  property. 

Mr.  Graham.  Do  you  know  how  big  the  bunk  houses  were? 

Mr.  KiNMEAB.  To  accommodate  about  60  men. 

Mr.  Graham.  How  long  were  they,  and  how  broad  i 

Mr.  Kinnear.  I  do  not  carrj-  that  in  my  mind,  I  was  (mly  there. 
Mr.  Chairman — I  became  connected  with  the  project  only  about  four 
or  five  days  before  the  signing  of  the  armistice, 

Mr.  Graham.  Did  you  remain  there  some  considerable  time  after 
the  armistice ! 

Mr.  Kinnear.  Off  and  on;  I  was  not  there  all  the  time;  every 
"week  probably  a  couple  of  days. 

Mr.  Graham.  Your  office  was  at  Wilmington,  was  it,  principally? 

Mr.  Kinnear.  Yes,  sir. 

Mr.  Graham.  Did  you  have  any  waterworks  system  out  therel 

Mr.  Kinnear.  The  system  was  projected  and  some  work  has  been 
•done  on  it,  but  it  was  not  completed.  We  have  a  complete  history 
of  the  project  prepared  subsequent  to  the  termination  of  the  contract 
which  was  handed  to  the  commanding  officer  of  the  post  and  by  him 
turned  over  to  the  claims  board  in  Philadelphia. 

Mr.  ToBT.  Was  it  turned  over  to  the  claims  board  or  the  Ordnance 
Board? 

Mr.  Kinnear.  The  chief  of  that  district  of  the  ordnance. 

Mr,  Graham.  Is  this  statement  that  is  here  a  correct  statement! 

Mr.  Tort.  That  was  a  statement  prepared  by  our  auditor,  yester- 
day ;  I  think,  Mr.  Chairman,  it  is  correct.  I  have  been  out  of  touch 
with  it  for  some  time. 
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Mr.  Graham.  If  it  is  correct,  I  think  it  may  go  into  the  record 
lor  what  it  shows. 
Mr.  KiMNEAR.  It  is  correct  so  far  as  I  know. 
(The  statement  referred  to  is  a^  follows:) 

Co»t  of  project,  Marlin-Rocktoell  Loading  Co. 
Expended: 

Ordnaoce  Department  dld)ursements $1,005,055.57 

Ordnance  Department  fee 37.909.72 

$1, 042, 965. 2ft 

ConstructloD  Division  disbursements 1,960,967.61 

Constrnction  Divlsloa  fee 106, 439.  27 

2,067,406.88 

Outstanding — 

Form  10,  claim,  executlre  salaries 27, 707.  58 

Interest 219. 78 

Damage  claims,  material  claims,  con- 
tractors' refund ments,  Cornell  equip- 
ment, freight  and  demurrage,  rails  and 
fittings 2»4. 55T.  19 

Pees  due  agent 204, 232. 94 

Agent's  claim 526,717.49 

Accounts  paid  by  Washington — 

Freight 257, 478. 20 

Rail 08, 000. 00 

Condemnation  of  railroad  right  of  way.-  33, 000. 00 

Abe  Jones  land 22,000.00 

Demurrage 8, 663. 00 

88».  141. 20 

Cost 4, 026. 230. 86 

Credits  that  will  apply : 

Rail  and  fittings 32.500.00 

Do 57, 096. 85 

Cornell    equipment 249,  OSS.  00 

Transfer  to  other  camps 45,987.00 

Power-house  equipment Ki,  000. 00 

439, 671. 86 

Final  cost 8,586,669.01 

Capt.  J.  C  Jones's  figures 3,685.670.59 

Mr.  Jeffekis.  Mr.  Toby,  this  contract  was  entered  into  on  May  22 
for  this  Barlow  bomb,  was  it;  that  is  what  you  were  going  to  make, 
wasn't  it? 

Mr.  Tc»ET.  Among  other  things — we  were  not  going  to  make  any- 
thing; we  were  going  to  load  bombs  marked  1  to  6.  There  are  many 
kinds  of  bombs;  the  Barlow  bomb  was  known  as  a  fragmentation 
bomb ;  it  explodes  about  6  feet  above  the  ground  and  was  used  against 
troops.  It  was  not  the  demolition  bomb,  where  you  wanted  to  destroy 
huildings  and  not  necessarily  human  life. 

Mr.  Gabrett.  I  want  to  call  your  attention  that  this  morning  you 
described  that  Barlow  bomb  as  a  demolition  bomb. 

Mr.  ToBET.  Tliank  you ;  I  want  to  change  that  then,  if  I  did.  The 
Barlow  bomb  is  a  fragmentation  bomb. 

Mr,  Jepteris.  Does  this  contract  call  for  the  loading  of  6  bombs? 

Mr.  ToBEY.  No;  the  6  contracts  are  six  different  sizes.  The  Bar- 
low bomb  is  a  fragmentation  bomb ;  it  is  dropped  on  the  ground ;  and 
the  other  is  a  demolition  bomb;  these  demolition  bombs  are  six  dif- 
ferent sizes,  marked  1  to  6. 
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Mr.  Jeffebis,  Why  did  they  want  to  go  on  with  this  contract  after 
they  decided  in  June,  1918,  not  to  have  anything  more  to  do  with  tha 
Barlow  bomb! 

Mr.  ToBET.  Because  the  Barlow  bomb  was  only  one  of  the  bombs  to- 
be  loaded.  For  the  Barlow  bomt^  they  intended  to  substitute  the 
Cooper  bomb,  which  was  a  British  product  It  was  cheaper  and  prob- 
ably production  could  be  more  promptly  obtained  and  probably  was 
not  of  such  delicate  mechanism.  I  am  not  enough  of  an  expert  to 
know  which  was  the  better,  but  those  are  the  reasons  assigned. 

Mr.  Jefferis.  You  wouldn't  know  any  of  those  bombs  apart, 
would  you,  unless  some  one  told  you  ( 

Mr.  ToBEr.  Oh,  ves:  I  think  so. 

Mr.  Jefferis.  Were  they  manufacturing  any  of  those  bombs  any- 
where else  in  the  United  States,  or  loading  them! 

Mr.  ToBET.  Not  loading  them,  I  think ;  and  I  think  this  was  the 
only  contract  for  the  loadmg  of  aerial  bombs  that  was  made. 

Mr.  Jeffebis,  Do  you  think  they  were  making  any  in  the  United 
States? 

Mr.  ToBET.  They  were  making  some  in  some  factory  in  Wisconsin, 
I  understood,  and  there  were  a  number  made  in  the  Marlin-Bockwell. 
in  the  Philadelphia  corporation. 

Mr.  Jefferis.  Were  they  loaded! 

Mr.  ToBF.T.  None  of  them  were  loaded  because  the  loading  was 
confined  to  this  operation,  and  this  was  not  completed. 

Mr.  Jefferis.  So  we  never  got  to  using  any  bombs,  then,  on  the 
troops? 

ilr.  ToBEY,  To  my  knowledge  no  bombs  of  the  aerial  bombs  used  on 
aeroplanes,  manufactured  in  America,  were  used,  so  far  as  my  knowl- 
edge extends.    I  think  that  is  correct. 

Mr.  Jefferis.  Had  your  plans  as  you  finally  got  them  finished  or 
agreed  upon  on  Kovember  5  been  perfected  for  loading  bombs  or  not 
or  just  building  the  plant! 

Mr.  ToBEY.  Well,  the  building  of  the  plant  contemplated  by  that 
approval — ^what  was  approved  was  the  various  units  necessary  to  try 
out  the  loading  progrnm. 

Mr.  Jeffehis.  Well,  it  wonld  be  just  the  plant  then! 

Mr.  ToBET.  It  would  be  the  plant  and  the  machinenf  in  it 

Mr.  Jeffebis  (interposing).  Had  you  got  to  definitely  decide 
what  machineiT  you  would  use  for  this  loading  or  not? 

Mr.  Tobet.  Yes;  and  that  was  the  machinery  ordered  from  the, 
American  Laund^  Co.  and  the  others  I  have  mentioned. 

Mr.  Jefferis.  That  was  supposed  to  be  loading  machinery? 

Mr.  ToBBT.  That  was  supposed  to  be  loading  machinery. 

Mr.  Jefferis.  Had  it  ever  oeen  tested  out  or  used  for  that  purpose^ 
or  not? 

Mr.  ToBET.  Well,  the  designs  for  that  loading  machinery  were 
very  largely  gathered  from  two  experts  in  the  Ordnance  Department, 
officers  in  the  British  Army,  who  had  had  experience  in  loading  the 
Cooper  and  other  bombs  in  England.  They  came  over  here,  ana  our 
engineers  and  tlie  engineers  of  the  American  Laundry  Co.  all  got 
togeUier,  and  the  experts  from  England  and  the  experts  here  decided 
what  kind  of  machinery  was  needed,  and  this  machinery  was  de- 
signed and  the  orders  were  placed.  It  was  not  a  very  difficult  propo- 
sition,   Brieflyj  it  was  a  plunger,  just  the  reverse  action  of  an  auger; 


the  powder  was  forced  into  this  until  it  was  filled,  and  then  the 
derice  was  withdrawn.  It  came  on  a  carriage  and  then  the  plunger 
would  CO  in,  and  when  it  was  filled  the  plunger  would  be  withdrawn. 

Mr.  Jeffehib.  And  you  think  they  had  it  fairly  devised  by  Novem- 
ber 5 — this  machinery? 

Mr.  ToBEY.  By  November  5! 

Mr.  Jeffebib.  Yes,  sir. 

Mr.  ToBEY.  Yes;  very  shortly  after  that  the  machinery  contracts 
were  let. 

Mr.  Jeffeieis.  So  that  you  view  the  whole  situation  from  January 
1  to  November  5,  they  had  succeeded  in  arriving  at  what  sort  of 
machinery  and  what  land  of  machinery  they  wanted? 

Mr.  ToBEY.  That  is  about  it;  yes. 

Mr.  Grauah.  We  probably  have  a  good  line  of  Barlow  bombs 
around  some  place,  don't  we,  that  we  have  not  used? 

Mr.  ToBEy.  Well,  I  don't  know  just  how  many  were  manufactured 
in  Philadelphia,  and  I  don't  know  how  many  were  manufactured  in 
Wisconsin.  We  never  got  any  of  them,  but  I  understood  there  had 
been  an  order  for  the  manufacture  of  bombs  in  Wisconsin  some 
place.  We  naturally  would  not  get  them.  We  had  samples,  but 
naturally  would  not  get  them  until  we  had  our  plant  done. 

Mr.  Graham.  Were  they  very  expensive  to  make? 

Mr.  ToBET.  I  don't  know  how  expensive  they  were  to  make;  I  have 
no  imowledge  of  that? 

Mr.  Grahah.  But  you  do  know  there  were  a  good  many  of  them 
made;  and  I  thought  I  heard  you  say  none  of  them  had  been  used? 

Mt.  ToBET.  I  say,  so  far  as  I  know,  no  bombs  made  in  America 
were  used  by  our  Army  or  any  army,  because  I  have  always  been 
told  that  ours  was  the  only  aerial-bomb  loading  plant  in  America; 
so  I  reached  that  conclusion. 

Mr.  Jetferis.  Do  you  feel  that  if  these  plans  had  been  perfected 
by  the  Ordnance  Department  earlier  in  the  year  that  you  could  have 
completed  this  plant  early  and  got  it  into  operation  ? 

Mr.  ToBET.  Partial  operation,  yes;  and  I  base  that  on  the  esti- 
mates of  people  that  are  more  familiar  with  that  actual  construction 
than  I  am.  Mr.  Kinnear  has  told  me — and  he  has  had  a  vast  amount 
of  experience  in  engineering — that  he  hasn't  any  doubt  that  every 
contract  obligation  would  have  been  met  if  we  had  got  our  designs. 
Do  you  substantitiate  that,  Mr.  Kinnear? 

Mr.  Kinnear.  I  do, 

Mr.  Graham.  Do  you  know  whether  there  was  any  material  on  the 
iiad  to  the  plant  at  the  time  of  the  signing  of  the  armistice? 

Mr,  ToBT.  Yes ;  there  was  a  large  quantity. 

Mr.  Graham.  What  sort  of  material? 

Mr.  ToBT.  Why,  lumber,  and  tile  pipe,  and  brick,  and  all  kinds  of 
construction  material. 

Mr.  Graham.  Can  you  make  an  estimate  of  its  value  and  amount? 

Mr.  Toby.  Well,  I  should  say  that  it  was  considerably  in  excess  of 
«500,000. 

Mr.  Graham.  And  how  many  carloads  of  it! 

Mr,  Tobt.  Over  500  carloads  of  it  were  received  after  the  armistice. 

Mr.  Graham,  What  was  done  with  it? 

Mr.  Toby.  Well,  it  was  received  there,  and,  of  course,  immediately 
apon  the  cancellation  of  the  contract  the  custody  of  all  that  material 
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passed  to  the  salvage  department  of  the  district  claims  board ;  they 
nad  authority  to  remove  it  as  they  saw  fit,  and  some  of  it,  I  mider- 
stand,  has  been  removed. 

Mr.  Graham.  Well,  did  it  lie  there  on  the  ground? 

Mr.  Toby.  Ko;  immediately  upon  the  cancellation  of  the  ccmtract 
all  the  force  we  had  were  put  to  putting  it  under  cover  and  taking  the 
best  possible  care  of  it.  Bricks  were  put  in  neat  piles  and  some  of 
the  other  material  was  put  in  the  storage  bouses.  Tile,  and  such 
material  as  would  not  deteriorate  or  could  stand  the  weather  was  left 
to  stand  out^  but  the  rest  was  stored  as  far  as  possible  with  our 
storage  facilities. 

Mr.  Graham.  Do  you  know  what  has  become  of  that  stuff? 

Mr.  ToBT.  I  do  not,  Mr.  Chairman^  because  it  is  moving  all  the 
time.    It  might  be  moved  from  that  point  to  some  other  point. 

Mr.  Graham.  Was  it  there  the  last  time  you  saw  it? 

Mr.  ToBT.  A  good  deal  of  it  was,  but  I  have  not  been  down  there 
much  since  the  5rst  of  the  year.  It  was  taken  out  of  our  jurisdiction 
after  the  cancellation  of  our  contract,  and  my  attention  was  de- 
voted to  cleaning  the  thing  up  &s  expeditiously  as  possible.  That  was 
office  work  more  than  work  on  the  grounds. 

Mr.  Jeffebis.  Who  was  it  of  the  construction  division,  represent- 
ing the  Government  that  took  charge  of  this  matter  for  the  Govern- 
ment? 

Mr.  ToBT.  Well,  the  contract  officer  on  the  job,  Maj.  William  B. 
Gray;  he  stayed  there;  he  was  the  contracting  officer  on  the  job.  He 
was  there  when  I  left  and  I  think  got  out  of  there  and  out  of  the 
service  simultaneously,  about  the  1st  of  April. 

Mr.  Jbfferis.  Do  you  know  where  he  lives? 

Mr.  ToBT.  I  think  originaUy  he  was  a  resident  of  Harrisbnrg,  Pa. 

Mr.  Jefferis.  That  is  all. 

(And  thereupon,  at  5.40  p.  m..  the  committee  adjourned.) 
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SUBCOMHITTEE  No.  5    (OrDN&NCB) 

OF  THE  Select  Cohuitiee  on 

ExpENDirUItES  IN  THE  WaR  DeF&RTHBNT, 

HocsE  OF  Representatives, 

Monday,  October  6, 1919. 
The  committee  met  at  11  o'clock  a.  iii.,  pursuant  to  call  of  the- 
chairman,  Hon.  William  J.  Graham   (chairman)   presiding.     Also, 
present:  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Oarrett. 

TESTIHONY  OF  US.  CLAIB  rOSTEK. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  GttAHAH.  This  subcommittee  on  ordnance  has  had  under  in- 
vestigation various  matters,  and  among  other  things,  in  looking  over 
the  files  in  the  matter  of  the  Marlin-Rockwell  Loading  Co.  we  found 
a  report  of  yours  which  was  filed  as  of  October  23,  1918,  which  goes 
into  the  relation  of  the  Marlin-Rockwell  Co.  and  the  Ley  Co.,  and 
the  condition  of  the  plant,  and  so  on,  quite  extensively.  That  was  in- 
troduced and  became  a  part  of  the  record  of  this  committee.  After- 
wards SMne  of  the  gentlemen  who  were  officers  of  the  Marlin- 
Kockwell  Loading  Co.  appeared  before  this  committee  and  gave  evi- 
dence quite  extensively  about  the  delays  in  the  plant  and  trie  plans 
of  the  Government  as  to  their  plant.  Xow,  we  thought  it  advisable 
to  call  you  and  see  just  what  jour  knowledge  was  of  these  matters, . 
and  to  get  such  facts  into  the  record  as  you  were  co^izant  of. 

When  were  jou  attached  to  the  War  Department,  Major? 

Mr.  Foster.  From  March,  1918,  until  March,  1919. 

Mr.  Graham.  Before  going  into  the  service,  what  was  your  busi- 
ness? 

Mr.  Foster.  A  farmer. 

Mr.  Graham.  Well,  had  you  any  technical  knowledge! 

Mr.  Foster.  Well,  all  my  life,  except  for  the  last  five  years,  I  have 
been  in  construction  and  building  mostly. 

Mr.  Graham.  Engineering,  or  what  kind! 

Mr.  Foster.  Buildings,  mostly. 

Mr.  Graham.  Of  your  own! 

Mr.  Foster.  No ;  I  worked  for  other  people ;  I  was  not  alone ;  I 
was  in  other  companies ;  I  was  not  alone. 

Mr.  Graham.  What  companies  were  you  connected  with! 

Mr.  Foster.  Mostly  the  Fuller  Co.  and  the  Th(«npson-Starrett  Co. 

Mr.  Graham.  When  you  came  into  the  War  Department  did  you 
come  in  at  the  request  of  anyone ! 
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Mr.  Foster.  I  was  sent  for  by  some  people  in  the  Shipping  Board: 
I  got  quite  a  preemptory  sort  of  a  telegram  saying  I  was  wanted 
down  here,  and  they  offered  me  any  one  of  two  or  three  jobs;  I  don't 
remember  what  it  was,  and  they  did  not  seem  to  be  my  kind  of 
jobs ;  I  was  not  fitted  for  that  work ;  I  did  not  know  anything  about 
ships  or  anything  of  that  Icind,  and  I  told  them  that  I  would  get 
them  a  man  that  would  do  the  job  better  than  I  could,  and  they  com- 
missioned me  to  go  off  to  New  York  and  get  a  man,  and  I  got  this 
man  and  got  him  out  of  his  business  and  brought  him  down  here, 
and  they  let  me  out  I  did  not  want  to  say,  '*Ko;  I  can't  take  the 
job,"  without  doing  something  to  help  them  out.  And  by  this  time 
I  had  become  rather  imbued  with  the  thought  of  doing  something 
instead  of  staying  on  the  farm,  so  I  looked  around  to  see  what  I 
was  fitted  to  clo,  so  I  bumped  into  CoL  Starrett,  who  was  chainnan 
of  the  emergency  construction  committee  of  the  War  Industries 
Board,  and  immediately  lie  took  me  up  to  Gen.  Pierce,  I  think  he 
was  on  that  board,  or  he  was  the  War  Department  representative 
on  the  War  Industries  Board,  and  Mr.  Baruch,  and  they  told  me 
to  come  in  there  and  be  a  part  of  Starrett's  committee,  the  con- 
struction  committee ;  I  worked  on  that 

Mr.  Graham  (interposing).  Up  to  that  timeliad  you  been  ^ven 
a  commission  ? 

Mr.  Foster.  No;  just  when  I  came  in  there  then.  In  one  capacity 
I  worked  for  tliat  committee  all  the  time,  and  in  another  I  worked 
■directly  for  the  Assistant  Secretary  of  War. 

Mr.  Graham.  Mr,  Crowelli 

Mr.  Foster.  Yes;  doing  all  sorts  of  things,  just  like  this  Marlin- 
Bockwell  thing. 

Mr.  Graham.  What  commission  were  you  given? 

Mr.  Foster.  Major. 

Mr.  Graham.  In  what  department? 

Mr.  Foster.  I  dont  know  whether  it  was  the  Engineers  or  what 
it  was;  I  don't  know  much  about  military  matters,  as  you  will  see. 

Mr.  Graham.  You  acted  under  the  direction  of  Mr.  Crowdl, 
Assistant  Secretary  of  War,  in  the  work  that  you  did  after  that, 
■did  you? 

Mr.  Foster.  Well,  we  were  doing  jobs  at  this  time,  at  the  same 
time  we  were  doing  our  War  Industry  Board  job;  at  the  same  time; 
at  any  time  we  had  any  time  to  spare  we  rushed  off  and  inspected 
some 

Mr.  Graham  (interposing).  Inspected  some  plants? 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  And  that  you  did,  I  suppose,  at  the  direction  of  Mr. 
Crowein 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  Well,  now,  was  it  as  a  result  of  any  directions  you 
got  that  you  visited  this  Marlin-Rockwell  loading  plant? 

Mr.  Foster,  Yes,  ar. 

Mr.  Graham.  Who  did  the  orders  come  from? 

Mr.  Foster.  From  Mr.  Crowell's  office;  I  don't  remember  whether 
they  came  from  him  personally;  I  remember  that  my  credentials  I 
went  up  there  with  were  signed  by  Mr.  Crowell, 

Mr.  Graham.  Did  anyone  go  with  you  on  that  occasion? 

Mr.  Foster.  No.  sir. 
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Mr.  Graham.  How  long  before  October  23,  1918,  was  it  that  you 

Sit  up  there  about:  I  notice  your  report  is  dated  that  day ;  when 
d  you  sctually  goi 

Mr.  FoETnx.  I  could  not  tell  you  that  now,  but  sometimes  these 
reports  are  written  up  within  a  few  days  after  I  return,  and  sometimes, 
in  the  press  of  other  business,  they  would  have  to  hang  over  for  two 
or  three  weeks. 

Hr.  GoAHAU.  Do  you  remember  the  contracts  in  that  particular 
«iset 

Mr.  Foster.  Pret^  well. 

Mr.  Graham.  There  was  the  principal  contract  with  the  Marlin- 
Kockwell  Loading  Co.! 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  By  which  they  were  to  act  as  the  agents  of  the  Grov- 
eminent,  &nd  then  they  employed  as  their  contractor  Edward  T.  Ley  1 

Mr.  FoBTER.  F.  T.  Lev. 

Mr.  Graham.  Yes.  Now,  did  you  examine  those  contracts  at  the 
time  up  there? 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  I  notice  you  make  certain  observations  in  here  about 
what  kind  of  contract  it  was,  and  whether  the  Government  was  fairly 
or  unfairly  treated ;  what  have  you  to  say  about  those  contracts  in 
general,  such  as  this  one  they  had,  as  to  the  fairness  of  the  contract  to 
the  Government? 

Hr.  Foster.  Well,  to  go  back  and  reconstruct  the  situation  as  it  was 
then,  I  would  think  that  that  was  a  fair  contract  that  the  Government 
made  with  the  Marlin-Rockwell  Loading  Co.,  when  the  Government 
required  a  great  quantity  of  a  certain  kind  of  munitions  and  had  to 
look  for  somebody  to  turn  that  stuff  out,  they  invariablv  ran  against 
a  manufacturer  who  did  not  have  the  means  or  materials  to  turn  out 
the  materials  in  the  time  necessary,  so  that  it  was  necessary  for  the 
Government  to  put  up  the  mwiey ;  that  is,  to  hire  that  manufacturer, 
the  same  as  it  would  hire  you  or  me  as  an  employee. 

Mr.  Graham,  I  notice  you  comment — by  the  way,  let  me  suggest 
to  you  if  you  have  not  read  this  statement  lately 

Mr.  Foster  (interposing).  No,  sir. 

Mr.  Graham,  (continuing).  You  should  do  so  before  this  examina- 
tion proceeds,  I  believe;  you  ought  to  look  it  over  so  that  you  can 
answer  us  intellimntly  about  it. 

Mr.  Foster.  Well,  it  would  undoubtedlv  refresh  my  memory;  I 
have  not  seen  it  since^  but  I  have  a  very  goot^  memory. 

Mr.  Graham.  I  thuk  you  had  better  run  over  it. 

(Thereupon  the  committee  stood  informally  on  a  recess  until  the 
witness.  Mr.  Fosterj  examined  the  statement  in  question.) 

Mr.  FoffFER.  I  think  I  am  ready.  Mr.  Graham. 

Mr.  Graham.  You  have  refreshed  your  memory  now  by  reading 
the  report  t 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  Now,  do  you  care  to  modify  your  former  answer  any 
to  any  extent  about  which  you  speak  of  the  fairness  of  this  contract? 
I  see  DT  this  report  you  speak  ot  that  particular  fact  in  paragraph  3. 

Mr.  Foster.  Yes ;  that  is  true.  I  do  not  think  that  this  contract  was 
fair  in  that  req>ect. 
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Mr.  Grahah.  In  what  reepectf 

Mr.  Foster.  I  think  that  the  amount  they  would  have  paid  the 
Marlin-Rockwell  Co.  would  have  been  all  right  if  those  fellows  had 
shown  a  disposition  to  make  good;  if  they  had  put  the  right  kind  of 
practical  men  on  the  job. 

Mr.  Ghabah.  What  did  you  see,  Major,  when  you  went  down  there? 
Tell  the  committee  now  what  the  situation  was  as  you  observed  it, 
and  what  you  did  there  and  what  you  found  out;  without  reference 
to  your  report,  tell  us  what  you  actually  saw. 

Mr.  Foster.  Tlie  first  thing  I  did  was  to  go  down  to  the  plant, 
and  I  was  very  unfavorably  impressed  by  the  site,  to  begin  with. 

Mr.  Grahau.  What  was  the  matter  with  it? 

Mr.  FoBTSB.  Oh,  it  was  nearly  all  low  and  swampy  ground;  it  was 
subject  to  inundation,  and  I  had  passed  on  the  way  down  several 
sites  that  at  first  glance  looked  to  be  much  better,  much  closer  to 
Wilmington,  and  those  -sites  I  went  all  over  very  carefully,  and  of 
the  several  that  were  available  I  could  not  find  any  one  that  was  not 
better  than  that  one.  Now,  the  first  thing  that  struck  me  was  the 
poor  site. 

Mr.  Graham.  Now,  the  gentleman  who  represented  this  company 
testified  before  this  committee  that  there  was  a  double  reason  for 
taking  this  land ;  in  the  first  place,  that  it  was  availabla  to  the  river, 
a  frontage  on  the  river ;  and  m  the  second  place,  it  was  far  removed 
from  the  city  of  Wilmington,  where  explosions,  if  they  occurred, 
would  not  do  any  particular  harm,  and  in  that  marshy  ground  ex- 
plosions would  lose  their  force  to  a  considerable  extent.  Now,  that 
IS  the  reason  they  pave  for  the  location  in  that  particular  place;  what 
have  you  to  say  about  that? 

Mr.  Foster.  Well,  tlie  reason  that  they  gave  me — the  first  reason 
that  the  then  manager  of  the  Loading  Co.  gave  me  was  that  the 
ground  was  too  expensive  over  there  by  the  river,  and  when  I  pointed 
out  that  the  difference  in  the  expense  of  ground  did  not  amount 
to  a  hill  of  beans,  compared  with  the  building  expenses  on  this  site, 
as  they  finally  chose,  then  he  finally  said,  "  Well,  we  couldn't  get  any 
foundations  on  the  other  site."  I  think  1  told  all  that  in  here.  He 
said  tliat  he  put  down  test  holes  and  found  quicksand.  That,  of 
course,  I  disproved;  I  found  the  man  that  he  said  put  down  the 
test  holes,  and  that  man  told  me  that  he  had  not  put  down  any 
test  holes,  and  that  neither  he  nor  any  other  man  had  found  any 
quicksand.  So  that  let  that  out  out  of  my  calculations;  I  did  not 
have  anything  more  to  do  with  him. 

Mr.  Graham.  What  about  the  danger  of  explosions! 

Mr.  Foster.  That  I  am  not  expert  on.  The  ordnance  people 
might  have  told  them  that  was  a  better  site  than  the  others  farther 
north.  The  others  were  practically  just  as  much  isolated;  they  were 
miles  from  anywhere.  There  were  little  settlements  just  as  Dear 
this  place  as  they  are  the  other  sites  farther  up  the  river. 

Mr.  Graham.  Were  those  sites  subject  to  the  criticism  of  being 
low  and  marshy? 

Mr.  Foster.  No  ;  that  is  what  I  particularly  objected  to,  becauae 
it  was  so  hard  to  do  work  there.  If  the  plant  was  required  at  al),  it 
was  required  in  a  big  hurrj-,  and  you  could  not  do  anything  in  a 
hurry  at  that  place. 

Mr.  Graham.  Why?    Wliat  was  the  character  of  the  soilt 
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Mr.  Foster.  Nearly  all  of  it  was  low  and  marshy  and  had  a  dike 
along  the  river,  and  every  time  the  dike  gave  way  the  whole  place 
was  inundated.    The  buildings  had  to  be  set  on  pilings. 

Mr.  Graham.  Were  the  buildings  that  were  built  set  on  pilings? 

Mr.  Foster,  There  weren't  any  built.  They  were  to  be  on  pilings. 
They  hadn't  any  there  when  I  was  there;  they  had  the  temporary 
stuff,  like  the  office  building,  and  the  barracks  for  the  workmen  to 
lire  in. 

Mr.  Graham.  Were  they  on  this  low  ground  ? 

Mr.  Foster.  No;  they  were  on  the  higher  ground.  They  hadn't 
done  a  thing  toward  turning  out  bombs. 

Mr.  Graham.  Well,  did  they  build  any  roads  or  docks  down  there? 

Mr.  Foster.  Yes;  they  had  done  some  dredging  to  build  some 
roads.  There  was  a  terrible  lot  more  to  build  there;  I  remember 
that. 

Mr.  Graham.  Was  it  through  the  low,  swampy  land  they  were 
building  the  roads! 

Mr.  F08TEK,  Yes;  I  remember  one  road  there  that  they  were  build- 
ing, and  they  had  to  huild  a  good  many  to  get  to  the  main  plant.  I 
did  not  see  them  all,  all  the  main  buildings  down  there,  but  big  ware- 
houses and  things  like  that. 

Mr.  Graham.  Was  there  some  high  land  back  of  this  land? 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  What  was  it,  hill  land  ? 

Mr.  Foster,  No;  maybe  20  or  30  feet  higher  than  the  river,  and 
fairly  level. 

Mr.  Graham.  Do  you  know  whether  they  changed  the  location  of 
the  plant  after  vour  visit  there,  or  before  your  visit  there? 

Mr.  Foster,  before  they  did ;  at  first  the  whole  plant  was  designed 
down  on  this  fiat,  and  then,  I  believe,  through  the  inteirention  or  the 
Ley  Co,  the  manufacturing  buildings  were  shifted  up  on  the  higher 
ground,  and  the  warehouses  and  things  like  that,  and  storehouses, 
were  still  on  the  fiat  when  I  was  there;  that  is,  they  were  planned  to 
go  down  there. 

Mr.  Graham.  Those  were  all  temporary  buildings,  however,  so  far 
■s  you  could  see  them  ? 

Mr.  Jeftbhis,  There  weren't  any  up. 

Mr.  Foster.  None  of  the  permanent  buildings  were  up  when  I  was 
there.  All  that  was  up  was  store  and  office  buildings  and  barracks 
for  the  workmen  that  were  going  to  construct  the  plant, 

Mr.  Graham.  Was  there  anything  on  the  fiat  land  when  you  were 
there — any  buildings? 

Mr,  Foster,  I  think  not, 

Mr.  Graham,  Everything  was  on  the  high  land  ? 

Mr.  Foster.  Yes;  but  there  wasn't  anything  permanent  built 
there. 

Mr.  Graham.  How  many  acres  was  there  in  that  tract,  about; 
how  large  a  tract  was  it? 

Mr.  I^STEK.  This  is  merely  a  guess  now 

Mr.  Graham  (interposing).  Well,  I  wouldn't  want  you  to  guess. 
How  bye  did  it  look  to  you? 

Mr.  Foster.  It  looked  about  a  half  mile  long  and  a  quarter  of  a 
mile  broad;  a  half  mile  along  the  river  and  about  a  quarter  of  a 
mile  back. 
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Mr.  Graham.  Was  it  a  triangular  piece  of  ground  or  more  of  % 
parallelogram  ? 

Mr.  Foster.  I  can  not  recall  exactly.  Of  course,  I  doat  know 
about  the  property  lines. 

Mr.  Graham.  I  am  talking  about  the  marshy  ground. 

Mt.  Foster.  My  recollection  of  the  marsny  ground  is  it  was 
broader  at  the  north  end ;  that  is,  it  came  something  like  this  and  got 
wider  [indicating  on  piece  of  paper  with  pencil]  ;  here  is  the  higher 
ground,  and  the  temporary  buildings  here  [indicating]. 

Mr.  Graham.  Of  course,  we  canx  get  that  into  the  record,  blajor. 

Mr.  Foster.  No. 

Mr.  Graham.  It  was  a  strip  of  ground  lying  along  the  river,  with 
high  land  back  of  itt 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  Did  you  recommend  at  that  time  that  the  plant  be 
located  some  place  else? 

Mr.  Foster.  Yes,  sir ;  in  that  report. 

Mr.  Graham.  What  was  said  to  you  b;  those  who  were  managing 
this  outfit  down  there? 

Mr.  Foster.  By  the  Marlin-Rockwell  people? 

Mr  Graham.  Yes;  about  the  location  of  the  plant? 

Mr.  Foster.  They  said  it  had  been  approved  by  officers  of  the  Ord- 
nance Department ;  that  the  site  had  heen  approved,  and  they  told 
me  when  and  by  whom,  but  I  can  not  recall  now. 

Mr.  Graham.  How  did  they  get  access  to  this  place;  was  there  a 
railroad  near  it? 

Mr.  Foster.  No;  they  were  building  a  railroad;  they  had  built 
several  miles  of  track  into  it  to  get  their  construction  materials  in 
there. 

Mr.  Graham.  Well,  these  other  locations  that  you  speak  of,  farther 
up  the  river,  were  they  available  or  near  to  a  railroad? 

Mr.  Foster.  Yes;  the  site  that  I  liked,  my  recollection  is  that  the 
railroad  ran  right  through  it. 

Mr.  Graham.  Was  that  the  Lukens  tra«t? 

Mr.  Foster.  Ye'^,  sir. 

Mr.  Graham.  These  officers  say  they  wanted  $1,000  an  acre  for 
that.    Would  that  .cost  have  been  prohibitive? 

Mr.  Foster.  No;  it  would  not,  because  suppose  there  were  200 
acres  in  the  tracts— I  do  not  remember — ^but  suppose  there  were  200 
acres,  $200,000.  Tou  could  throw  away  $200,000  down  in  that 
swamp  just  like  that  [snapping  fingers] ;  I  do  nob  know  that  it  was 
$1,000,  It  rather  ran  m  my  head  that  it  was  $600  an  acre- 
Mr.  Graham.  Well,  you  say  in  your  report  that  they  contended  they 
wanted  $1,000  an  acre, 

Mr.  Foster.  Well,  maybe  so.  The  Government  did  not  have  to 
pay  $1,000  an  acre  for  that  kind  of  land.  The  Government  coald 
have  commandeered  it  or  condemned  it. 

Mr.  Graham,  Yes;  there  was  an  act  of  Congress  by  which  they 
could  have  gone  in  there  through  a  regular  condemnation  pro- 
ceeding. 

Mr.  Foster.  I  think  it  is  a  fact  that  the  War  Department  must 
have  approved  that  site  as  these  fellows  said. 

Mr.  Graham.  Do  you  know  why  that  particular  site  was  selected 
fibove  these  others? 
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Mr.  FoffTEH.  No,  sir;  I  never  did  find  out. 

Mr.  Graham.  What  did  you  obser\-e  about  the  officers  of  the  com- 
pany and  the  way  they  were  doing  their  work,  and  everj-thing;  the 
officers  and  the  men  ? 

Mr.  Foster.  They  were  not  experienced  men,  and  had  not  ability 
as  constmction  men  at  all,  or  as  designers,  of  a  plant,  or  as  operators 
of  a  plant.  At  that  time  nobody  knew  anything  about  loading  shells 
and  bombs:  but  when  we  started  to  load  they  probably  knew,  be- 
cause the  Government  picked  out  people  and  said,  "  Go  out  and 
ieam,"  and  they  did. 

Now,  these  fellows  were  in  the  same  position.  Now,  if  they  had 
been  breaking  their  necks  to  try  to  learn  to  load  bombs  I  would 
have  thought  a  great  deal  of  them,  but  they  were  not.  They  were 
dtting  around  taking  things  easy  and  letting  the  I>y  Co.  do  all 
the  work ;  they  are  constmction  people,  the  Ley  Co. 

Mr.  Graham.  Well,  were  they,  the  Ley  Co.,  doing  much  work? 

Mr.  Foster.  Yes;  the  Ley  Co.  are  able  people;  they  furnished 
all  the  brains  in  the  way  of  construction  there  was. 

Mr.  Grabah.  Several  of  these  oiBcers  were  drawing  large  salaries; 
when  you  were  there  in  the  latter  part  of  October,  what  were  they 
doing;  were  they  on  the  job! 

Mr.  F08TBR.  They  had  an  office  in  Wilmington,  20  or  25  miles 
away. 

Mr.  Graham.  Were  they  at  the  plant  or  at  Wilmington  ? 

Mr.  Foster.  They  were  at  Wilmington. 

Mr.  Graham.  Wno  did  you  see  around  the  plant  in  the  way  of 


Mr.  Foster.  I  do  not  recall,  Mr.  Graham.  There  were  a  great 
many  men  working  there. 

Mr.  Geahah.  What  were  they  working  at? 

Mr,  Foster,  The  dikes  and  construction  and  dredging  and  bar- 
tacks  for  the  workmen,  and  drilling  wells,  and  building  barracks 
for  the  men. 

Mr.  Graham.  What  were  they  drilling  wells  for! 


Mr.  FoffFER.  For  water  supply. 

'  i  they  get  the  water  supply 
Mr,  Foster.  They  were  drilling  wells ;  they  hod  a  great  many  all 


Mr.  Graham.  Where  did  they  get  the  water  supply  from  ? 


around  the  place. 

Mr.  Graham,  At  this  particular  place  where  the  plant  was  to  be 
located,  was  there  deep  water  in  the  river  so  that  ships  could  dock 
there? 

Mr.  Foster,  I  don't  know  how  much  dredging — ^they  had  a  dock 
there,  and  I  remember  standing  on  the  shore  talking  to  Ley's  head 
man  about  the  approach  by  water  there,  and  I  do  not  recall  the 
fact,  but  I  recall  tnat  it  did  not  disturb  me  much;  there  would  be 
no  trouble  about  getting  barges  in  tliere,  I  don't  think  they  could 
get  ships  in  there,  I  think  the  flat  bottom  barges  would  have  to 
pull  out  and  load  the  ships  in  the  stream.  That  is  my  recollertion, 
bat  that  was  not  a  bad  situation, 

Mr.  Graham.  I  notice  you  criticize  the  amount  of  compensation 
that  was  paid.  You  speak  of  the  compensation  of  6J  per  cent  to 
the  Marlin-Kockwell  I^oading  Co.,  that  they  were  not  earning  it. 
The  Ley  Co.  were  only  getting  3J  per  cent,  and  you  criticized  the 
amount  of  compensation  that  was  paid  the  agent. 
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Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  What  have  you  to  say  about  that?  How  could  that 
matter  have  heen  remedied? 

Mr.  Foster.  By  the  agent's  having  the  right  kind  of  brains  on 
the  job  to  earn  his  6  per  cent ;  if  he  had  th6  right  kind  of  people 
there  to  manage  the  job,  I  would  say  that  he  was  not  getting  enough, 
but  it  certainly  was  too  much  to  pay  certain  people  who  were  not 
showing  any  ability  to  carry  out  their  job. 

Mr.  Graham.  Well,  now,  here  is  another  thing:  You  take  these 
contracts  generally;  you  know  the  Ordnance  Department  had  a 
standard  way  of  doing  these  things;  they  would  hire  an  agent  and 
turn  over  to  the  agent  everything,  let  him  pick  the  site  and  pick  the 
contractors  and  do  the  whole  job;  I  suppose  you  saw  a  good  many 
of  those  plants  during  the  time  you  were  in  the  service? 

Mr.  Foster.  Yes.  sir. 

Mr.  Graham,  WTiat  was  your  experience  and  observation  as  to 
the  wisdom  or  lack  of  wisdom  of  that  proceeding? 

Mr.  Foster.  I  never  liked  it,  and  both  Col.  Starrett  and  I  talked 
against  it  repeatedly,  and  spoke  about  it  like  in  here. 

Mr.  Graham.  Now,  t«ll  us — tell  this  committee  what  your  judg- 
ment about  that  plant  was;  what  was  the  matter  with  it,  if  any- 
thing? 

Mr,  Foster,  Well,  the  theory  is  unsound;  that  a  man  who  has 
highly  technical  knowledge  on  a  certain  subject  is  therefore  the 
right  man  to  do  the  construction  work  on  the  plant.  A  doctor  or  a 
surgeon  might  be  the  finest  kind  of  a  surgeon,  but  he  certainly  is  not 
the  man  to  construct  his  surgery ;  he  can  not  build  it  Well,  that  is 
what  is  wrong  with  that  theory.  The  Marlin-Kockwell  people  would 
look  out  for  pupils  to  go  out  and  learn  how  to  load  bombs,  but  there 
is  nothing  in  the  history  of  the  Marlin-Bockwell  Co.  or  those  fellows 
that  they  had  there  that  would  lead  anybody  to  believe  that  they 
had  the  ability  to  design  or  construct  a  plant.  And  that  is  what  is 
wrong  with  all  these  contracts.  Wlien  the  Construction  Division  of 
the  Army  was  set  up  there  was  an  order  came  from  The  Adjutant 
General's  office,  I  think  on  October  5,  1917,  that  thereafter  no  work 
.should  be  done  except  under  the  administration  of  the  Construction 
Division.  The  Construction  Division  had  a  uniform  contract.  You 
know  what  that  uniform  contract  is.  And  if  this  job  had  been  con- 
ducted in  accordance  with  that  order  these  people  would  have  been 
hired  probably  to  design  and  operate  the  plant,  or  they  might  have 
been,  but  they  certainly  could  not  have  been  hired  to  build  it;  that 
would  have  been  given  to  some  expert  builder. 

Mr,  Graham,  Well,  what  I  am  curious  to  know  is  why  is  it  neces- 
sary for  the  United  States  to  hire  an  agent  to  build  a  plant;  that  is, 
hire  an  agent  who  can  hire  builders  to  build  a  plant.  Why  doesn't 
the  United  States — why  wouldn't  it  be  better  for  the  United  States 
to  hire  the  building  direct? 

Mr.  Foster.  It  would. 

Mr.  (traham.  What  is  the  use  of  the  intervention  of  an  agent? 

Mr.  Foster.  It  was  presumed  in  this  case  that  the  agent  was  the 

man  who  was  going  to  know  how  to  do  the  actual  operation  of  the 

plant;  that  is  all  right,  to  hire  some  fellow  to  go  out  and  leam  how 

to  load  bombs. 

Mr,  Graham.  That  is  all  right,  to  have  somebody  to  build  it. 
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Hr.  Foster.  NatuxaUy  you  have  to  have  somebody  to  design  it, 
and  naturally  the  man  whci  knows  bow  to  operate  it  knows  how  to 
desi^  it;  if  he  doesn't,  he  doesn't  know  anything  about  it;  so,  it  was 
all  nght,  I  think,  to  let  these  people  design  and  operate  the  plant, 
not  to  construct  it. 
Mr.  Gkaham.  Well,  did  you  find  that  same  thing  in  other  places? 
Mr.  FosTEB.  Yes,  sir. 

Mr.  Grahau,  Was  it  subje^  to  the  same  criticiam  every  place 
jou  siwf 

Mr.  Fo6Tts.  In  most  cases.  I  know,  I  recall  one  signal  exception 
to  that,  and  that  was  the  big  powder  plant  out  at  Nashville.  I  was 
sent  out  there,  and  I  rather  expected  to  see  something  like  this,  but 
1  was  very  much  surprised.  The  agents  were  the  Du  Pont  Co.,  and 
they  had  an  agent  there  that  was  a  crackerjsck ;  that  is  one  case  where 
it  worked  out  all  right.  But  in  so  many  cases  this  same  objection 
aroEe.  At  Bethlehem  plant  near  Atlantic  City,  they  had  no  experi- 
enecd  builders  and  the  moment  a  builder  went  on  the  job  he  could 
see  it  thoroughly. 

Mr,  Gbahah.  Do  you  know  whether  that  matter  was  called  to  the 
head  of  the  department  at  any  time? 

Mr.  FosTEB,  It  was  called  to  the  attention  of  the  Ordnance  Depart- 
ment many  times,  because  I  heard  Col.  Starrett,  who  was  my  doss, 
argne  that  over  and  over  again. 
Mr.  Gkaham.  With  whom? 

Mr.  Foster.  Oh,  various  people ;  1  can  not  recall. 
Mr.  Graham.  Did  you  ever  hear  him  in  conversation  with  the 
Chief  of  Ordnance  about  the  matter? 

Mr.  FosTEB.  No;  but  Col.  Starrett  has  told  me — this,  of  course, 
would  be  hearsay— but  Col.  Starrett  has  told  me  about  meeting  dif- 
ferent men  in  the  Ordnance  and  telling  them;  and  he  has  referred  to 
it  over  and  over  again  in  reports,  in  reports  he  has  made,  the  same 
as  I  have. 

Mr.  Graham.  Where  are  those  reports;  where  can  they  be  found; 
in  the  War  Industries  Board? 
Mr.  Foster.  They  would  be  in  there  some  place;  yes. 
Mr.  Gbahah.  Did  you  make  your  reports  to  the  War  Industries 
Board  always? 

Mr.  Foster.'  Yes;  because  we  were  finally  working  for  them.  I 
would  make  mine  to  Col.  Starrett,  and  Col.  Starrett  would,  I  think, 
transmit  it  to  Mr.  Baruch ;  I  am  not  dead  sure  about  that,  and  he 
would  probably  transmit  it  to  Mr.  Crowell's  office.  Toward  the  lat- 
ter part  of  our  work  it  may  have  been  we  transmitted  them  direct  to 
Mr.  Crowell's  office;  I  do  not  recall  about  that, 

Hr.  Graham.  How  many  reports  did  you  make.  Major,  approxi- 
mat«ly! 
Mr.  Foster.  Quite  a  number;  I  can  not  recall  them  all. 
Hr.  Graham.  That  was  practically  your  whole  business  there, 
while  you  were  in  the  service,  was  it? 
Mr.  Foster.  No. 

Hr.  Graham.  What  else  were  you  doing? 

Mr.  FosTEB.  I  was  a  ntember  of  that  emergency  construction  com- 
mittee, and  the  duty  of  that  committee  was  to  recommend  con- 
tractors for  specific  openations  around  the  countty  and  that  was  all 
m  connection  with  the  -v%oTk  of  the  Construction  Division.    We  had 
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made  a  survey,  you  know,  of  the  whole  construction  industry  of  the 
country. 

Mr.  Gbahah.  Do  you  think  the  location  of  that  plant  there,  tho 
Marlin-Rockwell  loading  plant,  at  the  place  where  it  was,  entailed 
any  additional  cost  to  the  Government? 

Mr.  Foster.  Yes;  I  know  it  did;  surely.  Wlien  I  say  it  was  a  bad 
site,  Mr.  Graham.  I  speak  only  from  the  builder's  point  of  view. 
I  heard  a  lot  of  Ordnance  men  talk  about  the  site  and  talk  about 
the  objections  to  other  sites,  but  their  talk  never  convinced  me  that 
the  other  sites  could  not  be  used  just  as  well  as  that  one,  even  from 
their  own  point  of  view.  I  never  got  that  impression,  but  from  thft 
point  of  view  of  a  builder  it  was  distinctly  a  bad  site  and  hard  to 
work  through.  The  Ley  Co.  were  just  as  cognizant  of  that  as  any- 
body. 

Mr.  Graham.  What  officer  of  the  Ley  Co.  do  you  suppose  would 
have  the  best  knowledge  of  that  situation ! 

Mr.  Foster.  Mr.  Sic^man ;  he  is  vice  president. 

Mr,  Graham.  Where  is  he;  in  New  York? 

Mr.  Foster.  I  don't  know ;  I  have  never  seen  him  since  the  day  I 
was  up  there.    He  is  a  very  ai>le  man. 

Mr,  Graham.  Do  you  know  about  when  the  Govenimwit  aban- 
doned the  lower  land  as  a  site  for  building! 

Mr.  Foster,  No,  sir;  they  made  a  great  many  plans,  you  know — 
tentative  layouts — and  just  which  one  moved  it  up  to  the  higher 
ground  I  do  not  recall. 

Mr.  Graham.  You  speak  of  a  conversation  you  had  with  some  one 
connected  with  the  United  States  Railroad  Administration  relative 
to  the  location  of  this  plant  in  here;  can  you  remember  that  conver- 
sation; what  the  purport  of  it  was? 

Mr.  Foster.  I  went  to  see  him 

Mr.  Graham  (interposing).  Who  was  it,  do  you  know! 

Mr.  Foster.  Mr.  Powell ;  I  think  that  is  his  name ;  T.  C.  Powell. 
And  I  may  have  seen  others,  too,  but  I  do  not  recall.  I  went  to  see 
those  fellows  to  see  if  there  was  any  objection  to  these  other  sites 
farther  up  the  river  from  the  operating  point  of  view — railroad 
operating  point  of  view. 

Mr.  Graham.  Proceed. 

Mr.  Foster.  From  the  railroad  point  of  view  these  other  sites 
were  much  better. 

Mr.  Graham.  But  the  one  item  of  danger  to  people  from  explo- 
sions jou  did  not  go  into  extensively? 

Mr."  Foster,  No.  I  heard  Ordnance  people  talking  about  it.  We 
had  meetings  there  in  the  Assistant  Secretary's  office, 

Mr.  Graham.  Who;  Mr.  Crowell's  office? 

Mr,  Foster.  He  was  not  present,  but  some  of  his  people  were. 
That  was  after  we  had  recommended  that  the  work  be  abandoned 
and  go  to  a  new  site.  Starrett  and  I  were  convinced  that  you  coidd 
abandon  that  work  that  had  already  been  done — that  temporary 
work — and  go  to  a  new  site  to  finish  up  quicker  than  you  could  in 
that  swamp.  There  were  a  great  many  conferences  and  investiga- 
tions after  that.  Mr.  Crowellhad  the  Construction  Division  men  go 
up  there  and  investigate  it,  and  he  had  the  Ordnance  fellows  investi- 
gate certain  theories,  and  we  had  conferences  then,  and  the  way 
the  thing  finally  boiled  down  they  decided  that  it  would  take  » 
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longn*  time  to  pick  up  stakes  and  acquire  a  new  site  and  therefore 
it  would  be  better  to  go  on  with  the  work  wiiere  they  had  started. 

Mr.  Gkaham.  At  that  time  was  the  Government  figuring  on  mak- 
ing a  pemuuient  plan  of  this  i 
Mr.  FoereK.  I  don't  know ;  I  think  not. 

Mr.  Gkahah.  Did  the  Government  have  any  representative  down 
there  at  the  plant  when  you  were  there ! 

Mr.  FoeTER.  Yes;  they  had  one  or  two,  but  nobody  to  amount  to 
inythiDg.  They  had  some  young  lisutenant  down  there  who  was 
more  or  less  of  a  rubber  stamp,  you  know.  Immediately  then,  though 
ihey  did  put  the  job  in  the  bands  of  the  Construction  Division,  and 
the  Construction  Division  put  some  good  men  on  there;  they  took 
riebt  bold  of  the  thing  and  started  to  pull  it  out. 

Mr,  Gkaham.  Well,  what  was  your  experience  about  finding  Gov- 
ernment representatives  around  at  the  various  plants  in  the  summer 
of  1918;  was  the  Government  creditably  represented  at  those  various 
plants  tjiat  you  visited  in  most  instances  t 

Mr.  FoffTER.  Well,  at  the  Marlin-Bockwell  plant,  until  the  time 
that  the  Consruction  Division  took  charge  of  the  job  there  wasn't 
any  adequate  representation  there.  At  the  Bethlehem  loading  plant, 
there  was  no  "proper  representation  until  after  the  Constniction  Di- 
vision took  it  over.  1  am  trying  to  think  of  some  of  the  others. 
.Vt  that  DuPont  job  there  was  very  able  representation  of  the  Gov- 
ernment ;  some  officers  there  who  were  smart  men.  Out  at  Alliance, 
Ohio,  the  Morgan  Engineering  Plant,  a  big  gun  plant,  there  was 
nobody  there  to  ambimt  to  anything.  Generally  speaking,  until  the 
Construction  Division  took  chaise  of  these  jobs,  I  do  not  think  the 
Govenunent  was  well  represented. 

Mr.  Graham.  Did  the  plant  at  Alliance,  Ohio?     Were  they  getting 
anywhere,  or  getting  along  with  their  work! 
Mr.  FosTEK,  The  job  was  finished  when  I  saw  it. 
Mr.  Grahau.  Were  they  producing  anything? 
Mr.  FosTEH.  Tliey  were  mounting  guns  and  building  gun  car- 
riages: the  guns  were  being  made  some  place  else  and  shipped  there; 
biz  railroad  mounts  and  mounting  the  guns  in  that  particular  shop. 
Mr,  Graham.  IIow  did  the  Construction  Division  help  things  any  ? 
Mr.  F08TEB.  Well,  the  Construction  Division,  that  was  their  sole 
job.  to  attend  to  construction,  and  they  had  a  lot  of  able  men.     Tliey 
picked  up  their  men  almost  entirely  from  civil  life;  they  had  no 
Regular  Army  officers  at  all,  and  tney  picked  men  from  different 
cwistniction   companies   and  got  them   anywhere   they   could.     Of 
couree.  they  did  not  have  all  cracker-jacks  either.    They  had  some- 
thing like  12,000  men  in  that  division,  and  you  can  not  pick  out  12,000 
men  in  a  few  months  and  not  get  a  few  lemons. 
Mr.  Ghaham.  That  is,  they  did  the  constniction  entirely? 
Mr.  Foster.  Yes ;  and  they  did  a  good  job. 

Mr.  Gbaham.  When  was  this  Construction  Division  organized? 

Mr.  FosTEH,  Sometime  before  I  came  down  here.     It  must  have 

bwm  prior  to  October  5,  1917.  because  that  is  when  the  order  came 

ont  of  The  Adjutant  General's  office  saying  that  no  work  should  be 

done  except  under  that  division. 

Mr,  Gbaham.  How  does  it  happen  that  after  that,  in  October,, 
1918,  these  were  still  running  under  the  old  system  ? 
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Mr.  F06TEH,  Becatise  the  Ordnance  did  as  they  pleased. 

Mr.  Graham.  They  did  not  have  to  come  under  the  Construction 
Division  ? 

Mr.  FoBTEK.  Tliey  did  not.  Until  the  latter  end,  some  of  these 
jobs  were  going  so  badly,  and  then  they  turned  them  loose  and 
called  in  the  Ck)nstruction  Division,  and  turned  them  over. 

Mr.  Grahah.  Now,  that  is  an  interesting  statement.  Was  there 
an  order  of  the  War  Department  that  these  jobs  should  be  done  un- 
der the  supervision  of  the  Construction  Division ! 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  And  that  was  made,  you  think,  in  the  fall  of  1917? 

Mr.  Foster.  I  think  the  date  of  it  was  October  5, 1917. 

Mr.  Graham.  From  that  on,  up  during  the  spring  and  summer  of 
1918,  was  the  Ordnance  Department  letting  contracts  and  jobs 
without  any  reference  to  this  order? 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  How  was  it  possible  for  them  to  do  this? 

Mr.  Foster.  Well,  I  suppose  they  figured  that  they  wei-e  letting 
this  job  to  at^  agent,  and  it  was  up  to  him  to  decide  who  was  going 
to  do  the  construction  work;  they  were  just  going  to  leave  it  all  to 
the  men  they  were  employing. 

Mr.  Graham,  Well,  was  that  an  artifice  adopted  by  the  Ordnance 
Department  to  avoid  the  effect  of  this  Construction  Division  order? 

Mr.  Foster.  I  don't  know 

Mr.  Grahah.  What  was  the  Construction  Division  order?  I  think 
you  stated  it  a  while  ago,  but  what  was  the  effect  of  the  order? 

Mr.  Foster.  Well,  the  effect  of  it  should  have  been 

Mr.  Graham  (interposing).  What  was  the  letter  of  the  order,  as 
you  remember  ? 

Mr.  Foster.  The  actual  wording  of  it? 

Mr.  Graham.  Yes. 

Mr.  Foster.  I  can  not  recall,  but  it  is  very  close  to  what  I  tried 
to  quote  there.  You  could  get  that,  of  course.  I  have  read  it 
myself  a  dozen  times. 

Mr.  Graham.  Tell  me  a^ain  what  you  think  the  substance  of  it 
was? 

Mr.  Foster.  Well,  in  effect  it  said  that  after  that  date  no  con- 
struction work  should  be  done  in  the  Army  except  under  the  aduiin- 
istration  of  the  Construction  Division.  If  you  get  it  and  read  it, 
that  is  what  it  means. 

Mr.  Graham.  No  construction  work  should  be  done  by  the  Army, 
I  siu)pose? 

Mr.  Foster.  Yes,  sir. 

Mr.  Graham.  Except  under  the  supervision  and  administration 
of  that  division? 

Mr,  Foster.  Yes. 

Mr.  Graham.  And  then  if  any  department  would  hire  an  agent 
that  would  remove  it  from  the  scope  of  this  order,  because  the  de- 
partment would  not  be  doing  construction  work? 

Mr.  Foster.  I  don't  think  it  would ;  Starrett  and  I  maintained  all 
the  time  that  the  Ordnance  Department  should  not  have  turned  all 
the  construction  work  on-  those  jobs  over  to  the  agents  that  they 
hired. 
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Mr.  Gbahah.  But  that  is  the  way  they  construed  it,  that  they 
had  the  right  to,  was  it^ 

Mr.  Foster.  I  don't  know.  I  personally  never  talked  to  any  of 
the  Ordnance  men — the  higher  officers,  wno  would  be  able  to  tell 
me  if  I  had  asked  them  why  they  did  that;  I  never  talked  to  them 
personally.    Col.  Starrett  has. 

Mr.  Gbahah.  All  you  know  is  that  they  did  do  it? 

Mr.  Foster.  Yes;  and  that  we  kicked  about  it  all  the  time.  It 
didn't  help  the  reputation  of  the  construction  division  "a  whole  lot 
to  have  to  take  over  tliese  jobs,  because  in  most  cases  they  took  them 
over  when  they  were  in  a  mess. 

Mr.  Graham.  Did  you  take  over  any  of  them? 

ilr.  Foster.  Yes;  they  took  over  this  job  and  the  Bethlehem  job — 
the  Bethlehem  loading  job  near  Atlantic  City — and  numerous  others. 

Mr,  Graham.  That  was  only  shortly  prior  to  the  armistice,  I 
suppose? 

Mr.  Foster.  Well,  they  took  over  the  Bethlehem  job,  I  think,  be- 
fore that  report  was  written. 

Mr.  Graham.  This  report  was  made  in  the  latter  part  of  October, 
1918,  two  or  three  weeks  before  the  armistice;  so  that  you  really 
didn't  get  much  done  after  you  did  take  them  over,  did  yout 

Mr.  FosTKB.  No. 

Mr.  Graham.  It  was  too  late? 

Mr.  Foster.  Yes;  but  there  were  a  whole  lot  of  things  too  late  in 
this  war,  you  know.  I  have  grown  a  little  more  charitable  in  my 
judgment  of  these  things  than  I  used  to  be. 

Mr.  Graham.  Is  there  any  place  down  around  that  plant  for 
people  to  live — workmen — around  the  Marlin- Rockwell  plant? 

iir.  Foster.  Not  the  workmen  who  are  going  to  work  on  the 
operation  of  the  plant.  They  had  not  even  started  on  the  housing. 
Onlv  the  barracks  for  the  people  who  were  constructing  the  plant. 

Mr,  Graham.  How  long  would  it  have  taken  them  to  have  gotten 
that  plant  under  way,  in  your  judgment,  so  that  it  would  be  loading 
boml^? 

Mr.  Foster.  I  can  not  recall  now.  There  was— some  of  the  fellows 
of  the  construction  division  could  tell  just  what  was  decided  on 
that,  because  I  remember  in  a  conference  in  Mr.  Crowell's  office  we 
all  talked  the  thing  over,  and  finally  came  to  the  conclusion  that  if 
the  Ordnance  did  not  change  its  plans  any  more  we  could  have  the 
thing  ready  for  operation  by  a  certain  date.  Col.  Trask — I  don't 
think  he  is  in  the  construction  division  now — would  know  that;  and 
Maj.  Wallace,  if  he  is  there,  he  would  know  that;  and  Maj.  Gray,  if 
he  is  there,  he  would  know. 

Mr.  Graham.  Well,  do  you  know  anything  more  relative  to  this 
plant  that  you  can  tell  this  committee.  Major,  that  would  be  of 
service  to  it — any  information  that  you  have  about  it? 

Mp.  Foster.  We  tried  to  get  the  Ordnance  to  agree  to  get  these 
bombs  by  the  units  to  the  then  operating  shell-loading  plants,  but 
tbey  argued  against  that.  They  never  said  anything  in  any  of  these 
conferences  that  convinced  me  that  it  was  not  a  perftctly  practicable 
thing  to  do,  but  they  all  stood  out  against  it.  We  all  said :  "  You 
could  get  l>onibs  quicker  by  adding  units  to  the  shell-loading  plants," 
particularly  as  they  picked  a  crowd  that  did  not  know  how  to  operate 
them  after  they  got  them  built. 
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Mr.  Graham.  There  were  several  existing  shell-loading  plants  at 
that  time,  were  there  not,  in  operation? 

Mr.  Foster.  Yes;  unfortunately  they  had  that  blow-up  at  Perth. 
Amboy,  and  that  threw  g,  scare  into  the  Ordnance  fellows,  and  they 
were  afraid  to  add  anything  to  anything,  but  I  did  not  see  why,  and 
there  was  no  reason  why  they  could  not.  It  might  be  taking  a  chance, 
but  that  is  what  war  is,  taking  chances. 

Mr.  Graham.  Do  you  know  whether  they  produced  any  particular 
amount  of  these  Barlow  bombs? 

Mr.  Foster.  Why,  I  was  told  that  they  had  made  contracts  with 
various  manufacturers  around  the  country  to  turn  those  things  out^ 
and  that  later  the  Ordnance  Department  nad  decided  that  they  did 
not  want  them;  that  they  were  not  good  or  did  not  go  off  right,  or 
something,  and  a  lot  of  these  contracts  had  been  made  without  can- 
cellation clauses,  and  the  fellows  were  continuing  to  make  bombs. 
That  is  what  I  heard ;  I  don't  know  of  my  own  knowledge. 

Mr.  Graham.  Do  you  know  where  they  were! 

Mr.  Foster,  No,  sir. 

Mr.  Graham.  Or  how  many  of  them? 

Mr.  Foster.  No,  sir. 

Mr.  Graham.  Did  you  hear  anything  more  about  that  after  that? 

Mr,  Foster.  No  ;  I  was  not  interestea.  The  Ordnance  Department 
would  have  a  record  of  that,  of  course. 

Mr.  Graham,  Well,  were  we  making  any  other  aerial  bombs  of 
anv  kind  in  the  United  States  to  your  knowledge? 

Mr.  Foster.  I  think  so,  because  they  showed  me  samples  of  bomb» 
up  there;  not  Barlow  bombs,  but  other  bombs,  various  sizes  and 
shapes,  great  big  things,  that  were  being  made  somewhere, 

Mr.  Graham.  The  question  has  come  to  my  mind  several  times 
since  I  have  lieard  the  first  testimony  on  this  matter  about  whether  it 
would  not  have  been  better  for  the  United  States,  more  economical,, 
inasmuch  as  these  bombs  were  to  have  been  used  in  Europe,  to  hav» 
added  units  to  existing  plants  in  France  or  England  and  loaded  thosw 
bombs  over  where  they  would  be  near  to  the  seat  of  operations,  and 
where  it  would  not  have  been  necessary  to  have  built  great  and  expen- 
sive new  building  and  plants  like  that  as  they  were  evidently  at- 
tempting to  do.    Did  you  ever  consider  that  matter? 

Mt.  Foster.  Oh,  yes.  But  there  were  so  many  circumstances  that 
decided  all  these  things  that  it  is  impossible  to  say  now — to  go  back 
and  reconstruct  the  situation  and  say  what  should  have  been  done 
then ;  nobody  can.  They  undoubtodly,  in  the  opinion  of  the  fellows 
who  had  the  say,  thouglit  this  was  the  best  thing  to  do,  and  in  tJiose 
times  that  is  about  all  anybody  could  in  all  the  welter  of  conflicting 
circumstances.  A  man  simply  had  to  go  into  the  mess  and  pick  out 
and  say,  "  I  guess  this  is  the  thing  to  do,"  and  then  go  at  it  and  do  it, 
Mr.  Graham,  In  your  experience  with  the  Ordnance  Department 
at  that  time  wsis  there  any  confusion  in  the  department? 

Mr.  Foster.  Yes,  but  tKere  was  bound  to  be.  They  had  a  tremen- 
dous task  and  their  organization  was  numerous;  they  had  been 
obliged  to  enlarge  it  by  leaps  and  bounds  and  you  could  not  possibly 
have  a  smooth- working  machine  under  those  circumstances. 

Mr.  Graham,  Was  there  no  coordination  of  the  varitms  part  of 
the  department,  as  you  observed! 
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circumstances,  but  in  business  you  would  not  call  it  good,  of  course; 
you  would  call  it  very  bad.  But  each  man  had  an  intensive  job; 
each  man  was  grinding  away  on  his  own  little  part;  he  knew  little 
about  the  job  of  the  man  next  to  him ;  the  same  as  my  own ;  people 
used  to  ask  me  about  matters  that  ordinarily  I  should  know  some- 
thing about,  but  I  was  grinding  away  at  my  own  little  job,  and 
when  people  asked  m©  about  things  that  they  thought  were  closely 
related,  I  would  say  I  did  not  know,  to  go  and  ask  so  and  so. 

Mr.  Graham.  I  guess  that  is  all..  Mr.  Jefferis,  do  you  want  to 
ask  anything? 

Mr.  Jefferis.  Yes;  I  want  to  ask  a  few  questions. 

Who  issued  this  order  that  no  construction  work  should  be  done 
in  the  War  Department  except  under  the  Construction  Division) 

Mr.  FosTEH.  The  Adjutant  General.  The  order  issued  through 
The  Adjutant  General.  What  the  origin  of  the  order  was,  I  don't 
know.     I  presume  the  Secretary  of  War. 

Mr.  Jefferis.  Had  that  any  particular  number  or  anything  to 
■desi^ate  it^ 

>n-.  Foster.  Gen.  Marshall  can  tell  you  all  about  that  order,  and 
giro  you  a  copy  of  it,  and  everything. 

Mr,  Jefferis,  Did  any  other  department  of  the  War  Department — 
■other  than  the  Ordnance — seem  to  disregard  this  order? 

Mr.  Foster.  No,  sir;  the  Signal  Corps  had  been  doing  just  what 
the  Ordnance  was  doing.  The  Signal  Corps  had  various  construc- 
tion bureaus  in  it,  the  same  as  the  Ordnance  nad,  hut  when  that  order 
came  out  the  Signal  Corps  turned  all  its  work  right  over  to  the 
Construction  Division. 

Sir.  Jefferis,  Now,  how  did  it  happen,  do  you  know,  that  the 
■Construction  Division  was  asked  to  investigate  these  Ordnance  jobs 
afterwards;  do  you  know  how  that  came  atwut? 

Mr.  FoflTEB.  Well,  that  would  be  the  logical  thing — they  would  be 
the  logical  people  t6  ask,  because  they  had  more  construction  experts 
in  their  division  than  any  other  division  had. 

Mr.  Jkfferis.  Do  you  know  from  whom  or  from  what  source  the 
order  came  that  the  Construction  Division  should  go  into  these 
matters  t 

Mr.  Foster.  Like  this  Marlin-Rockwell  matter,  for  instance? 

Mr.  Jefferis.  Yes. 

Mr.  Foster.  I  imagine  Mr.  Crowell  told  some  one  to  go  up  there, 
and  Gen.  Marshall. would  be  the  man  he  would  naturally  call  on  to 
investigate  some  technical  matter  connected  with  construction  work. 
As  a  matter  of  fact,  Gen.  Marshall  did  send  some  very  good  men  up 
there  to  look  it  over. 

Mr,  Jefferis.  Did  you  or  the  Construction  Division — do  you 
know — investigate  the  nitro  plant? 

Mr.  Foster.  Why,  Col,  Starrett  was  there.  He  did  not  go  there 
to  investigate  the  plant;  he  went  to  visit  it  and  look  at  it,  and  he 
wrote  the  job  up;  he  wrote  quite  a  long  article  for  Scribner's  Maga- 
zine on  the  plant.  It  was  not  for  the  purpose  of  seeing  how  much 
the  Government  got  for  its  dollar.    That  is  the  way  I  looked  at  this. 

Mr.  Jefferis,  What  other  ordnance  plants  did  you  investigate 
other  than  this  Marlin-Kockwell  plant! 
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Mr.  Foster.  Oh,  I  went  to  that  Bethlehem  loading  plant  near 
Atlantic  CiW ;  and  I  went  to  the  Calco  Chemical  Co.,  at  Boundbrook, 
N.  J.;  and  I  went  to  the  Old  Hickory  Powder  Plant,  at  Nashville; 
and  I  went  to  the  Morgan  engineering  plant,  where  there  was  a  big 
gun-mount  factory;  this  was  at  Alliance,  Ohio.  I  went  to  others, 
but  I  can  not  seem  to  recall  just  now.  And  I  sent  fellows  around  to 
a  good  many  places  and  then  went  over  their  reports  and  quizzed 
them,  and  dug  into  that  the  same  as  you  are  doing  to  this  one,  to 
see  whether  those  fellows  had  the  right  dope.  There  must  have  been 
15  or  20  of  those ;  and  in  some  cases,  when  I  did  not  think  the  men 
had  got  the  inside  facts,  why,  I  would  make  a  trip  out  myself.  That 
is  how  I  came  to  go  to  Bethlehem.  The  man  that  went  there,  it  didn't 
look  to  me  like  he  had  brought  back  all  the  facts,  so  I  went  myself. 
The  same  thing  about  the  Morgan  engineering  plant. 

Mr.  Jefferis.  As  you  understand  the  system  that  was  being  fol- 
lowed by  the  Ordnance  Department,  they  would  let  the  contract  to 
some  one  to  buy  the  land  and  build  the  plant,  and  then  they  would 
operate  it? 

Mr.  Foster.  Yes.  Now,  I  never  heard  Mr.  Crowell  or  anybody  say 
why  the  Ordnance  was  permitted  to  go  ahead  in  that  way.  Now, 
Mr.  Crowell  may  have  some  good  reason  for  it.  I  can  see  one  that 
might  be.  Here  the  Construction  Division,  when  we  got  into  the 
war,  was  composed  of  Gen.  Littell  and  Gen.  Marshall,  who  was  then 
a  captain,  and  some  lieutenant,  and  a  stenographer ;  and  that,  I  think, 
was  the  Construction  Division  when  it  started,  and  they  had  an 
office  somewhei'e  in  a  private  building,  and  they  had  taken  out  the 
bathtub  to  use  that  for  an  office  for  the  boss.  Well,  in  a  few  months 
it  jumped  to  where  they  had  something  like  12,000  men  in  that 
division.  Now,  it  is  possible  that  Mr.  Crowell,  who  is  a  practical 
builder,  by  the  way,  might  see  that  if  he  overtaxed  that  division  ha 
might  spoil  the  whole  machine.  It  may  be  that  he  thought  it  was 
better  to  let  these  fellows  go  on  this  way  than  to  throw  ao  mu^ 
on  this  young  Construction  Division  that  it  might  break  down.  If 
I  thought  that  way  I  would  not  throw  it  on  them  either. 

Mr.  Jefferis.  Are  there  any  practical  men  acquainted  with  con- 
struction in  the  Ordnance  Department  that  you  came  in  contact 
with? 

Mr.  Foster.  A  few;  they  were  mostly  engineers,  not  fellows  who 
did  actually  build  something  themselves;  they  were,  for  instance,  an 
architect,  who  would  stand  around  and  show  the  builder  how  be 
wanted  it  built;  distinct  from  tlie  fellow  who  would  go  in  and  on 
the  ground,  like  myself,  and  have  the  whole  responsibility  of  erect- 
ing mat  structure. 

Mr.  Jefferis,  I  believe  that  is  all. 

Mr.  Graham.  Anything,  Mr,  Garrett? 

Mr.  Garrett.  As  I  understand  vou  to  say,  Major,  you  thought 
these  people,  the  Marlin-Bockwell  Loading  people,  were  capable  of 
designing  the  plant? 

Mr.  Foster.  No;  they  were  not. 

Mr.  Garrett,  Not  capable  of  designing? 

Mr.  Foster.  That  is,  the  people  that  they  had  turned-  the  job 
over  to. 

Mr.  Garrett.  I  am  speaking  of  the  loading  company;  not  the  cor- 
poration. 
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Mr.  Foster.  No;  they  were  not.  Of  course,  they  made  a  great  stir 
there  after  we  got  to  digg^g  into  this  thing. 

Hr.  Garrett.  You  mean  they  did  not  have,  so  far  as  you  found^ 
an  engineering  force  with  proper  architectural  ability  to  design  the 
structures  that  were  needed  at  this  particular  work;  is  that  it? 

Mr.  FomxR.  They  may  have  thought ;  they  did  the  best  thing  under 
the  circumstances  when  they  employed  the  Ley  Co.;  they  did  do  it; 
they  are  able  people.  They  furnished  all  the  engineering  brains 
there,  and  they  were  doing  all  right. 

Mr.  Garrbit.  As  a  matter  of  fact,  did  you  ascertain  from  your 
investigation  whether  the  Marlin-Itockwell  Loading  Co.  had  any 
engineering  force  except  what  it  did  obtain  from  this  Ley  Co.t 

Mr.  Foster.  Well,  when  I  was  there  they  had  a  chief — the  Marlin- 
Kockwell  Loading  Co.  had  a  chief  engineer,  but  that  was  one  of  the 
things — the  choice  of  the  man  was  one  of  the  things  that  convinced 
me  that  they  were  not  capable  of  designing  it,  because  they  picked 
that  man,  when  he  was  not  a  designing  engineer  at  all.  He  was  a 
man  who  was  more  fitted  to  go  out  and  make  reports  on  projects 
and  proposed  projects  and  mines,  and  things  of  that  sort.  He  was 
not  a  designing  engineer.  There  is  a  difference,  altogether,  between 
a  reporting  man  and  a  designing  man. 

Mr.  Garri^t.  Was  it  bcause  of  delays  in  construction  that  you  were 
directed  to  go  there  and  make  the  investigation,  or  do  you  remember 
whether  that  element  entered  into  it? 

Mr,  Foster.  No;  I  can  not  tell  you  now.  Just  somebody  got  the 
idea  that  the  thine  was  not  going  right,  that  is  all. 

Mr.  Garrett.  The  representative  of  that  company  that  testified 
before  this  committee  the  other  day  emphasized  continuously  that 
the  delays  were  occasioned  by  no  fault  of  theirs;  that  it  was  due  to 
the  fact  that  they  never  could  get  the  specifications  of  the  material 
itself  that  was  to  be  used  in  loading  the  shells.  He  bore  down — to 
nse  that  expression — he  bore  down  very  heavily  on  this  proposition, 
that  before  they  could  possibly  design  the  building,  they  had  to 
know  the  character  of  the  material  that  was  to  be  used  in  loading 
the  shells,  whether  it  was  to  be  50-50  amatol,  or  T.  N.  T.,  or  other 
material. 

Mr.  Foster.  From  their  point  of  view  they  are  quite  right.  Up 
to  the  time  I  was  there  the  point  never  was  settled  which  it  was  to 
be,  and  I  recall  at  one  of  these  conferences  with  the  ordnance  men, 
the  Construction  Division,  when  we  finally  agreed  that  in  so  many 
months  the  buildings  could  be  completed,  some  remark  was  made 
by  an  ordnance  officer  that  made  me  think  that  they  were  thinking 
about  some  changes,  and  I  said,  "  Wait  a  minute ;  have  you  settled 
on  this:  arent  you  going  to  build  according  to  this  last  layout?" 
They  said,  "  Wdl.  we  were  thinking  about  moving  the  T.  N.  T.  to 
another  place.**  Both  the  Construction  Division  men  and  myself 
said,  "Scratch  that  promise  out  altogether;  I  would  not  promise 
that  it  could  be  built  in  four  months,  or  four  years,  until  you  fellows 
settle  that"  The  Marlin-Rockwell  people  never  did  know.  But  I 
blame  the  Marlin-Bockwell  people  the  same  as  the  ordnance;  the 
ordnance  were  doing  some,  but  if  the  Marlin-Rockwell  people  were 
the  right  kind  of  agents  and  earning  their  6  per  cent  they  would 
come  here  and  say,  "Tell  me  what  you  are  going  to  build  here;  do 
not  send  me  to  General  So-and-So;  if  you  do  not  I  will  write  you  a 
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letter  and  tell  you  I  can  not  have  anything  more  to  do  with  this  job," 
And  then  they  would  have  got  results.  But  they  did  not  have  the 
nerve.  The  kind  of  fellows  that  were  sitting  around  in  Wilmington 
drawing  $12,000,  or  $15,000  a  year  would  not  take  the  chance  of 
losing  their  jobs  by  coming  down  that  way.  At  first  they  would 
-change  and  change,  and  up  to  the  time  I  was  there  they  did  not 
know  what  they  were  finally  going  to  build. 

Mr.  Garrett.  That  gentleman  stated,  I  believe,  that  they  got 
their  specifications  on  the  5th  of  November,  and  that  they  broke 
:ground  for  the  power  house  on  the  day  that  the  armistice  was 
signed.  Did  you  state  definitelv  just  when  the  Contract  Division  in 
the  Ordnance  Department  toot  over  this  Marlin-Eoekwell  job? 

Mr.  Foster.  All  I  know,  it  is  about  the  date  of  this  report. 

Mr.  GARReiT.  I  think  that  is  all. 

(And  thereupon,  at  12.30  o'clock  p.  ra.,  the  committee  adjourned.) 
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Sdbcomiuttee  No.  5  (Ordnancb)  of  the 
Select  CoHHrrrEB  on  ExpENDrTuREs  in  the 
Was  Depabthent,  House  of  Hefresentatives, 

Friday,  October  10,  1919. 
Tie  committee  met  at  10.15  o'clock  a.  m.,  pursuant  to  coll  of  the 
chAinnsn,  Hon.  William  J.  Graham  (chairman)  presiding.    Also 
present,  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett 

TESnKOHT  OF  KAJ.  QEN.  C.  C.  WILLLAHS,  CHIEF  OF  OBDKAITCE. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 
ilr.  Graham.  General,  we  are  wanting  to  develop  some  facts 
iboot  the  smokeless  powder  situation,  ana  with  especial  reference 
to  the  plants  at  Old  Hickory  and  Nitro,  W.  Va.,  and  the  contracts 
that  were  made  for  them,  and  the  apparent  reasons  that  made  those 
(•^ntracts  necessary.  I  understand  that  you  have  considerable 
knowledge  of  the  situation  overseas  as  to  the  powder  situation  in 
1918. 
Gen.  WnxiAMS.  Yes,  sir. 

Mr.  Graham.  Can  you  tell  this  subcommittee,  before  starting  on 
the  other  matters,  aoout  the  approximate  amount  of  smokeless 
powder  that  was  re()uired  for  propelling  charges  for  the  various 
kinds  of  shells,  starting  with  the  75  milnmeter  and  running  up  to 
the  other  calibers?  Do  you  know  the  approximate  amount  ot  smoke- 
less powder  required  for  those  charges? 
Gen.  Wiluams,  At  what  time,  Mr.  Chairman! 
Mr.  Graham.  Take,  for  instance,  during  the  year  1918,  what 
imount  was  required  to  propel  a  75-milIimeter  shell ! 

Gen.  WnxiAMS.  I  could  not  give  you  any  amount  per  caliber. 
The  Ordnance  had  to  work  for  the  whole  number  of  troops. 
Mr.  Graham.  I  mean  a  single  shell  \ 
Gen.  WiujAMs,  Oh,  a  single  shell ;  about  2  pounds. 
Mr.  Graham,  I  have  been  informed  about  1.46  pounds,  running 
Dp  to  1.65  pounds,  but  I  did  not  know  whether  that  was  correct. 
Gen.  Williams.  That  is,  per  shell ;  yes. 

Mr.  Graham.  Then  do  you  know  attout  the  240 

Gen,  Williams  (interposing).  No,  sir;  I  could  not  give  you  the 
figures  for  those  charges.     I  can  get  that  up  very  easily  for  you. 
Col.  Hawkins,  I  have  given  it  to  Mr.  Shaw. 
Mr.  Graham.  That  can  be  put  in  afterwards,  then. 
Mr,  Jeffe^s,  If  he  has  a  tabulation,  that  can  go  in  now. 
Mr.  Graham.  Yes;  if  he  has  a  tabulation  it  can  go  in  nog  Ml  con- 
iKction  with  Gen,  Williams's  testimony,  to  show  the  l    '  '"**'*■  ■■■ ' 
imoont  required. 
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(The  table  referred  to  is  as  follows;) 

Propellent  powder  for  variant  typea  of  theUi. 
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Mr.  Graham.  Now,  what  was  the  situation  in  Europe  as  regards 
smokeless  powder  production  beginning  in  the  year  1918?  Give  us 
a  general,  detailed  account  as  to  whether  it  was  increasing  or  decreas- 
ing, and  about  the  approximate  amount  that  was  being  produced  in 
England  and  France. 

Gen.  WiiiiAMS.  Yes.  I  am  familiar  with  the  situation  in  France, 
but  not  so  familiar  with  the  situation  in  England.  In  1918  the  pro- 
duction of  smokeless  powder  came  practically  to  be  a  (juestion  of 
shipping.  The  French  had  built  up  a  very  laree  capacity  for  the 
manufacture  of  powders.  I  can  not  give  you  the  figures  for  that, 
but  it  was  suflicient  to  meet  their  needs.  Their  difficulty,  however, 
was  that  they  could  not  get  the  raw  materials  on  account  of  the 
shipping.  They  could  not,  for  instance,  get  the  nitrate  from  Chile. 
The  rat)o  to  finish  the  raw  materials  for  smokeless  powder  is  about 
20  to  1.  So  at  the  time  we  went  over  there  in  June,  1917,  they  were 
not  working  their  factories  flearly  to  capacity,  because  they  could 
not  get  the  raw  materials.  So  they  were  in  rather  a  serious  situa- 
tion concerning  smokeless  powder  and  high  explosives.  In  August, 
1918,  a  joint  commission  was  appointed  called  the  Franco-American 
Commission 

Mr.  Graham  (interposing).    August,  1918? 
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Gen.  WnxiAHs.  August,  1917. 

Mr.  Gkahah.  Now,  was  this  situation  that  you  have  detailed  in 
1917  or  1918;  which? 

Gen.  WiiiUAHa.  I  am  talking  now  of  1917,  but  that,  of  course,  con- 
tinued into  1918.  This  commission  was  convened  for  the  purpose  of 
considering  the  whole  question  of  the  supply  of  smokeless  powder 
and  high  explosives  to  the  United  States  troops  and  to  the  French 
troops.  The  French  told  us  that  unless  they  received  materia] 
•ssist«nce  by  the  1st  of  December  they  would  not  be  able  to  supply 
their  Army ;  that  they  must  have  powder  and  explosives  in  particu- 
lar, in  very  considerable  quantities,  giving  us  the  quantities.  I  have 
t  report  of  the  proceedings  of  that  commission  which  I  could  have 
put  into  the  record  if  you  care  to  have  it. 

Mr.  Orahah.  Yes;  I  believe  we  had  better  have  it.    Is  it  very 
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.  Habris.  It  is  10  or  IS  typewritten  pages. 
Mr.  Grahah.  It  can  go  into  the  record  here  with  the  reservation 
that  immaterial  matters  can  be  eliminated. 
(The  proceedings  referred  to  are  as  follows:) 


r  Inti 

Cblef  Military  Engineer  of  Powders  Pnturt.  president  of  the  Technlcul  Franuo- 

Amerlcan    Commission    on    ExploaiveB,    to    the   minister    of   armament   of 

mnnttloDS  of  war.     (Olllce  of  tbe  minister.) 

The  Technical  Franco-American  Commission  on  BxploBlves,  organised  pnr- 
■oant  to  four  letter  No.  4218  4r-M,  dated  July  13,  to  Gen.  Pershing,  was  con- 
rcDed  as  soon  as  its  president  was  Informed  of  the  precise  designation  of 
representatives  of  the  Government  of  the  United  States,  previously  made  party 
berenato. 

Tbe  commission  met  on  the  2d  of  August,  Ttb  of  Augnst,  and  the  22d  of 
Angost.  and  Qniabed  its  work  in  the  meeting  of  August  29. 

I  have  tbe  honor  to  present  you  herewith  the  Qndings  of  Its  deliberations  and 
to  iveume  below  tbe  conclusions  of  its  studies.  Pursuant  to  tbe  pro-am  which 
yon  have  laid  out.  the  commission  has  considered  France  and  the  United  States 
as  cvnstltutiDg  a  group  whose  interests  were  common  and  whose  common  needs 
ahould  be  satisfied  In  the  most  complete,  most  economical,  and  most  expeditious 


From  the  collected  data  it  is  Immediately  apparent  that  for  the  manufacture 
of  powder  and  explosives  France  will  have  to  collect  for  nearly  all  of  its  raw 
materials  as  well  as  for  the  coal  for  ocenn  trnns[>»r1atlon,  inasmuch  as  the 
Cntted  States  finds  within  its  territory  an  abundance  of  these  same  raw 
materials  as  well  as  coal.  However,  the  problem  of  ocean  transportation  Is 
Qoe  which  at  the  present  moment  has  become  so  Important  that  it  occupies  the 
attention  of  all  the  Allied  Governments,  and  It  is  necessary  at  all  costs  to 
reduce  the  quantities  to  be  transported. 

In  so  far  as  powders  nnd  explosives  are  concerned,  the  question  o(  ocean 
transportation  requires  special  consideration,  since  for  the  manufacture  of 
1  ton  of  explosives  it  is  necessary  to  import  from  8  to  12  tons  of  row  materials 
and  for  1  ton  of  powder  from  15  to  20  tons,  and  since  the  French  powder 
service  Immobilizes  for  Its  needs  a  Beet  of  500,000  tona  This  flgure  could  be 
redncfM  to  126,000  tons  if  the  total  amount  of  powder  and  explosives  necessary 
for  the  armies  of  France  were  mnnuractured  In  America  and  transported  to 
rnnc*-.  The  solution,  then,  which  presents  itself  for  the  general  necessity  of 
the  Allies  consists  of  manufacturing  in  the  United  States  not  only  the  total 
amount  of  powder  and  explosives  necessary  for  the  American  effectives  In 
France  but  also  the  fraction  of  necessary  supplies  (or  French  troops  (say, 
■boot  two-thirds),  which  can  not  be  obtained  In  France  with  raw  materials 
produced'  from  French  territory. 

On  the  other  hand,  their  decision  must  not  be  delayed  In  consequence  of  the 
critical  situation  of  the  stocks  and  reserves  of  nitrate  of  soda.    This  India- 
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peDsable  componeot  Id  the  manufacture  of  powder  aud  ia  tbe  greater  number 
of  explosives  wlU  soon  be  wanting,  and  it  must  be  foreseen  that  by  the  begin- 
ning of  the  month  of  December  next  the  production  of  powder  and  explosives  In 
France  n-lll  be  reduced  to  one-teutb  of  the  actual  amount.  The  commission 
having  relied  upon  the  agreement  of  tbe  principle  of  manufacture  by  the  United 
States  of  powder  and  explosives  found  a  subsidiary  question  presentlnB  Itself. 

The  manufacture  of  explosives  made  according  to  French  regulations  Is 
already  practiced  on  a  large  scale  In  the  United  States;  but  the  only  powder 
which  ia  actually  there  for  France  Is  that  which  belongs  to  the  75-mni.  cannon, 
which  after  all  gives  entirely  satisfactory  results,  for  all  calibers  and  In  par- 
ticular for  the  155-mm.  gun  the  fear  has  been  raised  that  American  powders 
which  appear  In  the  form  of  multi-perforated  grains  will  give  rise  in  the  French 
cannon  to  irregularities  in  combustion  leading  to  accidental  suppressions  (sup- 
pressions) and  deterioration  of  tbe  guns  as  well  as  Irregularities  In  perform- 
ance, which  would  prove  dangerous  to  the  troops.  It  Is  thought  that  these 
defects  might  be  avoided  by  the  appropriate  use  of  primers  (amorcage),  and 
moreover  there  is  the  strongest  eonal deration  to  employ  American  powders  of 
the  present  type,  which  would  result  In  a  particularly  economical  method  of 
manufacture  and  will  utilize  materials  already  existing  in  the  United  States. 
This  is  why  the  commission  considered  that  there  was  no  need  to  lay  stress  upon 
the  study  of  methods  whereby  American  powders  could  t>e  used  in  French  can- 
nons of  all  calibers  with  safety,  and  to  pursue  this  study  slmultsneously  In 
'   France  and  in  the  United  States. 

However,  since  It  Is  necessary  to  exercise  the  greatest  forethought  and 
since  the  study  which  has  been  proposed  might  not  be  able  to  overcome  or  cir- 
cumvent impracticable  modifications  In  the  malte-up  of  powder  charges,  and 
since  on  the  other  hand  the  production  ought  above  everything  else  to  be 
assured  it  appeared  to  the  commission  It  Is  necessary  even  at  the  present  time 
to  place  at  the  disposal  of  the  technical  experts  In  tbe  United  States  the  means 
of  familiarizing  themselves  with  the  processes  In  tbe  manufacture  of  French 
powders  In  the  event  that  insurmountable  difficulties  arise  in  tbe  adaptation 
to  large  calibers  any  American  powders.  With  this  end  In  view  the  materiel 
and  personnel  necessary  for  a  daily  output  of  powder  of  the  French  type 
ought  to  be  sent  to  America. 

At  the  same  time  It  appeared  nei^essary.  In  order  to  hasten  the  studies,  that 
French  technical  experts  who  were  perfectly  acquainted  with  the  manufacture 
of  powders  used  In  war  and  the  manner  In  which  they  were  nsed  In  the  differ- 
ent calibers  ought  to  be  placed  at  the  disposal  of  the  American  Oovemmeat; 
In  this  manner  the  fumblings,  the  misunderstandings,  and  the  false  movea, 
under  circumstances  where  every  delay  must  have  the  greatest  consequencea, 
will  be  avoided.  The  representative  of  the  artillery  service  had  doubts  as  to 
the  possibility  of  obtaining  a  French  technical  expert  capable  of  doing  this 
requirement,  on  the  ground  that  technical  experts  acquainted  with  the  em- 
ployment of  powder  In  guns  already  insufficient  in  number  in  France,  but  the 
majority  of  the  commission  Insists  upon  the  necessity  of  this  method  of  pro- 
cedure. 

Besides,  the  commission  deemed  it  advisable  that  the  high  commissioner  of 
France  In  the  United  States  receive  a  detailed  account  of  these  deliberations 
so  that  his  action  might  be  carried  out  with  full  understanding  of  the  matter, 
from  tbe  results  which  have  come  to  hand  the  commission  concluded  that  the 
results  could  not  be  obtained  in  the  desired  time  if  the  American  Government 
Itself  took  Into  Its  own  hands  this  question  of  development  of  production  of 
powders  and  explosives  in  the  United  States  and  that  negotiations  between 
tbe  French  representatives  In  America  and  representatives  of  American  Indus- 
tries would  only  delay  the  necessary  and  desired  solution. 

At  any  rate,  as  far  as  the  quantities  to  be  manufactured  are  concerned,  the 
commission  deemed  It  Impossible  to  fix  at  the  present  time  schedules  whtcti 
would  serve  as  a  basis.  It  having  been  determined  from  actual  experience  that 
the  consumption  corresponds  to  periods  of  activity  on  the  French  fronts,  but 
the  only  feasible  solution  which  presented  Itself  would  be  to  periodically  bring 
to  the  attention  of  the  American  Govemntent  the  programs  agreed  upon  be- 
tween the  minister  of  armament  and  the  general  In  chief. 

Consequently  the  propositions  which  tbe  commissioners  adopted  can  be 
summed  up  In  the  following  manner: 

1.  The  Government  of  the  United  States  should  be  Invited  to  take  into  its 
own  bands  the  supplying  of  the  entire  amount  of  powder  and  explosives  nece». 
sary  not  only  for  the  American  contingents  Id  France,  but  as  well  (and  In  the 
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proportion  of  nhout  twn-thlrds)  the  powder  and  explosives  necessary  tor  the 
consumption  of  the  Freoch  armies. 

2.  Tbat  study  he  Imnfedlntely  undertaken  to  adapt  American  powders  of  tbe 
tjpe  of  multlperfornted  grains  of  present  manufacture  to  tbe  flclng  of  French 
rannons  of  all  caliber;  that  tills  study  be  followed  simnltaoeou^y  In  France 
and  In  the  United  States. 

3.  That  to  this  end  the  French  Government  put  to  the  disposal  of  the  Gov- 
ernment of  the  United  States  competent  experts  In  the  manufacture  of  the 
different  powders  and  In  the  method  they  are  nsed  In  the  armies. 

4.  That  In  the  event  which  may  be  foreseen  where  this  adaptation  may 
raise  Insurmountable  difficulties  or  necessitate  Important  nfodlflcatlon  of 
Biai4riel,  or  where  It  would  be  Impossible  to  rapidly  bring  the  matter  to  conclu- 
rion  at  any  rate  provisionally  and  for  certain  calibers  without  recourse  to 
powders  In  bands  of  the  French  type,  the  complete  materiel  and  personnel 
necessary  for  the  manufacture  of  20  tons  a  day  of  powder  and  bands  of  the 
French  type  should  Ije  Immediately  dispatched  by  the  French  Government, 
to  be  placed  at  the  absolute  disposal  of  the  United  States  Governntent. 

5.  That  the  high  commissioner  of  Prance  in  America  be  fully  informed  of 
tbe  deliberations  of  tbe  commission. 

6.  Tbat  the  Government  of  the  Dnlted  States  should  be  periodically  informed 
of  tbe  progranf  of  powders  and  explosives  agreed  upon  between  the  minister 
of  armament  and  the  general  In  chief  of  the  French  armies.  The  problem 
presented  raises  besides  the  question  of  governmental  procedure  and  financial 

qaestlons  as  to  the  of  purchases  or  cessions  of  payment  and  financial 

reeponslbllltiea    distributed    to    the    services    for    their    purchases    from    the 
foreigner.    This  question  evidently  Is  beyond  the  scope  of  tbe  commission. 

(Signed)  Patabt. 

AUGUST  2,    3917, 

At  3  p.  m.  on  August  2,  1917,  the  Technlc.il  Fi'anc'o-.^inerlcan  Commission  on 
Explosives  formed  pursuant  to  ministerial  dispatch  No.  4218  l-M,  dated  July 
]3,  1917,  addressed  by  the  minister  of  armament  and  munitions  of  war  to 
Gen.  Pershing,  commander  In  chief  of  the  American  Ehrpedltlonary  Forces,  held 
its  first  meeting.  There  were  present  Monsieur  M.  Patart,  chief  military  engi- 
neer of  powders,  president;  I.leut.  Col.  Williams,  Ma].  Graves,  Comrnander 
Caben.  Commander  Alleau,  Capt,  Ai-nold  Whltrldge,  Cnpt.  de  Nevro,  Capt. 
Martin.  Capt.  Cavalier,  absent,  was  excused.  Lieut,  de  Neuflize,  llalsou  officer, 
took  part  In  the  meeting. 

Capt.  de  Nevro  was  made  secretary.  Chief  Engineer  Pntart  after  having 
extended  a  welcome  to  the  American  members  of  the  commission  and  after 
having  given  them  assurance  that  their  French  colleagues  were,  like  them- 
selves, only  concerned  In  attaining  n  common  end  assigned  to  the  commission, 
said  tJint  It  appeared  to  him  necessary  above  ail  things  to  precisely  define  the 
object  of  the  commission's  labors,  for  which  he  had  recourse  to  ministerial  lu- 
■troctions.  This  object  was  not  limited  to  the  examination  of  means  to  pro- 
vide for  the  eventual  needs  of  troops  In  France  by  previous  deductions  con- 
cerning French  manufacture  of  powder  and  explosives,  but  according  to  the 
phraseology  of  the  ministerial  Instructions  "to  examine  the  question  of  ex- 
plosives In  its  entirety  nnd  to  study  the  maximum  production  In  the  manufac- 
ture of  powder  and  explosives  for  the  liest  Interests  of  France  and  the  United 
States,  respectively."  In  order  to  allow  the  commission  to  proceeil  as  rapidly  as 
possible,  Jlonsleur  Patart  believed  It  feasible  to  bring  al  once  and  in  as  pre- 
cise a  manner  es  possible  information  at  his  disposal  on  the  respective  re- 
sources of  the  two  countries  in  respect  of  the  manufactures  under  consideration. 

The  accurate  situation  of  France  from  this  point  of  view  Is  at  best  difficult, 
and  to  understand  It,  it  will  be  convenient  to  rapidly  recall  the  difficulties 
which  have  been  encountered  here  and  the  methods  which  have  been  employed 
to  overcome  them. 

At  the  outbreak  of  hostilities  France  found  herself  In  a  hoirlble  situation. 
No  one  had  foreseen,  nor  could  they  have  foreseen,  the  formidable  output  of 
munitions  which  tbe  new  methods  of  combat  and  the  unforeseen  duration  of 
war  had  entailed.  The  supply  on  band,  made  up  with  a  view  to  a  war  of  short 
daratlon,  was  rapidly  exhausted,  and  suddenly  It  was  aseerlalned  that  re- 
sources as  to  raw  materials  were  very  much  below  the  needs  of  the  case.  What 
was  principally  lacking  was  products  In  the  distillation  of  oil  (phenol,  cresol. 
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particularly  toluol)  which  constitute  tlie  essential  elements  In  the  manufac- 
ture ot  Dltrsle  explosives  In  service  (picric  aclU— melinite,  cresollte,  dlnliro- 
toluol,  or  T.  N.  T.).  At  this  period  France  <li<l  not  possess  msnufacturlDg 
plants  capable  or  producing  either  phenol  or  cresol  made  from  lar,  and  the 
quantity  of  phenol  synthetically  manufactured  which  she  was  able  to  produce 
did  not  exceeil  l.UOO  kllosrsms  a  day  ;  as  to  benzine  and  also  as  to  toluol  neces- 
sary in  Its  manufacture  products  was  negligible,  France  possessing  but  few 
furnaces  for  the  procurement  of  colte,  and  these  for  the  most  part  were,  more- 
over, situated  In  the  evacuated  districts.  In  turn,  nitrate  of  soda  and  sul- 
phuric ucid  were  at  this  period  relatively  plentiful.  These  products  were  used 
in  the  manufacture  ot  manure,  and  the  stocks  accumulated  for  tlils  purpose 
were  sufflcient  to  meet  the  needs  for  a  while. 

It  was  strongly  necessary  Co  give  up  cresollte  because  of  the  very  small 
amounts  of  cresol  derived  from  tar. 

In  order  to  procure  phenol,  Itenzlne.  and  toluol,  France  Invoked  the  assistance 
of  Great  Britain  who  furnished  herewith  ail  dunntltles  of  benzol  and  toluol. 
Quantities  which  reached  and  actually  exceeded  3,5(X)  tons  a  month ;  Ibe  United 
States  which  at  the  outbreak  of  hostilities,  possessed  but  relatively  few  coke 
furnaces  fitted  to  extract  l)en:{ol  rapidly  develoiKd  such  Installations  and  thus 
fltted  for  producing  synthetic  phenol  and  were  thus  able  to  furnish  to  France 
over  and  above  considerable  quantities  consumed  to  America  Itself  up  to  500 
tons  of  phenol  and  3,000  tons  of  pure  benzine  n  month  and  besides  email  quau- 
tlties  of  toluol.  In  order  to  procure  this  Inst  product  France  had  lieen  forced 
to  draw  upon  the  petroleum  "deposits  of  Borneo.  At  the  same  time  France 
turned  her  attention  to  all  explosives  made  from  ore  ausceptible  of  being  adapted 
to  military  neeils  particularly  to  explosives  with  a  nitrate  of  ammonia  basis 
which  she  was  able  to  procure  in  abundance  lu  Norway  and  explosives  of  chlorate 
and  perclilornte  basis  the  manufacture  of  which  ali-eudy  existed  to  certain  extent 
In  France.  So  far  as  the  manufacture  of  powder  goes,  the  raw  materials 
of  which  are  cotton,  sulphuric  acid,  nitrate  of  soda  and  alcohol,  these  were 
not  lacking  at  the  beginning  and  the  manufacture  of  them  depended  only  upon 
nianuracturiiig  plants.  These  latter  have  multiplied  since  that  time.  To  ap- 
preciate the  actual  situation,  it  would  be  well  to  call  to  mind  that  only  by- 
making  this  appeal  to  both  Great  Britain  and  the  United  States  was  France 
able  to  procure  the  raw  materials  necessary  for  these  manufactures.  Now 
Uiese  raw  materials  heretofore  transiiorted  by  sea,  the  crisis  in  freight  due  to 
submarine  warfare,  has  brought  about  a  condition  seriously  menacing  the  manu- 
facture of  explosives  and  powder.  If  we  resume  In  fact  the  different  cate- 
gories on  explosives  and  powders  of  whlcU  we  have  Just  been  speaking,  in  the 
first  place  It  will  be  found,  picric  acid,  the  manufacture  of  which  requires  for 
100  kilos:  55  kilos  benzine,  75  kilos  solid  caustic  soda,  400  kilos  pyrites,  185 
kilos  nitrate  of  soda,  and  5O0  kilns  coat. 

As  for  benzine  we  have  seen  that  nearly  four-fifths  of  the  amount  used  In 
Fraiice  was  brought  there  by  sea.  Soda  requires  In  order  to  be  manufactured 
and  concentrated  nearly  two  and  one  half  times  its  weight  In  coal,  the  greater 
part  of  which  comes  to  us  by  sea. 

Pyrites  comes  to  us  in  large  measure  from  Spain  or  Italy. 

As  for  nitrate  of  soda.  It  comes  exclusively  from  Chile  by  ships  taking  from 
RO  to  60  (lays  In  making  the  course.  Now  boats  that  can  moke  trips  of  Ions 
duration  are  no  longer  to  be  found  and  the  sufiply  diminishes  from  day  to  day. 
Forty-nve  thousand  tons  a  month  are  needed  and  only  20,000  to  25,000  tons  can 
be  procured.  On  account  of  the  length  of  the  voyage  (120  days  coming  and  going 
under  the  roost  favorable  circumstances),  the  services  of  supply  hesitate  to  di- 
vert to  these  courses  ships  which  could  transport  In  the  same  time  upon  a 
voyage  much  shorter,  all  articles  indispenslble  for  the  feeding  and  heating  of 
the  armies  and  civil  population.  On  the  other  hand.  England  and  the  United 
States  when  asked  to  furnish  a  supplemental  freight  for  this  purpose,  have 
denied  theinselves  their  own  stated  needs  so  that  the  situation  was  particularly 
grave  and  It  may  be  forseen  that  by  the  beginning  of  December,  1917,  the  stocks 
having  been  exhausted,  it  will  be  necessary  to  reduce  manufacture  proportion- 
ately to  the  resources,  this  Is  to  say  at  least  half  of  the  actual  manufactures. 

To  overcome  this  difficulty  the  French  Administration  proposes  to  develop 
to  a  considerable  extent  the  manufacture  of  synthetic  nitric  acid,  but  this  de- 
mands large  installations  of  liydraullc  power  (since  coal  Is  lacking),  and  It 
can  not  be  ho|ied  under  the  most  favorable  hypothesis  In  view  of  the  dllflculty 
which  Is  encountered  In  obtaining  labor  and  the  necessary  materials,  that  the 
first  installations  of  hydraulic  power  for  nitric  acid  will  be  able  to  function 
before  the  middle  of  the  year  191S. 
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It  most  Dot  be  torgotteiL  morcarer.  tbat  nitrate  of  sodt  Is  fndlapeosable  tor 
agiicultiire.  aod  the  probleni  of  providoDing  presents  Itself  in  France  with 
itmost  as  much  insistence  as  that  of  the  maDofanure  of  explofilTes.  For 
dlnltrotolnol  (T.  N.  T.).  tolnot,  whidi  also  comes  br  sea.  Is  Deceasarr  (rrom 
tbe  United  States  aod  Borneo)  and  also  nitrate  of  soda. 

For  powders  cotton  is  necessary-  which  motes  by  sea  from  the  Cnited  States, 
nitrate  of  soda,  whicb  conies  b;  sea.  and.  flnallj,  alcobt^  which  is  obtained 
from  grains  necessary  for  feeding,  and  at  Imst  an  important  part  of  which  Is 
imported  by  sea.  or  beetroot,  wliich  represents  sogar.  also  imported  In  large 
part  by  sea,  and.  finally,  a  great  deal  of  coal  which  necesarily  comes  to  us 
by  Bea. 

Nitrate  of  ammoola  comes  also  from  Norway  by  sea. 

Finally,  chlorates  and  perchioretes  require  getting  a  considerable  hydraallc 
power,  part  of  which  U  neceasary  in  the  mannfaetnre  of  alnmlnnm,  ferro- 
slllcon,  or  synthetic  nitric  add.  It  Is  not  possible  to  augment  this  ontpnt. 
which  Is  after  all  of  small  Importance,  without  rednclag  the  output  of  other 
prodocte  which  are  Indispensable  for  the  needs  of  the  Army.  If  calculations 
were  made  on  the  quantities  of  raw  materials  to  be  Imported  for  actual  manu- 
factures, It  is  found  that  it  Is  necessary  to  Import  by  sea  from  8  to  12  tons  of 
raw  materials  to  produce  1  ton  of  nitrate  explosives  and  from  10  to  20  tons  of 
various  materials  to  make  1  ton  of  powder. 

If,  on  the  contrary,  we  consider  the  situation  of  the  United  States,  we  will 
find  that  the  sitnatlon  is  altogether  reversed.  That  country  is  a  great  pro- 
ducer of  benzol  and  of  toluol,  lar^e  antoonts  of  which  are  exported  to  France; 
soda,  coal,  and  cotton,  grains  and  alcohol  In  abundance.  It  can  receive  nitrate 
of  soda  by  the  Pacific,  which  corresponds  to  a  voyage  by  sea  of  40  days,  coming 
and  going.  In  place  of  120  dajs.  As  for  pyrites,  I  am  not  very  well  Informed 
as  to  the  resources  which  can  be  found  In  the  United  States. 

LienL  Col.  Wiluavs.  We  find  in  Louisiana  all  the  quantities  of  sulphuric 
necessary  to  make  all  the  eulpliuric  acid  which  we  need. 

Chief  Engineer  Patart.  Under  those  circumBtnnces,  it  may  t>e  said  that  tha 
rmted  States  has  In  Its  own  territory  alL  the  necessary  raw  materials  of  first 
Importance,  with  the  exception  of  nitrate  of  soda,  whereas  France  Is  forced  to 
get  tbem  by  sea,  .\s  far  as  nitrate  of  soda  Is  concerned  they  (the  United 
Stales)  can  procure  three  times  the  amount  that  could  be  gotten  In  a  sea 
voyage  of  the  same  length  within  the  submariDe  looe,  where  ships  can  be 
employed  to  land  the  seaboard  of  France  and  England  only  nt  great  risk. 

If  we  take  stock  of  these  considerations  and  If  we  adopt  the  point  of  view 
pointed  out  by  the  minister  of  armament — that  la  to  say.  If  we  consider  both 
countries  (France  and  the  United  States)  as  constitntlng  one.  and  If  wo  take 
into  coDslderatlon  the  actual  difficulties  of  marine  transportation  and  the  grave 
consequences  which  follow  therefrom,  the  solution  which  Immediately  comes  to 
mind  Is  the  following: 

Since  the  United  States  finds  within  Its  own  territory  all  raw  materials 
which  France  can  only  procure  by  sea,  and  since  the  transportation  of  raw 
materials  requires  from  ten  to  twenty  times  the  amount  of  freight  aa  the 
tran^Mrtation  of  manufactured  explosives,  evidently  all  explosives  ought  to  be 
made  In  the  United  States  and  transported  to  France.  At  the  same  time  this 
will  accomplish  the  result  of  economizing  a  fleet  of  from  300,000  to  400.000 
tons,  considering  solely  the  needs  of  powders  and  explosives  of  the  French 
Armies,  wblch  at  the  present  time  Is  of  the  highest  Importance. 

From  the  opposite  point  of  view,  France  wlli  only  be  able  to  feed  the 
American  Armies  In  France  at  the  expense  of  provisioning  our  own  troops, 
but  she  will  also  cause  a  fatal  re<luctlon  In  her  own  output,  because  at  Oie 
present  time  It  will  be  seen  that  there  will  be  a  reduction  by  half,  beglDnlng 
by  the  middle  of  December  next,  owing  to  the  lack  of  nitrate  of  soda,  which 
is  lndlspeDsat>Ie. 

It  remains  to  inquire  whether  the  solution  Indicated  above  does  not  raise 
upedal  dlfBcultles  and  whether  the  Untied  States  will  be  able  with  relatively 
small  delay  to  bring  about  Installations  necessxry  for  an  increase  In  maou- 
factore  corresponding  only  to  the  attendant  reduction  In  the  French  output, 
hot  to  an  Increase  eorrespondliig  to  the  new  effectives  which  Ihe  United  States 
la  attont  to  place  in  the  line  upon  the  Continent. 

Commandant  Caber.  Can  we  get  any  Idea  of  the  value  of  this  requested 
bicreaseT 

Uewt.  CoL  WiLLiAUS.  It  Is  for  you  in  the  Ught  of  your  eipwlenf*  to  fix  a 
)rocuremen  t   flgu  re. 
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Commandant  Caher.  It  would  be  necesaai?  to  know  tlie  number  of  effet.'- 
tlves  planned. 

Llent  Col.  WiLLiAUB.  We  think  that  there  will  be  10  American  divisions 
In  France  t)etween  tlila  time  and  the  end  of  the  year. 

Chief  Engineer  Patart.  For  my  part  I  believe  that  tlie  United  States  will 
be  able  without  any  dlfilcnlty  to  meet  all  of  her  own  needs. 

So  far  as  explosives  are  concerned,  the  Installations  for  the  manufacture  of 
picric  add  are  bo  simplified  that  If  the  Qovernment  of  the  TTnlted  Slates 
eDerKetically  talies  the  matter  Into  Its  own  hands,  in  view  of  the  considerable 
powers  which  it  already  has  at  Its  disposal,  I  am  persuaded  that  all  tb« 
necessary  installations  will  be  completed  In  a  short  while;  it  has  a  method  of 
manufacture  which  all  American  engineers  already  know.  They  are  fumlsh- 
Ing  us  at  the  present  time  with  considerable  quantities  of  picric  acid  of  sat- 
isfactory quality.  They  are  not  In  need  of  wood.  Iron,  nor  of  anything  whicb 
Is  required  In  construction.  Their  maufacturers  are  celebrated  for  their  speed 
In  execution.  In  prance  at  the  end  of  the  year  1915  we  were  able  to  create 
new  capacities  for  manufacturing  200  tons  a  day  In  less  than  four  months, 
and,  moreover,  we  were  in  need  of  nearly  all  construction  materials. 

As  far  as  the  United  States  Is  concerned,  this  delay  would  certainly  be  able 
to  be  further  reduced. 

With  respect  to  powders,  the  question  has  been  considered  to  be  more  deli- 
cate. Up  to  the  present  time  the  United  States  has  only  furnished  us  with 
powder  for  the  7Ss,  and  as  far  as  powder  for  the  guns  of  larger  calibers  is 
concerned.  It  Is  feared  that  certain  difficulties  may  arise  In  the  manufacture 
of  special  types  adapted  to  our  ordnance,  but  I  believe  that  they  shonld  easily 
accomplish    this. 

Gapt  Mabtin.  We  have  already  tested  specimens  of  coarse  powder  in  the 
United  States,  but  powders  of  the  multi-perforated  type  very  rapidly  show 
errors  due  to  humidity,  and  as  a  result  excessive  and  dangerous  variations 
of  velocity  and  conseqnently  of  range  occur.  It  Is  therefore  to  be  feared  that 
the  coarse  powders  manufactured  In  America  are  not  capable  of  being  em- 
ployed under  the  same  conditions  as  the  French  powders. 

LieuL  GoL  Wiluaus.  Errors  due  to  humidity  are  greater  than  with  the 
French   type? 

Capt  Mabtik,  Yes. 

LleuL  Col.  Williams.  I  do  not  see  the  reason  why. 

Chief  Engineer  Patabt.  Nor  more  do  I,  but  if  the  fact  Is  as  stated,  tbls 
could  be  atttlbuted  to  causes  either  because  the  American  powders  are  de- 
livered In  a  drier  state  than  the  French  powders  which  would  explain  a 
greater  error  due  to  humidity  than  If  the  powders  had  been  eipased  to  an 
atmosphere  saturated  with  moisture  and  the  remedy  for  this  fact  would  be 
easy.  It  would  only  be  necessary  to  deliver  powders  In  a  moLst  condition, 
that  Is  to  say  powders  which  have  already  taken  on  a  normal  humidity. 

Or  perhaps  it  Is  due  to  different  methods  of  manufacture.  In  France  two 
kinds  of  guncotton  are  used,  one  of  which  is  very  gelatinous  and  a  great 
excess  of  solvenL  Thereby  we  obtain  relatively  soft  paste  in  which  the  fluid 
collodion  Is  everywhere  disseminated.  Tlie  United  States  employ  a  single  type 
of  guncotton  and  a  small  amount  of  solvent  (100  In  place  of  ISO),  thereby 
hard  paste  is  obtained  where  the  gelatlnation  is  perhaps  homogeneous. 

Lieut.  Col.  WiLLiAus.  I  do  not  believe  that  because  we  work  under  con- 
siderable pressure  which  ought  to  cause  the  gelatlnation  to  penetrate  tbroQ£fa 
the  entire  mass.    What  Is  the  price  of  nitrogen  for  French  guncotton? 

Chief  Engineer  Patabc.  I  will  point  that  out  to  you  exactly  at  the  next 
meeting.  As  (or  the  method  of  manufacture  I  have  only  taken  a  suppositious 
case.  That  may  be  an  exact,  for  the  purpose  of  attempting  to  explain  a  fact 
surprises  me  aud  which  ought  to  be  cleared  up.  Capt.  Martin  will  be  good 
enough  to  bring  us  at  our  ne:it  meeting  a  detailed  statement  of  experiments 
upon  which  the  opinion  Is  grounded  that  American  powders  are  not  satisfactory 
for  large  French  calibers.  The  question  is  one  of  the  highest  Importance  and 
ought  to  be  cleared  up.  The  American  Government  having  decided  to  adopt 
the  French  155  mat£rlel  ought  to  be  In  position  sooner  or  later  to  produce 
powders  adapted  to  this  materiel.  It  will  be  seen  that  we  can  not  expect 
solution  of  this  problem  It  U  necessary  to  know  precisely  If,  Indeed,  American 
type  of  exploelvea  are  capable  of  being  employed  without  Inconveniences  Id 
this  country. 

In  any  case  and  since  It  Is  necessary  to  proceed  with  great  speed,  tt  will  not 
be  Impossible  to  forward  to  the  United  States  the  materiel  and  personnel  of 
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» tons  B  day  of  powder  o(  the  PreDch  type  in  such  a  manner  tbat  the  United 
States  will  be  able  to  rapidly  develop  the  one  of  the  two  methods  of  manii- 
fictore  which  will  appear  preferable  to  them.  It  Is  Important  that  necessary 
measares  be  taken  rapidly  to  bring  this  matter  to  a  head  because  time  is  presa- 
iDf  and  a  crisis  Is  Impending  which  may  have  the  greatest  consequences. 

To  sum  up,  my  opinion  Is  that  If  France  must  manufacture  eiploslres  for 
the  American  effectives  she  will  not  be  able  to  do  bo  e.xcept  at  the  expense  of 
RppUes  made  or  Intended  for  the  French  efFectires;  and  In  any  case  these 
npplles  would  themsPlves  be  reduced  In  consequence  of  the  lack  of  nitrate 
of  soda.  It  consequently  appears  necessary  to  take  the  rlew  that  the  French 
oatpnt  will  become  reduced  to  the  quantity  corresponding  to  the  raw  materials 
obtained  within  French  territory,  or  to  those  which  may  be  received  without 
too  great  dlfficnlty.  It  must  not  be  forgotten,  however,  that  the  number  of 
■rallable  workers  Is  on  the  decrease  and  the  recourse  must  be  had  for  nearly 
ooe-half  of  the  total  of  annual  labor  to  Annamltes.  Chinamen,  Kabyles  or 
Seiegalese;  that  It  Is  necessary  to  feed  them  which  increases  the  crisis  in  tlie 
teedlag  problem. 

The  United  States  ought  then  to  provide  Itself  with  tools  In  order  to  produce 
not  only  all  the  quantity  of  powder  and  erploslves  neceasnry  for  the  Amerlcun 
erifctlves,  but  the  fraction  of  supplies  necessary  for  the  French  troops  (say 
■bniit  two-thirds)  which  can  not  be  obtained  ifi  France  with  raw  materials 
prodnced  npon  Its  own  territory. 

An  exception  could  be  made  for  explosives  with  a  chlorate  of  soda  base,  the 
production  of  which  could  be  Increased  but  on  condition  that  the  United  States 
ibonld  famish  France  a  quantity  of  aluminum  corresponding  to  the  electric 
power  ttsed  up,  say  23  tons  of  aluminum  for  100  tons  of  chlorate  which  would 
bring  alMDt  an  economy  In  transportation,  but  the  surplus  of  explosives  made 
tram  chlorates  and  pOTdilorates  thua  obtained  could  hardly  exceed  SO  tons 

Capt.  WHtTsntOE.  Could  not  the  production  of  dynamite  be  Increased?  How 
audi  actually  Is  produced?    How  much  Is  used  up? 

Capt.  nO'cvKO.  We  can  manufactnre  125  tons  a  month  of  different  kinds  of 
dmainlte  which  are  wholly  set  apart  for  the  consumption  of  the  Army  and  of 
[ilnte  Indiutrles. 

Commandant  Aixeat;.  The  average  monthly  consumption  of  explosives  for 
the  French  troops  on  the  front  and  for  the  war  of  mines  Is:  SDO  tons  of  ex- 
ptorives  of  chlorate  base,  10  tons  of  dynamite,  6.S  tons  of  melinite.  These 
Bgores  do  not  Include  the  consumption  of  trench  mortars. 

Chief  Bngineer  Patabt.  In  order  to  manufacture  dynamite  nitroglycerine 
1*  necessary,  that  Is  to  say,  glycerine,  sulphuric  acid,  and  nitrate  of  soda.  So 
tu  as  glycerine  Is  concerned  Its  manufacture  is  tied  up  by  the  Importation  by 
Ma  of  oily  seeda,  and  at  the  present  time  the  greatest  dlflBcnltles  from  this 
point  of  view  are  already  encountered. 

The  conclusions  exchanged  may  be  new  for  certain  members  of  the  com- 
mission. It  would  perhaps  be  well  for  each  one  of  the  members  to  reflect  upon 
Qiem  and  to  find  out  the  best  solution  to  adapt  In  order  to  present  It  to  the 
conunlssion  at  Its  next  meeting,  which  will  be  flxed  for  Tuesday,  the  7th  of 

UeuL  CoL  WnxiAMs.  Would  It  be  possible  to  have  for  this  date  as  detailed 
I  Hatonent  as  possible  of  what  has  t>een  said  to-day?  ___ 

Chief  Engineer  Patabt.  A  detailed  report  will  be  gotten  out  as  soon  as  pos- 
tible  based  upon  the  notes  taken  by  the  stenographer  and  sent  Immediately  to 
Hdi  of  the  members. 

(The  proposition  to  meet  again  on  the  7th  of  August  at  3  was  adopted  and 
the  meetliig  adjourned  at  4  o'clock.) 

EXPLOSIVES,    SEcono    HiXTmo, 

1911. 

The  Technical  Franco- American  Commission  on  Explosives  was  reconvened 
M  the  call  of  the  minister  of  armament  and  munitions  of  the  war  under  the 
fhalnnanshlp  of  Monsieur  Patart,  rhief  military  engineer  of  powders. 

There  were  present :  Lieut.  Col.  Williams.  MaJ.  Ornves.  Commandant  Allean. 
Ctpt.  Whttridge,  Capt.  de  Nevro.  Capt.  Martin,  Lieut  de  Neufllze. 

Command  ant  Cahen  and  Capt.  Cavalier,  absent,  were  excused. 

The  report  of  the  flrat  meeting  was  adopted  wltliont  remarlu. 
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Monsieur  Patart  gave  the  conclusions  promteed  on  the  subject  of  the  nature 
of  gtincotton  employed  In  the  manufacture  of  French  powders.  Cotton  No.  1, 
called  "Insoluble"  la  employed  at  the  rate  of  from  55  to  70  per  cent,  accord- 
ing to  the  sensitiveness  of  the  powder ;  the  amount  of  nitrogen  is  understood 
aeeorrting  to  regulations  to  be  between  12.90  per  cent  (the  minimum  amount) 
and  30.50  per  cent  (the  maximum  amount).  Cotton  No.  2,  or  "soluble"  cotton, 
which  enters  Into  the  composition  of  powders  in  the  proportions  of  from  30 
to  45  per  cent,  possesses  an  amount  of  nitrogen  varying  from  11.96  per  cent 
(the  minimum  amount)  and  12.46  per  cent  (the  maximum  amount).  Powders 
contain  much  more  soluble  cotton  so  that  they  are  coarser  and  consequently 
adapted  to  larger  calibers. 

Capt.  Martin  brought  the  concla^ons  requested  at  the  foregoing  meeting 
upon  the  possibilities  of  employlnR  American  powders  Instead  and  In  place 
of  the  powders  of  the  French  type  In  cannon  actually  in  service. 

It  appears  from  conclusions  contained  In  a  letter  of  the  Versailles  Commis- 
sion on  Powders  of  War  (No.  214-m/19),  dated  July  4,  1917,  that  theoretically 
powders  of  American  manufacture  In  grains  could  he  employed  in  war  ord- 
nance requiring  powders  B.  C.  and  B.  S.  P.,  but  with  certain  reservations  or 
modifications  In  manufacture.  In  particular,  the  construction  of  cannon  cart- 
rldfces  ouRht  to  be  made  the  subject  of  a  special  study  (divisible  charges  of 
powders  in  grains  requires  detonators  and  primers  different  from  those  used 
In  powders  In  bands),  but  "  tt  Is  clear  from  the  former  experiments  that  this 
study  will  be  able  to  be  carried  out. 

So  far  as  the  preservation  of  ballistic  properties  are  concerned  It  has  been 
observed  that  the  moisture  of  American  powders,  if  this  be  measured  by  the 
loss  of  weight  after  heating  for  4  hours  at  60°.  is  slightly  considerably  below 
1  per  cent;  that  is  why  esiposedto  the  same  damp  atmosphere  they  take  on 
more  moisture  than  the  French  powders,  such  as  the  B.  C,  or  B.  S.  P.,  the 
humidity  of  which  moisture  as  above  stated  ought,  according  to  regulations 
to  vary  ttetween  1.30  per  cent  and  1.62  per  cent.  It  has  been  found  that  B.  C- 
powder,  the  humidity  of  which  was  1.42  per  cent  when  exposed  for  five  days 
In  a  magazine  possessing  ths  same  moisture  (H.  B.  M.  12  No.  Gi)  the  humidity 
of  which  was  only  1.61  per  cent  for  the  same  length  o(  time,  together  with 
an  American  powder  the  moisture  of  the  first  was  raised  from  L42  per  cent  to 
2.11  per  cent  and  that  of  the  second  from  1.61  per  cent  to  2.17  per  cent.  The 
loss  of  velocity  was  only  2.30  for  the  first,  whereas  It  was  30.2  for  the  second ; 
In  another  Bring,  the  moisture  having  l)assed  from  1.53  per  cent  to  2.39  per 
cent  for  the  B.  G.  powder  and  from  1,78  per  cent  to  2.58  per  cent  for  the 
powder  H.  B.  M.  12,  the  loss  of  velocity  was  60.80  for  the  first  and  37.40 
for  the  second.  It  follows  that  powder  of  the  American  manufacture,  such 
as  that  which  has  actually  been  delivered,  must  be  stored  In  air-tight  recep- 
tacles up  to  the  moment  of  firing  in  order  to  preserve  its  ballistic  qualities, 
the  receptacle  being  able  to  fulfill  the  condition  of  an  air-tight  case.  After 
the  conclusions  reported  to  tlie  commission  by  Cot.  LaPradelle  upon  his  return 
from  his  commission  In  America.  It  ap;)eared  possible  to  modify  the  manu^c- 
ture  of  American  powders  in  such  a  manner  that  the  amount  of  humidity 
should  be  the  same  as  that  In  French  powders.  With  the  accomplishment  of 
this  modification,  manufacture  would  require  several  months  and  the  com- 
mission on  powders  was  not  certain  that  in  view  of  their  form  and  their 
make-up,  the  different  American  powders  remained  more  susceptible  than 
French  powders  to  the  Influence  of  moisture. 

Monsieur  Patart,  summing  up  the  question,  said  that  American  powdera 
differ  from  French  powders  as  follows : 

1.  By  their  lower  degree  of  moisture  (lost  after  4  hours  at  60"). 

2.  By  their  greater  total  of  amount  of  voluble  substances  solvent  In  their 
nature. 

3.  By  their  form,  which  Is  Kranular,  pierced  n1th  three  little  holes  rather 
than  In  bonds. 

To  enable  American  powders  to  t>e  employed  In  the  same  armies  under  the 
same  conditions  as  French  powers  tt  follows  that  It  will  he  necessary  to  take 
certain  measures.  The  Increase  in  the  amount  of  moisture  does  not  appear  to 
raise  any  dlfitculty,  and  after  all  that  Is  known  In  this  respect  It  does  not  seem 
that  with  the  same  moisture  iwwders  of  the  American  type  ought  to  subse- 
quently act  differently  than  powders  of  the  French  type ;  the  reduction  of  the 
amount  of  solvent  will  require  probably  n  completion  and  perhaps  some  modifi- 
cation In  the  treatment  of  powders,  which  would  not  appear  to  present  great 
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dUSniltles:  as  for  the  employmeat  of  powder  Id  grains  In  divisible  cbarges,  It 
Kill  Kqaire  with  no  doubt  some  modlBcatloD  la  the  metbo)!  of  primers,  but 
Qw  nnnmifislon  on  pon'ders  deems  it  will  be  possible  to  bring  this  to  a  satla- 
ftcliitr  conrlnslon.  Under  these  conditions  tlie  odaptBtlon  of  the  American 
pnvders  to  French  ciinnons  does  not  appear  to  raise  insunnoun table  diffl- 
nlties. 

Upot  Col.  Wi[j.iAus.  Hnve  the  American  powders  employed  In  Preach  can- 
nonii  been  made  from  French  formulas  or  American  formulaB? 

Chief  Enfflneer  Patart.  At  tl»e  bci,'lnnlng  of  the  war,  (or  the  sake  of  speed, 
iBiniifacturers  of  the  United  States  were  requested  to  deliver  powders  of  the 
lype  ih™  manufactured  by  America  for  tlie  75  and  we  used  what  they  gave  us, 
<n\s  tsldng  that  It  be  as  nearly  ;)ccording  to  fpeclBcatlons  as  possible.  The 
flurgr  to  be  used  was  determined  by  bamge  firing  which  the  Versailles  com- 
oLssion  on  powders  carrleii  out  with  respect  to  their  tot. 

Lint.  Col.  Williams.  Are  there  any  powders  of  the  grain  type  perforated 
Willi  seven  holes? 

Monsieur  Patabt.  Yes;  and  will  reduce  charges  that  give  satisfactory  results 
with  the  75 ;  but  the  question  which  presents  Itself  is  the  use  of  these  |»wders 
in  oilier  calibers  where  powders  are  not  In  alr'tlght  cases,  but  in  linen  bags 
and  n-here  charpes  must  be  divided  into  several  packages.  It  was  at  first 
fuKd  tliat  they  would  not  take  on  moisture  In  tlie  same  manner,  and,  secondly, 
^tb  rfspect  to  difficulties  In  accomplishing  a  regular  burning  which  would 
not  Blre  rise  to  the  prematures. 

IJcnt.  Col.  WnxiAMS.  Are  American  powders  sent  to  France  In  air-tight 
MKs  and  do  these  cases  remain  clnse<l? 

Monsieur  Patart.  They  are  sent  ^l^e^  In  absolutely  air-tight  cases.  If,  more- 
■wer.  our  American  colteumies  would  like  to  go  with  us  to  tlie  Versailles  com- 
mlslon  ou  piiwders.  they  will  show  us  how  Anierlcnu  iiowders  are  i-ocelved  and 
iwr  they  are  unloadwl  and  chnrced. 

Lieut  Col.  WiLLHiifi.  I  accept  and  thank  you  in  behalf  of  my  colleagues, 

Unnsienr  Patart.  I  ask  the  members  of  the  commission  If  any  of  them  see 
toy  other  solution  to  the  protileui  than  that  which  has  been  suggested,  namely. 
Id  nanafacture  In  Anierlca  not  only  powder  and  explosives  necessary  fur  the 
Ammerimn  contingents,  but  also  u  portion  of  the  powder  and  explosives  neces- 
ary  for  tie  French  Army? 

The  members  of  the  commisslun  consulti-d  all  declared  that  they  Inclined  to 
tbis  point  of  view. 

UeuL  Col.  Williams  declared  that  the  manufacturing  capacity  of  the  T'nited 
Sistes  will  prevent  thnn  not  only  to  mifn<«  for  the  supply  of  American  coiitln- 
Ksm  but  also  for  a  part  of  the  needs  of  the  French  Army,  but  it  would  niit  be 
[>Mi<ible  to  obtain  this  result  until  the  beginning  of  the  middle  of  December 
am  When  Col.  Williams  left  Washington,  the  Government  of  the  United 
Ststes  assured  him  that  without  toM<'IiIng  the  contracts  entered  Into  between 
tlie  Allies  and  American  manufacturers.  It  would  be  possible  to  produce  a  large 
UKmnt  of  the  requirements  for  the  American  armies  upon  their  arrival  in 
Pr«n». 

Chief  Engineer  Patart  remarked  that  this  statement  was  very  reassuring, 
f™t  U  was  extremely  Important  to  fls  at  the  present  time  the  best  course  to 
folloir  bi  order  to  arrive  at  the  goal  If  valuable  time  was  not  to  be  lost.  Sev- 
f»l  Dtonths  ago  the  minister  of  armament,  recognizing  the  necessity  of  making 
»  liTger  appeal  to  the  American  manufacturers  because  of  the  difficulties  of 
tnWortatlon  arranged  a  conference  with  the  manufacturers  through  the  high 
nioimiggioner.  The  negotiations  had  been  long  and  the  results  very  unsatlsfac- 
tmy  because  of  the  difficulties  of  price,  conditions  of  purchase  and  consumption. 
The  qnestlon  of  credit  In  America  had  required  the  Intervention  of  the  French 
tdnUatetratlon  of  finance.  This  is  the  way  to  proceed  If  the  matter  is  to  be 
aided  or  to  avoid  ending  It  "  too  late  " ;  that  is  to  say.  when  the  lack  of  raw 
Mterlaiii  ivlll  have  reduccil  French  manufacture  to  the  point  where  the  Army 
111  be  In  danger  of  lacking  mufiltions.  It  is  necessary  to  request  the  United 
Stiles  Uovemment  to  take  the  question  into  its  own  and  to  consider  Itself  as 
fi«nwl  by  the  Allies  to  funilsh  itself  the  neci'ssary  explosives  and  powder. 
The  Prench  Government  an<l  even  the  high  commission  In  America  are  on  a 
'wtind  with  respect  to  American  manufacturers  only  the  customvrs  soliciting 
mppltM.  The  manufacture  question  Imposed  conditions  of  price  or  payment  or 
dt  eieesaive  delays  and  the  French  Qovernment  has  no  niethod  of  action.  It  Is 
«lWr  I  different  matter  from  the  United  SMlea  Government  speaking  to  one 
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of  its  own  cltlzena ;  linvlng  all  the  powers  nt  the  diaposal  ot  the  Govemuient  it 
can  fix  the  price,  conditions,  and  delays;  It  Is  done  with  respect  to  steel  and 
talcen  up  the  snme  with  powders  and  exptoBives.  It  would  be  estreniely  nice 
If  the  American  n^embcra  of  the  commission  should  call  the  attention  of  their 
Government  to  this  point. 

Col.  Williams  said  that  they  will  not  fail  to  do  this  and  that  they  had  already 
sent  to  their  Govemraent  the  proceedings  of  the  commission,  but  It  would  he 
useful  for  the  French  High  Coniuilssion  to  make  an  official  application  In  tbis 
amntry. 

Mon^iU'iir  Pntart  »)id  that  the  roniiiilsKlou  would  be  able  to  present  a  resolu- 
tion along  these  lines. 

Col.  WlJlianis  said  it  would  be  necessary  to  fix  the  price. 

Monsieur  P.ntart  said  that  could  be  done  In  the  next  meeting.  For  the  tliiie 
being  It  appeared!  to  him  that  the  commission  was  unanimous  In  ashing  (1) 
that  the  United  States  Govemnieut  take  into  its  own  hands  the  furnishing  of 
powder  and  explosives  not  only  for  the  total  requirements  of  the  American 
contingents  In  France  but  also  (and  In  a  proportion  which  would  be  two-thirds 
of  the  actual  output)  that  of  the  powtter  and  explosives  necessnrj'  for  the  con- 
sumption of  the  French  armies.  (2)  The  study  should  imme^ltately  be  under- 
taken for  the  adapting  different  tyiies  of  multicellular  granular  powder  to  tite 
Uring  of  French  powder ;  that  this  study  be  carried  on  at  the  same  time  in 
France  and  the  United  States  by  competent  experts.  (3)  That  to  this  end  the 
French  Government  should  place  at  the  disposal  of  the  United  States  (.ovcrn- 
ment  experts  competent  not  only  In  the  manufacture  of  the  different  powders 
but  also  in  the  method  of  their  use  In  arms.  (4)  That  In  the  event  of  the  con- 
tingency where  this  adaptation  should  raise  Insurtnountable  difficultle:4  or  re- 
quire too  important  mo<1iflcatlons  of  material,  recourse  should  be  had  at  least 
provisionally  to  the  hand  tj-pe  of  French  powder  and  the  complete  material  and 
personnel  necessary  to  manufacture  20  tons  a  day  of  band  powder  of  the  French 
type  should  be  Immediately  Ncnt  to  the  French  Government  and  place<l  at  ttie 
entire  diaposal  of  the  United  States  Government.  (3)  That  the  High  French 
Commission  in  America  should  be  completely  posted  on  the  progress  of  the 
commission. 

The  president  said  that  the  next  meeting  would  be  fixed  for  Wednesday,  22d 
of  August ;  that  in  the  Interval  the  commission  woidd  be  able  to  resort  to  the 
Versailles  Powder  ConitalBslon.  and  to  obtain  there  all  the  conclusions  uecessary 
to  definitely  settle  at  the  next  meeting  the  propositions  to  be  made  to  the  Minis- 
ter of  Armament.  The  proceedings  In  the  present  meeting  will  be  typewritten  and 
distributed  to  all  the  members  of  the  commission  through  Gapt.  de  Nevro  t» 
whom  they  should  present  their  comments  If  there  were  any. 

The  meeting  adjourned  at  4.30  o'clock. 

TECHNICAL  FBANCO-AMKRICAN  COUUISSIOS  OS  EXPLOSn-ES,  THJBD  UBETINU,  AUOUST 

The  Technical  Franco- American  Commission  oti  Explosives  met  for  the  third 
time  August  22,  1917,  at  the  call  of  the  Minister  of  Armament  and  Muidtlons  of 
War  under  the  chairmanship  of  Monsieur  Patart,  Chief  Military  Kngineer  of 
Powders. 

There  were  present:  Lieut  Col.  Williams,  MnJ.  Graves,  Commandant  Alleau, 
Commandant  Cahen,  Capt.  Wbitridge,  Capt.  de  Nevro,  Cupt.  Martin,  Capt.  Cav- 
alier. Lieut,  de  Neuflize. 

In  respect  to  the  report  of  the  last  meeting  Capt.  Martin  presentwl  the  follow- 
ing comments : 

(1)  In  the  extract  of  letter  from  the  Versailles  Commission  it  Is  atld  that 
the  use  of  American  powders  of  French  material  after  former  experiments  could 
be  brought  to  successful  conclusions;  reservations  ought  to  be  made  with  re- 
spect to  necessary  delays  for  the  termination  of  this  study.  It  is  also  said  "  that 
the  French  Government  ought  to  place  at  the  disposal  of  the  Unlteil  States  (5ot- 
emment  experts  acquainted  both  with  the  subject  of  nianu fact u ring  powders 
and  their  use  In  arms."  The  number  of  technical  experts  lltted  to  answer  ques- 
tions as  to  the  use  of  powder  In  arms  Is  very  reduced ;  all  French  technical  ex- 
perts are  necessary  and  each  is  altathed  to  a  post  where  they  are  Indlspensabie. 
Experts  of  the  tyx)e  in  question  who  could  be  spared  would  not  be  sufficiently 
posted  with  the  studies  made  heretofore  and  would  not  have  at  their  disposal  as 
Bufilclent  means  as  our  commissions  of  experience.  In  concluding  his  remarks, 
Gapt.  Martin  asked  to  have  the  words  "  and  their  use  In  arms  "  stricken  out  and 
to  make  other  reservation  on  this  point. 
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Od  tbe  other  hand,  the  trials  made  in  America  ought  not  to  hinder  the 
WTlce  ol  artillery,  and  the  acceptance  of  powders  ought  to  be  made  In  Firance 
hr  the  service  ot  ertlllerj  wtilch  Is  the  conaumer. 

Capt.  Martin  s&td  that  the  only  solution  would  be  to  have  specimens  which 
qBailff  tbe  commissioD  to  study. 

M.  Patart  said  that  he  was  not  altogether  in  accord  with  what  Capt  Martin 
Jbm  said  so  far  as  it  related  to  sending  experts  to  America ;  the  qnestlon  Is  of 
■Kh  Importance  that  there  ought  not  to  be  any  hesitation  In  choosing  experts 
Iran  among  the  officers  who  are  acquanted  with  the  guestioa,  and  even  If 
tkMe  officers  did  not  possess  the  perfect  and  complete  knowledge  they  would 
ttwaya  be  able  to  render  a  service  to  the  Amerlcaa  Govemment  In  telling 
what  tbey  already  knew.  The  service  of  artillery  fears  that  the  people  who 
are  to  be  sent  may  be  considered  as  official  representatives,  and  that  they  may 
Mt  be  Infallible;  no  one  Is  infallible;  furthermore,  the  services  which  are  able 
to  farolab  expert  officers  are  quite  considerable,  and  it  Is  hard  to  admit  that 
sBon^  the  considerable  number  of  officers  attached  to  the  service  of  artillery 
it  Is  Impossible  to  spare  a  single  one  who  could  be  posted  upon  the  Important 
ptdnts  In  the  respect  of  powders. 

Uoreover,  It  Is  not  proposed  to  have  the  complete  receipt  of  powders  worked 
Mt  by  experts  sent  to  the  United  States.  These  experts  will  only  carry  the 
American  Governmeot  the  aid  of  their  exi»erlence  for  the  solution  of  diffi- 
culties which  may  be  encountered;  they  will  be  allowed  to  carry  out  the  first 
ckooslDg  from  the  specimens  to  be  sen}  to  France  and  consequently  to  hasten 
tte  making  of  trials  recorded  and  to  assist  In  the  result  M.  Fatart  said  that 
tlte  wording  contained  In  the  report  should  be  adhered  to. 

The  commission,  after  t>elng  consulted,  adhered  to  this  wording.  Capt. 
Hartlii  maintains  the  objections  to  tbe  service  of  artillery  based  upon  the 
lick  of  suitable  officers. 

Mr.  Patart  said  that  he  would  indicate  tbe  difficulties  In  which  France  found 
Itself  from  the  point  of  view  of  resupply  In  respect  to  nitrate  of  soda. 

The  powder  service  actually  consumes  about  45,000  tons  of  nitrate  of  soda 
a  month  ;  Its  stock  on  the  1st  of  August,  1917,  was  64,000  tons  In  round  figures. 

The  cnrgoes  expected  during  the  coming  nionths  were  given  In  the  following 
table: 

4,370 


Tonp 


teg;::::::::::: 

28.050 

30.040 

l!i^!-::::::::::::::::::: 

27,810 

0.  soo 

7,000 

Since  this  total  has  been  prepared  three  ships  have  been  sunk,  making  a 
total  of  10,900  tons,  but  It  has  been  possible  to  charter  two  other  ships  form- 
ing a  total  of  10.000  toua,  which  compensates  for  the  loss. 

During  the  month  of  January  we  received  no  more  tlion  one  ship  a  month. 
The  situation  Is  becoming  more  and  more  grave. 

I  l)elleve  It  to  be  a  fact  that  the  Secretary  of  State  has  gone  over  to  London 
to  attempt  to  obtain  new  shipments  from  Chile. 

The  towering  of  the  consumption  of  30,900  tons  by  tbe  beginning  of  Novem- 
ber has  been  foreseen;  but  It  will  nevertheless  follow  that  by  December  31 
tbe  slock  Witt  be  completely  exhausted  and  consequently  the  solution  hereto- 
fore set  forth  becomes  Imperative,  and  It  must  not  be  delsyed  under  any  pre- 
text under  pnin  of  incurring  disaster. 

Capt  Martin  sold  that  In  order  to  carry  out  the  test  of  powders,  specimens 
woald  be  required. 

M.  Patart  said  that  the  powder  service  had  specimens  manufactured  by 
Dupont  de  Nemours  Co. :  these  specimens  are  900  kilos,  and  the  artillery  can 
make  Its  experiments  immediately. 

Cnpt.  Martin  observed  that  the  specimens  belonged  to  a  manufacturer  of 
1915;  they  may  have  changed  since  that  time:  recently  manufacturer!  speci- 
mrais  ought  to  be  had  In  order  to  settle  the  conditions  of  manufacture. 

UeuL  Col.  ■Williams  asked  If  the  United  States  ought  to  procure  sijcclmens 
similar  to  those  manufactured  by  Dupont  de  Nemours  Co.  at  the  beginning 
of  the  war,  and  have  them  sent  to  the  powder  servlco. 

He  also  aske<I  that  he  be  Informed  as  to  the  precise  types  which  had  been 
received. 

M.  Patart  replied  that  the  exact  specifications  would  be  given  to  him. 

The  experiments  ought  to  be  pursued  not  only  In  France  hut  also  In  the 
Ontted  States;  the  studies  proceeded  more  rapidly  when  conducteil  by  two 
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services  than  by  one :  on  the  other  taaDd,  1  ouicht  tn  polDt  out  to  llie  (^-otuniiMloii 
e<iiK.-]uKloiia  which  I  hnve  Kathered  and  m-e  as  follows: 

In  1903  the  marine  artillery  service  had  occasion  to  etuily  gavrfi  maltl- 
cellular  powders  made  In  America  for  the  6  and  12-lncb  rudb,  po^vders  maBo- 
fuctiired  by  the  Internatinntil  Smokeless  Powder  Co.  of  I'hlladelplila. 

These  powders  when  tried  out  In  cannon  of  16,  80,  and  34  centlDieter  gunn 
have  given  results  entirely  similar  to  those  brought  about  by  coarse  Frentb 
powders  and  adapted  to  these  calibers, 

M.  Fntart  Insiated  upon  the  advisability  of  having  studies  carried  on  by 
both  sides  at  the  same  time  in  America  and  France,  with  respect  to  the 
method  of  solving  the  question  as  quickly  as  possible. 

The  American  Governmeut  ought  to  test  the  specimens  without    tlie  pieceti 
-   placed  at  Its  dl^Ktsal  and  then  send  them  on  to  France,  where    they   could 
be  examlried  anew  by  competent  French  commissions. 

M.  Patart  said  that  If  the  commlsslou  was  of  the  same  opinion  na  himself 
they  should  prepare  a  letter  to  the  mlnlnter  of  armament,  summing  up  the 
conclusions  of  the  commission  along  the  principles  which  had  been  discussed 
during  the  preceding  meettnRB, 

The  commission  adopted  this  method  of  procedure. 

Lieut.  Col.  Williams  was  anxious  to  hare  the  quantities  of  powders  to  be 
manufactured  fixed. 

Capt.  Martin  gave  the  average  expenditure  of  different  types  of  powder  at 
the  front  in  order  to  give  an  idea  to  the  American  Qovernmeat  of  the  coo- 
Bumptlon  of  dinerent  kinds  of  powder. 

The  American  Government  could  only  carry  on  studies  which  would  be  as 
timely  if  they  possessed  materiel  In  use  In  France. 

Tlie  United  States  Is  manufacturiag  for  the  7S;  the  French  Government 
asks  that  the  manufacture  of  powders  for  this  caliber  be  continued  without 
modifications,  because  it  gives  entire  satisfaction. 

An  for  the  153,  the  United  States  has  recelvetl  or  wit)  receive  several  cannon 
of  155  C  Schneider  (155  shorts)  a  abturateurs  plastlques,  and  materiel  of  155 
GPF  and  155  L.  Schneider  which  require  the  employment  of  cannoo  car- 
tridges (gnrgouses)  and  not  of  unfixed  charges  (douilles). 

The  155's  short,  fired  with  two  powders,  BG  5  was  a  charge  of  3  kilos  600, 
and  BSP  with  a  charge  of  1  kilo  150,  while  the  155  GPS  fire  with  12  kilos  of 
BM  7  or  BM  9. 

The  definitive  type  has  not  yet  been  adopte<l. 

M.  Patart  osked  what  basis  ought  to  be  established  so  that  the  American 
Government  could  regulate  monufacture. 

Capt.  Martin  gave  below  as  a  anmple  for  Information  apiiroxlmate  dally 
consumption  based  upon  two  periods,  one  during  a  period  of  calm  or  Inactivity 
and  the  other  during  a  period  of  activity  or  defensive. 

For  75's,  during  the  period  of  calm,  the  consumption  has  averaged  25,000 
rounds  a  day  for  the  entire  French  front^say  250  per  division,  allowing  100 
divisions  in  action  for  25,000  rounds;  this  would  require  in  the  neighborhood 
of  15,000  tons  of  powder.  During  the  p*'rlod  of  activity  the  consumption  has 
arisen  exceptionally  during  certain  days  to  350.000  rounds  per  day — say 
8,000  per  division,  corresponding  to  a  weight  of  210  tons  of  powder  a  day.     - 

For  short  cannon  there  have  been  1,000  shots  fired  a  day  upon  the  entire 
front  and  for  the  long  gims  500,  altogether  15,000  rounds  for  155;  each 
roun<l  for  the  short  gun  requires  approximately  2  kilos  500  of  powder,  which 
makes  a  total  consumption  per  day  of  2,500  kilos. 

For  the  long  cannon  3  to  4  kilos  nmst  be  counted  on;  then  for  the  IIS 
GPF  It  is  necessary  to  reckon  on  12  kilos  per  round. 

During  the  period  of  activity  one  must  reckon  for  the  short  guns  35,000 
rounds  per  day— sny  00  tons  of  powder— and  for  the  long  guns  20.000  rounds, 
or  80  tons  of  powder— almost  the  same  quantity  of  powder  for  the  long  bs 
for  the  short  guns. 

Front  this  the  American  Government  can  work  out  the  consumption  accord- 
ing to  the  number  of  divisions  which  It  will  have  upon  the  front,  and  account 
having  been  taken  of  the  relative  duration  foreseen  of  periods  of  activity  and 
periods  of  preparation;  after  these  flgures  It  will  be  possible  to  reckon  upon 
the  grand  total  quantities  of  powder  which  will  be  necessary  for  them. 

For  explosives,  the  question  Is  simpler.  J 

For  the  165  (steel  shells)  you  must  allow  about  10  kilos  per  round.  | 

For  a  round  of  75,800  grains  must  be  counted  on,  which  makes  2  tor         1     j 

ly  during  the  perlo<l  of  calm  and  280  tons  during  an  inactive  perlo'  W^ 
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155  requires  16  tone  In  the  case  of  small  coDsumptlon  and  In  the  cftse  of  great 
ciasumpUtm  5S0  tons  (or  100  divisions  In  action. 

With  these  elements,  the  United  States  cod  take  count  of  the  grand  total 
of  exploidTes  which  they  require. 

Lleat.  CoL  WtUIama  asked  II  the  furnlslilng  agreed  upon  by  the  French  Gov- 
tnunent  of  8.000,000  rounds  for  tbe  75  and  1,000,000  rounds  of  155  to  the 
Muerican  Govemnient  dependH  upon  the  furnishing  by  the  American  Govem- 
ment  of  the  necessary  powders. 

Patart  said  that  this  question  was  not  within  the  province  ot  tbe  com- 


Lieat.  Col.  Williams  declared  that  he  had  not  yet  sent  his  Government  the 
rrpurt  of  thi>  nieetln^^s.     He  asked  thiU  tlie  i^peclineus  delivered  by  Du  Pout  de 
>>'UDoars  required  special  arrangements. 
Mr.  Patabt.  No. 

It  would  be  sufhclent  to  ask  Du  Font  de  Nemours  Co.  to  furnish  the  same 
product  which  they  had  furnished  in  September,  1915,  to  the  French  Govern- 
eacnt. 

Capt  de  NevTo  Indicated  that  the  specimens  which  had  been  ordered  in  Feb- 
ruary, 1915,  from  Tu  Pont  de  Nemours  were  designated  by  BM  5.  BM  9,  BM  11, 
BM  13.  and  BM  1& 

Capt.  M&rtln  said  that  in  order  to  Immediately  begin  the  experiments  In 
France  it  would  be  necessray  to  send  80O  hllos  of  175  q)eclmens  identical  with 
tbo««  which  the  Du  Pont  de  Nemours  Co.  had  sent  to  the  French  Government  In 
1915  and  approximate  the  French  by  the  BM  B,  BM  5,  11,  13,  and  16  sent  in  the 
secoDd  half  of  1915. 

Ur.  Patakt.  I  repeat  that  If  you  agree  with  me  I  will  prepare  for  the  min- 
ister of  armament  a  l^ter  summing  up  the  proceedings  and  opinion  of  the 
cominlssloD.  This  letter  will  nnfold  the  difficult  points  which  were  sninnied  up 
It  tbe  end  of  the  last  meeting,  and  In  which  we  wlU  ask  the  minister  to  take 
die  neccBsary  atepa 

Capt.  Martin  asked  to  be  given  a  copy  of  the  letter  to  the  minister  before 
tbe  neit  meeting,  In  order  to  make  a  preliminary  study  and  to  present  remarxs 
if  that  should  be  necessary. 
Mr.  Patart  said  that  that  was  understood. 

He  added  that  so  far  as  concerns  the  materiel  necessary  to  manufactnre  20 
tons  of  powder  In  bands  dally,  the  powder  service  would  be  able  to  place  this 
It  tiie  disposal  of  the  American  Government  *Ith  a  very  short  delay.  In  any 
(ase.  It  Is  necessary  for  the  American  technical  esperts  to  have  this  materiel 
varklDz  In  order  to  establish  a  comparison  with  that  which  they  have  at  their 
disposal. 
We  will  reconvwie.  If  there  is  no  objection,  Wednesday  next  at  3  o'clock. 


Tbe  Tetlmlcal  Franco- American  Commission  on  Elxploslves  met  for  the  fourth 
time  on  the  29th  of  August,  1917,  at  the  call  of  the  nitnlster  of  armament  and 
nnoiltonM  of  war  under  the  chairmanship  of  Monsieur  Patart,  chief  mllitarr 
nelDeer  of  powders. 

Thfre  were  present:  Lieut.  Col.  WllllamB,  Maj.  Graves,  Commandant  Allean, 
Ctpt  Whitrldge.  Capt.  Martin,  Capt.  de  Nevro,  Lieut,  de  NeufllBe,  Capt.  Cavalier. 

(V)miDandant  Cahen  was  excused  from  attending  the  meeting. 

The  president  nskpd  If  anybody  had  any  remarks  to  make  on  the  subject  of 
tbe  report  ot  the  last  meeting.    It  was  adopted. 

The  president  read  the  draft  of  a  letter  hereto  attached  which  he  proposed  to 
send  In  the  minister  of  armament  to  sum  up  the  work  and  the  conclusions  of  the 
commlltee. 
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tbe  minister  at  the  time  of  their  execution.  The  commission  could  only  laHlsC 
upon  tbe' Importance  which  it  attached  that  a  technical  expert  of  this  branch 
be  placed  at  tbe  disposal  of  the  Goveroment  of  tbe  United  States. 

The  commission  concurred  In  the  opinion  of  tbe  president  and  decided  not  to 
modify  the  proposed  test,  but  the  r^reseatatlve  of  the  artillery  requested  the 
Insertion  In  the  report  of  his  remarks. 

There  being  nothing  further  In  the  order  of  tbe  day,  the  meeting  adjourned 
at  4  o'clock. 

The  commission  wilt  not  reconvene  unless  new  questions  are  brought  before 
It  by  the  minister  of  armament. 


EXTRACT  FB.OU   CABLEOBAU    RECanXO   IN   THE   WAR   UBPABTUENT. 

Paris,  Augutt  iS.  1917. 
The  AtuuTART  Genek&i.,  Washington. 

Paragraph  17.  A  Joint  French-American  commission  has  examined  tbe  ques- 
tion of  the  production  In  France  of  powders  and  explosives  and  reports  :)s 
follows :  France  must  Import  by  December  4  tbe  greater  part  of  the  raw 
materials  used  In  the  mnnnfacture  of  powders  and  explosives.  The  weight 
of  raw  materials  required  Is  ten  to  twenty  times  tbe  welRht  of  tbe  Snlshed 
product.  The  shipping  situation  Is  such  that  by  December  the  output  of 
Prance  will  be  ]lmlte<l  by  the  amount  of  raw  material  produced  In  France  or 
easily  obtainable.  The  shortaKe  of  Chile  saltpeter  In  particularly  serious  and 
difficult  to  remedy,  because  of  the  long  and  dangerous  Journey.  The  pre-eiit 
outlook  is  tiiat  in  December  tbe  French  output  will  not  be  more  than  half  of 
the  present  output  To  avoid  calamity  tbe  United  States  must  not  only 
furnish  powder  and  explosives  for  ail  of  Its  own  forces  but  must  supply  about 
half  of  the  French  requirements.  It  la  therefore  recommended:  (a)  That  thd 
United  States  Goveroment  furnish  all  powders  and  explosives  needed  for  pnw- 
ent  contracts  with  French  Government.  (0)  That  the  United  States  Govern- 
ment prepare  to  furnli^h  by  Deoenilier  300  tons  per  day  of  explosives  and  200 
tons  per  day  of  powder  for  Freucti  consumption,  (c)  That  study  be  Immf^ 
dlately  commenced  for  the  purpose  of  adapting  American  i>o»'(iers  to  French 
cannon  of  different  types,  this  study  to  be  mode  both  In  tbe  United  States  and 
in  France  by  com|>etent  expert^,  (d)  That  the  French  Government  put  at  tbe 
disposition  of  the  American  Government  comi)etent  experts  both  In  the  manu- 
facture and  use  of  these  powders  In  tbe  guns,  (c)  If  the  adaptation  of  tiie 
American  multlperf orated  grain  In  French  pios  should  reveal  insurmountable 
difQcultles  and  make  the  use  of  the  French  band  types  of  grain  necessary, 
tbe  complete  material  and  personnel  necessary  for  the  manufacture  of  20  tons 
per  day  of  French  hand  types  could  be  Immediately  sent  by  French  Govern- 
ment and  placed  at  disposition  of  American  Government,  {f)  To  immediately 
commence  trials  in  France  It  will  be  necessary  to  send  5  samples  weighing 
1,700  pounds  each,  Identical  to  those  ordered  by  the  French  Government  from 
Du  Pont  In  February,  1915.  reproducing  the  French  types  BSI  5,  BM  11,  EM  Ifi, 
and  BM  16,  and  wblcb  were  shipped  during  tbe  second  quarter  of  1915. 

Pebshinq. 

Mr.  Graham.  Go  ahead,  General. 

Gen.  Williams.  A  summarj-  of  the  proceedings  of  that  commis- 
sion was  cabled  to  the  United  States,  and  our  people  were  very 
urgently  recommended  to  take  up  the  matter  of  providing  suppliv^ 
of  smokeless  powder  and  explosives  not  only  for  our  own  ttwips  but 
for  tlie  French.  As  you  doubtless  know,  both  the  French  and  Brit- 
ish were  at  that  time  making  considerable  drafts  on  the  United  States 
for  powder  in  general.  A  large  part  of  it  was  going  to  the  French 
and  British  together.  Also  a  considerable  amount  of  explosives. 
When  the  burden  of  snpplyinc  the  armies  of  the  United  States  was 
added  to  the  burden  oi  supplying  the  French  and  British  it  enor- 
mously increased  the  demand  in  this  country,  and  for  that  reason 
these  enormous  plants  were  projected.  At  the  time  I  returned  from 
France  in  June,  1918,  the  powder  plant  at  Old  Hickory  was  under 
consideration,  and  also  at  Nitro.    We  were  also  considering  a  third 
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pl&nt  haTing  a  capacity  of  500,000  pounds  a  day,  and  that  was  to  be 
located  at  or  near  Louisville,  Ky.  We  had  a  great  many  confer- 
ences concerning  the  demand,  and  it  was  eventuallv  determined  to 
put  off  the  construction  of  the  one  plant  at  Louisville  until  develop- 
ments would  show  that  it  was  absolutely  necessary  to  take  it  up. 
However,  before  the  armistice  came  it  was  decided  not  to  take  that 
up.  because  it  was  determined  that  the  output  at  Nitro  and  Old 
Hickorp  would  be  sufficient  to  supply  our  needs. 

Mr.  Graham.  Now,  what  was  the  situation  in  England  as  i-egards 
powder  production,  do  you  know ! 

Gen.  WiLUAMs.  No,  sir;  I  do  not.  I  am  not  familiar  with  the 
English  situation.  Generally  speaking,  their  explosive  program  was 
sufficient  to  take  care  of  their  needs,  but  for  their  powder  program 
they  were  still  calling  on  the  United  States  for  a  considerable  quan- 
tity. 

Sir.  Graham.  Well,  prior  to  our  entranre  into  the  warj  I  assume 
that  most  of  our  powder  was  being  sold  to  the  allied  nations? 
Gen.  W1U.1AM8.  England  and  France,  yes,  sir. 
Mr.  Graham.  They  were  taking  most  of  it? 
Gen,  WuxiAMB.  YeSj  sir. 

Mr.  Graham.  I  am  informed  by  the  book  called,  "American  Mu- 
nitions," of  which  I  think  Mr.  Crowell  is  the  supposed  author, 
that  our  powder  production  at  the  time  the  European  war  began 
was  about  a  million  and  a  half  pounds  per  month,  or  something  of 
that  kind,  but  at  the  time  we  entered  the  war,  it  was  about  a  million 
and  a  half  pounds  a  day;  do  you  know  anything  about  that? 

Gen.  Williams.  I  should  say  these  figures  are  approximately  cor- 
rect, though  I  doubt  whether  when  we  entered  the  war  it  was  a  mil- 
lion and  a  half  pounds  a  day ;  I  should  say  nearer  a  million  and  a 
qaarter. 

:Mr.  Graham.  Well,  I  assume  that  most  of  this  powder  that  we 
were  shipping  to  Europe  during  the  period  that  we  were  in  the 
Tar  was  used  by  the  American  forces;  am  I  right  about  that? 
Gen.  WniiAMs.  Not  necessarily;  no,  sir. 

Mr.  Graham.  Now,  what  proportion  of  it  was  used  by  our  forces? 
Gen.  Williams.  Nobody  can  tell. 

Mr.  Graham.  Where   was   it  mostly   shipped   to,  England   or 
France? 
Gen.  WnxiAMS.  Most  of  it,  I  should  say,  went  to  France. 
Mr.  Graham.  Well,  do  you  know  anything  about  how  much  the 
shipments  were  that  were  IJeing  made? 

(len.  WiLUAMS.  I  think  we  can  give  you   the  figures  on   that. 
When  we  came  into  the  war  we  took  over  the  production  of  the  du 
Pont  Cwnpany  and  allocated  to  the  allied  nations  how  much  th^ 
should  have ;  we  had  regular  allocations  to  the  French  and  British. 
Mr.  Graham.  Have  you  the  overseas  shipments;  the  amounts  of 
powder  that  were  floated? 
Gen.  WiLUAMB.  Not  flotations;  we  have  certain  shipments. 
Mr.  Graham.  Well,  have  you  the  dotations  within  a  few  thou- 
sud  pounds  ? 
Gen.  Williams.  We  can  give  you  a  reasonable  statement 
Ur.  Graham.  That  is  what  we  would  like  to  know;  something 
ibatt  tlie  amount  of  powder  we  were  shipping;  not  the  amount  that 
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was  being  made  particularly;  what  we  were  using  it  for.  If  the 
Colonel  has  the  figures,  perlwips  he  will  suggest  them  to  you.  [Ad- 
dressing a  question  to  Major  Hunter.]  If  we  call  you  afterwards, 
Maj.  Hunter,  could  you  put  that  into  the  record? 

Maj.  HnsTEB.  Yes,  sir. 

Gen.  Williams.  Now,  if  you  have  in  mind  the  amount  of  pow- 
der consumed  on  the  front  by  the  Americans  i 

Mr.  Graham   (interposing).  Yes;  but  I  won't  go  into  that  now. 

Gen.  WiLUAMS.  I  can  tell  you  that  all  the  powder  that  was  con- 
sumed in  artillery  was  British  and  French  munitions ;  that  we  pur- 
chased, because  there  was  practically  no  munitions  of  American 
make  fired  on  the  firing  line. 

Mr.  Graham,  That  has  been  oui'  information;  but  we  want  to 
know  something  about  the  reason  for  this  powder  program  in  the 
United  States.    That  is  the  thing  I  am  trying  to  find  out  about  now. 

Gen.  Williams.  I  think  I  can  give  you  that,  sir. 

Mr.  Graham.  Well,  what  was  the  reason  now! 

Gen.  Williams.  We  were  called  upon — we  were  given  a  tabulated 
statement  from  time  to  time  showing  the  number  of  men  that  were 
going  to  be  in  the  camps  and  in  the  American  Expeditionary  Forces 
for  given  months.  Now,  then,  we  also  knew  what  the  organization 
was;  had  the  tables  of  organization;  knew  the  number  of  guns  that 
we  would  have  to  supply.  From  tlie  table  of  the  raising  of  troops 
and  the  troop  movements  and  the  table  of  troop  organizations  speci- 
fying the  number  of  guns  we  would  have  to  supply,  and  the  cabled 
requirements  from  the  other  side  specifying  the  number  of  rounds 
per  day  we  would  have  to  supply  we  calculated  our  requirements. 
Now,  tnen,  the  manufacturing  program  was  adapted  to  meet  those 
powder  requirements.  Now,  that,  of  course,  varied  from  time  to 
time  as  the  movement  of  troops  thoy  were  going  to  raise  and  send 
to  France  was  increased.  We  nad  a  number  of  schedules,  first  call- 
ing for  a  million  and  a  half,  and  then  three  million,  and  finally  five 
mulion;  so  that  our  powder  program  was  increasing  in  amount  all 
the  time. 

Mr.  Graham.  And  based  upon  the  man  power  of  the  Army! 

Gen.  Wiujams.  It  was  based  upon  the  munitions  to  supply  our 
own  troops,  plus  the  allocation  to  the  French  and  British. 

Mr.  Graham.  What  was  the  supposed  amount  per  man  to  be  fur- 
nished our  Army! 

Gen,  WiLLUHS.  We  never  calculated  in  our  figures  a  calculation 
of  that  kind. 

Mr,  Graham,  How  did  you  calculate! 

Gen.  Williams,  By  taking  a  certain  number  of  75-millimeter 
guns 

Mr.  Graham  (interposing).  There  would  be  a  certain  number  of 
75-millimeter  guns  for  an  organization! 

Gen.  Williams.  We  figurea  on  the  table.  We  were  always  told 
there  would  be  a  certain  number  of  divisions,  and  a  certain  number 
of  Army  corps,  and  a  certain  number  of  Army  organizations.  Now, 
from  the  tables  we  would  get  the  different  number  of  pieces  we 
would  have  to  supply  ammunition  for. 

Mr.  Graham.  A  table  of  organization! 

Gan.  WnxuMs.  Yes,  sir. 
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Mr.  Graham.  You  were  furnished  a  table  of  organization  by  the 
General  Staff,  urere  youl 

Geo.  WiujAMS.  Oh,  yes;  we  always  had  a  table  of  orgauizatioD. 

Mr.  Gbahau.  Was  that  the  same  table  heretofore  shown  to  this 
committee  ! 

Gen.  WmjAMS.  I  dont  know  what  you  have  seen,  sir.  The  tables  I 
refer  to  are  those  that  give  the  constituents  of  the  organizatioa  of  a 
brigade  and  a.  division  of  an  army. 

Mr.  Grahau.  Showing  a  certain  number  of  guns  in  each  division? 

Gen.  WiLLiAMS.  In  each  division  you  have  a  certain  number  of 
pieces  of  artillery.  You  have  748  pieces  of  75  millimeter  and  a  cer- 
tun  number  of  155  ntilimeter,  and  then  you  have  a  certain  number 
of  corps  pieces  over  and^bove  the  divisional  artilleryj  and  then  a 
rettain  number  of  pieces  over  and  above  the  corps  artillery.  Now, 
the  number  of  corps  and  the  number  of  armies  we  have  to  supply 
we  can,  from  the  table  of  organization,  determine  the  number  of 
155  millimeter,  the  number  of  75  millimeter,  the  number  of  8-inch 
howitzers,  the  number  of  9-inch  howitzers,  and  so  on;  and  from 
those  tables  of  organization,  taking  the  number  of  rounds  per  gun 
per  day,  as  for  instance  we  were  required  to  supply  75  rounds  per 
aav  for  each  one  of  the  75  millimeters. 

Mr.  Graham.  How  was  that  arrived  at? 

Gen.  WniiAMB.  That  was  specified  by  General  Pershing;  he  speci- 
fied that. 

Mr.  Graham.  Have  you  a  copy  of  his  requirements  in  that  respect? 

Gen.  WiLUAMs.  Yes,  sir. 

Mr.  Graham.  Let  that  be  inserted  here. 

Gen.  WiLUAMS.  Very  well. 

(The  matter  referred  to  is  as  "follows:) 

ISitnetfrom  eablvcnm  iM^lvpd  at  tbe  War  Dopartmrnt  Jao.  18,  1B18,  R.BD  p.  m,    Cooll- 

denltal.I 
Pmn :  London. 
To:  Tbe  Adjutant  Oen^rat,  Washington. 

Pantrapfa  6.  For  Chief  of  Ordnance.  With  reference  to  paragraph  1  yonr 
nblegram  S9S:  ST-milllineter  trench  guns  10  rouoils  dally.  On  pretieut  con- 
tract French  Government  are  supplying  50  per  cent  hlfih  explosives,  steel 
idwU.  45  per  cent  low-esploslve  cast  Iron,  ami  5  per  cent  armor  piercing. 
riiiWstood  unofficinll.v  French  hpve  discontinued  manufacture  low-explo.eive 
no.  IroD,  thus  Increasing;  high-exploslTe  steel  shell  to  95  per  cent.  Seventy-flve- 
nllllnieter  field  guns  50  rounds  dally,  proportion  one  shrapnel  to  each  five  higb- 
n[4o«lTe  shells:  one-tenth  high-exploslve  shell  should  be  reduced  charge  and 
nine-tenths  nomial  char^.  For  75-mllllnieter  antiaircraft  guns  the  proportion 
■boDld  be  62  per  cent  high  explosive,  25  per  cent  shrapnel,  10  {>er  cent  tracer, 
ond  3  per  cent  luminous  shell  provided  the  esterlor  ballistic  with  hlgh- 
eiploslve  shell  equals  that  with  shrapnel.  If  the  present  design  of  French 
unmDiiltlon -Is  used  the  proportion  should  be  45  per  cent  high  explosive.  24-^1 
fow.  42  per  cent  shrapnel.  .SO-55  fuze,  10  per  cent  shrapnel  tracer,  30-55  fuze, 
uid  3  per  cent  luminous  shell  (Obus  Kxlalrant).  Fifty-elght-inllllmeter  trench 
n»n»r  Ave  rounds  dally :  20  per  cent  D.  L.  S.— 35  K.  G.  honib.  80  per  cent 
L  S.  S.— 18  K.  G.  bomb:  3-inch  Stokes  mortar.  G-^  tenths  rounds  dally; 
4-lK!b  Stok^  mortar  gas  bonib  only,  dally  3}  rounds  per  mortar,  35  per  cent 
Mng  T2T,  80  per  cent  mixture  of  20  per  cent  83T  and  80  per  cent  442.  15  per 
cent  filled  639,  and  10  per  cent  filled  K.  J.  or  297,  and  11  per  cent  filled  809. 
All  tb«9e  bombs  take  new  Sutton  fuze  for  4.|nch  Stokes  mortars.  The  4.7.inch 
fuig  2D  rounds  dally,  85  per  cent  explosive,  15  per  cent  shrapnel;  5.1ncb 
KtoMst  guns  25  roonds  dolly ;  all  explosive  shell,  6-lnch  Stokes  trench  mor- 
nn,  S  rounds  dolly ;  165-mllllioeter  howitzers  30  rounds  dally,  proportion  1 
ArtpKl  to  20  explosive  shell ;  for  the  explosive  proportion  should  be  7  semi- 
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Steel  to  12  torpedo  ntiells;  1  IS5-m  11 U meter  Flllous  Rims  23  rounds  dnllf.  90 
per  cent  hlgh-^jcploslve  shell.  10  per  cent  shrnpnel ;  S-lnch  seaconRt  guns 
15  rounds  dally,  all  high-exptosWe  shell :  8-lrich  howltzera  30  rounds  dalty, 
all  higb -explosive  shell;  9.2-lncli  howitzers  20  rounds  dally,  all  high-explosive 
shell :  0.5-lncb  howitzer  15  rounds  dally,  all  hlgh-es plosive  shell ;  240-nillllmeter 
trench  mortars  4  rounds  dally;  lO-lnch  seacoast  gone  32J  rounds  dolly,  nil 
high -ex  plosive  shell;  12-inch  seacoast  guns  10  rounds  daily,  all  high-ex  plosive 
shell ;  12-lnch  mortars  12}  rounds  <^tly,  all  hi gh-es plosive  shell.  Irrespective 
proiwrtious  of  shell  shown  In  those  cablegrams,  all  shells  from  T5-mllllmeter  up 
to  and  Including  8-inchj  will  be  10  per  cent  gas  filled  and  one-hiilf  iier  cent 
fillod  with  smoke  material.  Questionable  If  any  smoke  material  will  be 
used  In  8-lnch  shells.  May  be  decided  Inter  lncreu»ie  per<'entagi'8  gns  and 
emote.  Question  of  increasing  proportion  smoke  shells  In  75-ml  Hi  meter  and 
4.7-tnch  guns  and  possibly  d-inch  now  under  consideration.  Further  cable 
when  question  is  settled.  For  gns  shellM  It  nriiy  be  said  tn  general  that  no 
matter  what  particular  kind  of  BIHng  charge  used  the  shell  is  the  same  as 
for  high  explosive,  with  the  exception  that  the  shoulder  must  be  provided 
at  base  of  fuze  socket  on  which  can  be  seated  a  lead  and  asbestos  gasket 
to  form  a  flold-tlght  Joint  between  the  shell  and  the  gain  tube  screwed  therein. 
Ninety  days'  supply  of  fire  for  each  type  of  artillery  should  be  held  In  reserve 
In  France. 

Pe&shino. 
Obdnance  Ofkick, 

Junuarj/  19.  1919. 
To:  Assistant  Chief  of  Ordnnace. 

1.  Cifllclal  copy  furnished. 

By  order  of  the  Acting  Chief  of  Ordnance. 

H.  I.  Caesab. 
First  Lieutenant.  Ordnattce  Reserve  Corps. 


celTEd  at  the  War  Department  July  16,  1617,  8.55  a.  m.] 


Paragraph  6.  Ammunition  should  be  supplied  as  follows  for  first  10  divisions 
sent  to  Frimce  equipped  with  American  calibers ;  3-lnch '  deld  guns,  iDltlal 
supply  10,000  rounds  per  gun  and  dally  supply  00  rounds  per  day  per  gun ; 
0-lneli  howitzers,  Initial  supply  6,000  rounds  per  gun  and  (ially  supply  of  40 
rounds  per  gun  per  day  ;  Infantry  rlUe,  initial  supply  81,500  rounds  per  rifle 
and  daily  supply  of  10  rounds  per  day  per  rifie;  machine  guns,  heavy.  Initial 
supply  TS.OOO  rounds  per  gun  and  daily  supply  of  454  rounds  per  gun;  auto- 
matic rides,  Initial  supply  12.000  rounds  per  rifle;  machine  guns,  heavy,  of 
15i  rounds  per  rifle  per  day.  The  Initial  supply  should  In  all  cases  be  delivered 
in  France  before  the  guns  arrive, 

Pehsbino. 

Mr.  Graham.  Now,  then,  knowing  the  number  of  organizations 
and  the  number  of  rounds  per  gun  per  day,  as  specified  by  Gen. 
Pershing,  you  started  out  to  build  the  necessary  factories  to  supply 
that  amount  of  powder? 

Gen.  Williams.  That  amount  of  powder  and  that  amount  of  all 
other  things. 

Mr.  Graham.  That  amount  of  materials? 

Gen.  Williams.  Yes,  sir. 

Mr.  Graham.  Well,  did  Gen.  Pershing  or  anybody  else  have  re- 
gard for  anything  except  simply  the  mathematical  calculations? 
Did  he  take  into  account  the  shipping  situation,  the  amoimt  supplied 
other  armies,  and  what  we  could  get  elsewhere? 

Gen,  Williams.  Gen.  Pershing's  concern  was  that  his  armies 
should  be  supplied  with  what  the  French  and  British  indicated  as 
a  proper  and  necessary  supply.  He  gave  us  the  figures  and  it  was 
our  business  over  here  to  see  that  he  got  the  material. 


Mr.  Graham.  What  I  am  trying  to  get  at  is,  ^as  any  attention 

paid  by  anybody  to  the  transportation  proposition  or  the  question 

of  the  desirability  of  making  that  stuff  here  or  in  the  other  countries  ? 

Gen.  Williams.  Oh,  yes;  that  was  frequency  discussed.    That  was 

■  matter  of  constant  discussion. 

Mr.  Gbahah.  There  were,  of  course,  existing  large  factories  ia 
Fnnce  and  in  England  ? 
Gen.  WiLLiAHB.  Yes,  sir. 

Mr,  Graham.  Now,  was  the  question  ever  considered.  General,  as 
to  the  desirability  of  adding  to  existing  factories  in  England  and 
France  units  by  which  this  additional  product  could  be  prepared; 
wis  that  question  ever  considered! 

Gen.  WniiAMS.  Not  in  just  that  form,  Mr.  Chairman.  When  the 
House  Commission  came  over  to  England  and  France  in  1917  he 
brought  with  him  members  of  the  War  Industries  Board  and  va- 
rious other  agencies 

Mr.  Graham  (interposing).  That  is,  Col.  E.  M.  House? 
Gea  WiLUAMs.  Yes.  He  brought  with  him  members  of  the  War 
Industries  Board  and  the  various  other  agencies  considering  the 
qaestion;  and  the  question  of  supplying  our  armies  was  dis- 
cussed in  detail.  The  position  of  both  the  French  and  British 
WIS  that  they  had  of  necessity  built  up  shops  that  gave  them  a  very 
lu|;e  capacity  for  the  manufacture  of  artillery  and  artillery  mu- 
nitioDs;  they  had  built  up  shops  that  had  a  capacity  in  excess  of 
their  then  existing  needs  because  of  the  fact  that  they  had  suddenly 
Tery  largely  incr^sed  their  armies  and  they  had  to,  in  comparatively 
short  time--4hat  is,  as  short  time  as  they  could— to  equip  those  armies, 
so  that  the  peak  load  of  those  factories  was  the  turning  out  of  the 
initial  supply  of  the  munitions  and  artillery.  Once  that  was  done 
ud  the  man  power  had  reached  its  height  they  had  factories  in 
eices  of  their  needs,  and  their  proposition  to  us  was,  "  Here  are 
these  enormous  plants;  we  can  take  on  your  requirements;  we  can 
turn  out  your  material."  And  they  proposed  that  they  should  do  it 
to  a  certam  extent,  anyway.  The  question  was  discussed  as  a  matter 
of  policy,  and  it  was  decided  that  the  United  States  would  continue . 
its  pn^ram  ofproduction,  depending  meanwhile  upon  factories  of 
England  and  France  for  their  immediate  requirements  until  their 
own  factories  could  get  into  production. 

Mr.  Graham.  What  I  am  curious  to  know,  Generalj  is,  why  was 
it  good  policy  for — I  can  see  why  a  reasonable  production  of  smoke- 
Itss  powder  was  very  essential  for  our  own  safety,  in  case,  perhaps, 
Fnnce  and  England  might  have  been  invaded  and  the  war  been 
left  on  our  han£. 
Gen.  Williams.  Yes,  sir. 

Mr.  Graham.  But  why  wasn't  it  desirable,  so  long  as  there  was 
DO  imminent  danger  of  that  sort  of  thing,  to  permit  those  factories 
to  continue  this  production,  even  so  far  as  our  own  forces  were  con- 
cerned t 

Gen.  Wujjams.  We  did  buy  from  them  a  very  considerable  quan- 
tity of  material,  and  in  that  we  did  just  what  you  have  suggested. 
Tbe  danger  you  have  indicated  was  imminent  all  the  time,  which  was 
^jiZlTy  jiy  ^^Q  ^gj.y  significant  things.  One  was  the  defeat  of 
~'  '~i  October,  in  which  there  were  captured  a  large  amount 
Tbe  second  was  when  the  Germans  made  their 
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attack  in  April.  1918,  and  there  again  captured  a  large  number  of 
guns,  and  whicn  had  to  be  replaced.  And  it  was  thought  that  it 
was  necessary  for  the  United  States  to  go  ahead,  so  that  in  case  of 
continued  disaster,  here  were  these  resources  that  would  be  un- 
touched. 

Mr.  GrRAHAH.  It  was  planned,  then,  that  the  production  of  powder 
in  the  United  States  should  be  sufficient  to  supply  the  Unitea  Stat«e 
and  the  Allies  in  emergency! 

Gen.  Williams.  It  was  planned  so  that  it  would  supply  the  needs 
of  the  United  States  and  the  amount  allocated  to  the  Allies;  not 
the  total  of  the  Allies'  needs  by  any  means. 

Mr.  Graham.  How  much  was  the  consumption  of  powder  by  the 
Allies'  forces  in  1918,  do  you  know.  General! 

Gen.  WiuJAMB.  I  think  I  can  give  you  those  figures.  The  British 
consumption  ran  about  1,000,000  pounds  a  day. 

Mr.  Graham.  And  do  you  know  what  the  French  ran  ? 

Gen.  WiujAMS.  I  should  say  the  French  ran  well  over  that.  The 
French  had  more  guns  on  the  line  than  the  British  did. 

Mr.  Graham.  And  our  was,  I  suppose,  much  less  than  either  one! 

Gen.  Williams.  Until  the  very  last. 

Mr.  Graham.  How  much  were  we  using  in  the  Argonne  offensive, 
for  instance! 

Gen.  Wiujams,  I  could  not  tell  you,  sir. 

Mr.  Graham.  And  do  you  know  whether  any  figures  are  available 
to  show  how  much  powder  was  used  in  the  war! 

Gen.  Williams.  We  can  give  you  that.  We  have  approximately 
the  amount  of  rounds  figured  by  our  troops  in  France.  By  multiply- 
ing the  number  of  rounds  by  the  number  of  pieces  we  can  give  you 
n  statement  of  the  total. 

(The  information  asked  for  had  not  been  furnished  to  the  commit- 
tee up  to  the  time  this  number  was  sent  to  press,  to  wit,  Oct.  31, 1919.) 

Mr.  Graham.  Now,  do  jou  think  from  your  information  on  the 
subject  that  the  consumption  of  powder  by  the  English  and  French  ' 
during  the  year  1918  would  equal  a  million  pounds  each  per  day, 
smokeless  powder! 

Gen.  Williams.  The  British  were  running  just  about  a  million 
pounds,  and  the  French  a  little  over  a  million;  that  is,  I  think  about 
2,000,000  pounds  a  day. 

Mr.  Graham.  Well,  if  this  book  that  we  have  referred  to,  Ameri- 
can Munitions,  is  correct,  we  were  producing  about  a  million  and  a 
half  pounds  of  powder  per  day  when  we  went  into  the  war  and  the 
production  at  Nitre  and  Old  Hickory  would  have  been  3,000,000 
pounds. 

Gen.  WiLUAMS.  We  would  have  approximately  1,000,000,000 
pounds  a  year. 

Mr.  Graham.  We  would  have  enough  in  1918  to  supply  the  Brit- 
ish and  French  and  American,  to  supply  the  whole  army! 

Gen.  Williams.  In  1919! 

Mr.  Graham.  Yes;  we  could  have  supplied  the  whole  allied  army. 

Gen.  Williams.  According  to  its  rate  of  consumption  at  that 
time;  but  we  were  providing  for  an  Army  of  about  5,000,000  Ameri- 
■ans,  yoti  see.  In  other  words,  a  very  much  greater  Army  thkom 
lad  in  1918.  ,  ^"^ 
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Mr,  Gbaiiam.  Well,  how  much  was  the  estimated  powder  consump- 
tion for  an  army  of  5,000,000  men  under  war  conditions,  such  as  then 
existed} 

Gen.  WiLUAMS.  Our  estimates  were  about  1,000,000,000  pounds  a 
year. 
Mr.  Gbahah.  For  5,000,000  men? 

Gen.  WiujAiis.  That  is  my  recollection.  The  output  at  Old  Hick- 
orr  and  Nitro  and  the  portion  of  the  Du  Font's  output  that  we  would 
ert  would  just  about  balance  our  requirements  for  1919,  with  our 
-Vnnj  of  6,000,000  men,  three  and  a  half  million  of  which  was  to  be 
in  France  and  the  rest  of  it  here. 

Mr.  G&ABAM.  Do  you  have  any  authentic  figures  that  have  been 
furnished  from  any  source  that  show  from  British  and  French 
sources  their  consumption  of  powder  and  production  of  powder  dur- 
ing the  year  1918 — smokeless  powder? 
Gen,  WiLUAHS.  I  can  give  yon  those  Gfl:ures.  , 

Mr.  Graham.  Those  are  from  British  and  French  sources;  I 
vould  like  to  have  that  and  insert  it  in  the  record  here  to  get  some 
Mmprehension  of  that  situation  from  their  standpoint.  By  the  way, 
do  Tou  suppose  we  can  get  that  to-day  or  to-morrow  J 
Col.  Harris.  I  can  get  it  to-morrow  or  this  afternoon. 
(The  information  asked  for  was  afterwards  furnished  by  Gen. 
Williams  and  is  as  follows;) 

ArorsT  S,  1918. 
Pk4b  Gr.Ts.  Wheeler  :  I  hope  to  meet  you  In  Paris  at  tbe  forthcoming  Inter- 
sllied  MuDlIlons  Council,  and  am  sending  you  In  advance  for  your  private  Infor- 
matiOD  a  abort  note  prepared  in  my  office  on  tie  Americaa  program,  from  which 
jwi  will  see  how  much  Information  we  have  about  your  plana  It  this  note  sug- 
^tsts  to  yon  that  we  are  forming  wrong  Judgments  or  iiave  Incorrect  Informa- 
tioo.  I  should  be  very  t;lad  if  yuu  would  eommunlcate  through  Sir  Charles  Ellis 
irlth  llr.  nanson,  who  has  Just  gone  out  to  Paris  to  act  temporarily  as  British 
rorrespondent   to  the  Interallied  munitions  counciL 

Mr.  Hanson,  who  was  for  two  years  head  of  the  contracts  department  of 
ilie  ministry  of  munitions  and  la  now  In  charge  of  our  American  department, 
bu  been  particularly  following  American  developments.  He  is  fully  posted  on 
tbe  British  position  and  will  be  able  to  give  you  any  information  you  may 

Yours,   very  sincerely, 

W.  T.  LArrofT. 
Geo.  Whkxke, 
Beadguartert  American  Expediliottarti  Force*,  Frattce. 


EVNtpment  of  vtiUary.—'Th&  following  table  compares  the  equipment  of 
iirtillery  per  division  In  the  American,  Britiah,  and  French  Armies,  respec- 
tively. The  fiinires  are  all  expressed  on  a  divisional  basis  for  the  purpose  of 
raaparlaon.  In  the  case  of  artillery  attached  to  corps  and  armies,  a  divisional 
Binre  has  been  obtained  by  dividing  tbe  number  of  divisions  in  tbe  corps  and 
iimkB,  reBpectlvely. 
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In  addition,  th^re  are  a  certain  number  of  mobile  IS-ponnder  batteries 
attached  to  armies. 

The  equipments  of  the  various  armies  are  very  similar.  United  States  of 
America  differs  from  Great  Britain  and  France  In  bavtng  only  4  medlnm  kuds 
per  dlvlBloD,  compared  with  8  for  Great  Britain  and  7,2  for  France.  The  pro- 
posed United  States  of  America  establishment  of  6-lDCh  gan  (heavy  gun) 
approximated  to  that  of  the  French  and  Is  much  higher  than  the  British.  The 
medium  howitzer  Is  used  by  Great  Britain  alone. 

Gen.  Heedlam  In  hU  report  does  not  state  the  proposed  establishment  of 
long-range  very  heavy  guns  for  the  American  Army.  He  gives  a  table,  however, 
showing  the  estimated  numbers  which  will  be  available,  of  which  a  portltm  are 
to  be  taken  from  coast  defenses  and  the  remainder  are  to  be  manufactured. 
The  figures  point  to  a  much  tarter  establishment  than  for  France  or  Gre&t 
Britain. 

The  following  Is  a  short  summary  of  the  proposed  long  range  and  very  heavy 
gun  program: 
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One  Is  struck  at  once  by  the  comparatively  small  number  of  guns  that  will 
be  available  as  compared  with  mountings.  It  Is  true  that  In  two  cases  the 
equipments  are  of  the  howitzer,  and  the  life  may  be  suBlciently  long  for  the 
proposed  provision  of  guns  to  be  sufficient.  But  In  the  case  of  the  14-Inch, 
12-incli,  and  l(J-lnch  guns,  the  provision  of,  rouRhly  two  guns  per  mounting, 
does  not  seem  sufficient  in  the  light  of  our  own  experience.  The  British  Army 
aim  at  an  initial  provision  of  four  cuna  per  mounting  for  those  natures  on 
account  of  the  short  time  that  the  guns  can  be  maintained  tn  action  and  the 
long  time  that  It  takes  to  repair.  For  example,  the  American  propose  to  flre  6 
rounds  per  gun  per  day  for  the  14-ineh  gun.    Assuming  that  the  life  is  Ute 
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same  as  our  14-inch  pin,  tIz,  500  rounds,  the  gun  would  last  in  the  line  rather 
leas  than  tbree  months. 

The  time  taken  for  repair  in  this  country  Is  at  least  nine  months,  and  It 
Is  not  likelj  that  the  Americans  will  succeed  in  repairing  more  quickly  than 
thLs.  In  other  words,  the  14-inch  gnn  will  be  In  the  line  for  three  months 
and  out  of  the  line  for  at  least  nine  months.  If  it  Is  desired  to  keep  the  car- 
riages available  In  action  all  the  time,  at  least  three  guns  per  mountinK  must 
be  provided.  The  British  aim  at  a  provision  of  four  guns  per  mountine  in 
this  case.  Similarly,  It  a[^>ears  that  for  nil  long-range  guns.  Including  6-Inch 
and  5-Inch,  the  proposed  output  of  carriages  Is  too  high  In  view  of  the  probable 
OQtpnt  of  guns. 

The  figures  given  by  Gen.  Headlam  of  the  proposed  allocution  to  the  United 
States  Army  by  France  and  Great  Britain  do  not  correspond  eiactlj  with 
Bgures  that  have  been  supplied  to  us  from  time  to  time.  The  most  serious 
dilTerence  is  In  the  case  of  the  8-liich  and  9.2-lnch  howltxers.  where  Gen.  Head- 
lam states  that  we  have  premised  the  Americans  93  8-lnch  howitzer  equip- 
ments, whereas  our  latest  promise  Is  202 ;  and  for  the  &.2-inch  howitzer,  Geo. 
Headlam  gives  a  figure  of  187,  compared  with  our  promise  of  02.  The  other 
MTlous  discrepancy  Is  In  the  case  of  tlie  155-ml  111  meter  gun.  Aa  far  as  we 
know,  the  French  have  allocated  only  1B2,  compared  with  a  figure  of  488, 
which,  according  to  Qen.  Headlam,  have  been  ordered  from  the  French. 

BJ:penditure  of  ammuntfton. — The  following  table  shows  (a)  the  proposed 
expenditure  of  ammunition  per  gun  per  day  hy  the  American  Army  for  1019; 
(b)  our  proposed  expenditure  for  1019.  expressed  as  an  average  for  the  whole 
year;  <c)  our  actual  expenditure  during  the  battle  period  for  1918  (Aprll- 
lune) ;  and  (<l)  French  eipendlture  during  the  first  five  montlis  of  1018,  con- 
sisting of  three  months'  defensive  and  two  months'  ofTensive.  (Ijetter  from 
ordnance  office,  London,  gives  us  93  8-lnch  and  187  0.2-Inch  still  due  before 
Jannarr  1,  1910.) 
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The  proposed  American  expenditure,  which  represents  on  average  figure 
taken  over  the  whole  year,  is  arranged  on  a  very  generous  scale.  It  is  on 
the  whole  much  higher  than  our  own  proposed  average  expenditure  for  1919. 
and  for  the  whole  year  approximates  to  our  actual  expenditure  during  the 
recent  heavy  fighting  for  medium  and  heavy  natures,  and  la  sobstantlnlly 
higher  for  light  and  very  heavy  natures.  The  French  espeuUltures  during 
the  first  five  months  of  this  year  is  shown  In  column  4.  It  is  extraordinarily 
small  compared  with  the  American  estimates,  but  It  will  be  remembered  that  no 
heavy  fighUng  took  place  during  this  period.  The  French  expenditure  during 
the  offensive  period  of  1017  Is  also  shown.  The  figures  are  a  little  uncertain, 
u  the  returns  are  Incomplete.  They  go  to  show,  however,  that  the  proposed 
Cidted  States  of  America  program  is  n  high  one. 
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The  Anierlcans  propose  to  use  very  Uttle  shrapnel  ammuDitlon.  The  per- 
centage for  their  Held  gun  Is  17  per  cent,  for  their  medium  gun  15  per  cent, 
and  for  their  heavy  gun  9  per  cent,  compared  with  our  own  War  Office  re- 
quirements of  approximately  85-40  per  cent  for  the  medium  and  heavy  guns, 
and  rather  over  40  per  cent  for  fleld  guns. 

The  proposed  American  percentage  .of  gas  shell  Is  10  per  cent  for  all  natures 
up  to  and  Inclading  S-lnch  howitzers.  This  compares  with  our  own  proposed 
program  as  follows : 

Percentage  of  chemical  thell. 
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The  British  War  OfQce  have  provided  two  series  of  percentages,  according  to 
the  amount  that  they  will  use  for  ofCenslve  and  for  defensive  warfare.  The 
ministry  of  munitions  are  endeavoring  to  provide  the  larger  amount. 

Rate  of  ioastage  of  pun*. — The  following  table  compares  the  estimated  loss 
per  month  for  the  United  States  of  America  with  our  own  experience  and  that 
of  the  French.  The  figures  are  expressed  In  terras  of  percentage  of  the  estab- 
lishment and  so  are  roughly  comparable.  It  has  been  assumed  that  the  United 
States  of  America  Bgures  refer  to  gun  bodies  only,  and  the  corresponding  French 
and  British  figures  for  guns  of  similar  caliber  have  been  set  out  In  the  table. 
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]uiH,  lU7-l[ar,  1H8,  iDcliutve. 

The  United  States  of  America's  estimates  of  nonrepalrable  wastage  are  in 
substantial  agreement  with  our  own  and  the  French  experience  during  the 
year  June,  1917-June,  1918,  with  the  exception  of  the  fleld  gun,  where  the 
American  estimate  appears  to  be  on  the  high  side.  It  should  be  noted,  how- 
ever, that  the  quality  of  the  American  shell  Is  not  yet  up  to  our  own.  and 
that  It  is  not  unlikely  that  their  wastage  fri>m  prematures  will  at  first  be 
much  heiivli-r  than  our  own  ha«  been  during  the  Inst  year.  As  rwtnrils  repatr- 
ahli*  wnstfliie,  the  proposed  expenditure  of  ammunition  most  he  <'onHldered  in 
maklnK  any  compnrlson.  According  to  the  figures  In  the  tahlo.  the  .Xmerlcan 
estimate  for  1919  agrees  very  closely  with  our  actual  esperlence  during  1917-18, 
but  In  all  cases  points  to  a  much  hifthet  rate  of  wastage  than  the  French 
have  experienced.  But  when  t!to  rale  of  expenditure  Is  ci>nsldered,  the  Ameri- 
can estimates  agree  verj'  closely  with  the  French  experience  and  appear  rathef 
low  compared  with  our  own  experience.     On  the  other  hand.  It  must  be  r«- 
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onnhMwl  that  th*  AnrarlcflD  guns  will  all  be  aew  and  that  the  wastage  from 
mr  ts  Ukely  to  be  low  during  the  first  year's  campalKO.  Allowing  for  this, 
be  eetimatec  pat  forward  do  not  appear  unreasonable  In  the  itght  of  our  own 
sd  tbe  French  experience. 

Tn»ch  mortars. — A  statement  rendered  In  January  of  tills  year  by  Gen. 
fllllains  gave  the  establishment  of  trench  mortfire  for  an  army  of  80  dlvtslons, 
r  5  coipa,  as  720  light,  360  metllum,  and  120  heavy,  exclusive  of  4-Inch  Stokes 
or  gBS  ■errice.  This  Is  roughly,  per  division.  24,  12,  and  4,  against  the  British 
H.  12,  and  2. 

The  ammunlUon  requirements  for  the  United  SUtes  of  America  are  bssed 
B  ibe  foUowiDg  estimated  average  rale  of  expenditure  per  day.  The  British 
aptwUtnre  Tor  the  defensive  period  of  1917-18  and  the  battle  period  of  lOlS 
■  giTMi  for  comparison. 
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I  rather  generous  scale  tor 


The  proTlsitNi  of  ammunition  appears  to  be  o 
the  two  heavier  mortars. 

MtMm«  gunt. — The  American  establishment  of  machine  guns  Is  put  at  244 
beary  and  768  light  per  division.  This  Is  very  big  compared  with  out  own 
dlTlslODal  eetabUshment  of  about  100  heavy  and  900  light  The  Americans  are 
nckoolng  oo  &  wastage  of  &3  per  cent  per  mouth.  During  the  winter  of  1017- 
IS  onr  own  wastage  averaged  only  1  per  cent  per  month  and  during  the  recent 
tattle  period  4  per  cent  per  month 

itijUi. — The  actual  establishment  of  rifles  per  division  for  the  American 
Amy  is  to  be  1T,6S0,  but,  allowing  for  numbers  on  lines  of  communication,  the 
totil  nomber  of  rifles  per  division  Is  Increased  to  22,781.  The  Brldsh  establlsh- 
DHDt  is  11,500  per  division.  The  wastage  has  been  estimated  at  7.5  per  cent 
fet  month.    The  British  wastage  averaged  roughly  4.5  per  cent  per  month 

BmaO-armt  ammttnilion. — The  Americans  are  aiming  at  a  reserve  In  France, 
bduding  Initial  equlittnent.  of  900.000,000  and  a  reserve  In  the  United  States 
at  212.000,000;  In  our  own  case,  we  aim  at  a  reserve  In  Fiance  of  360.000,000 
with  the  armies  and  850,000,000  on  lines  of  communlcatton,  making  a  total  of 
TOMOOiOOO;  and  500,000.000  In  this  country.  The  proposed  American  reserve 
does  not  appear  large  when  compared  with  these  Ogures,  lu  new  of  the  dls- 
tuKC  the  American  troops  are  from  their  own  country. 

The  proposed  American  expenditure  of  small-arms  ammimltion  is  huge, 
uMFODting  to  204,000,000  rounds  per  montb  for  an  army  of  30  divisions.  Dur- 
Utc  1917  our  expenditure  In  France  averaged  for  an  army  of  60  divisions  about 
tOfnOfiCO  per  month,  and  about  176,000,000  per  montb  during  the  last  15 
wMks.  It  must  be  borne  In  mind,  however,  that  the  American  division  consists 
«f  17,500  rifles,  as  compared  with  11,500  in  our  own  case,  and  that  their  estab- 
iMunent  ot  machine  guns  per  rtlvlalon  Is  two  and  a  half  times  our  own.  But 
lite  due  allowance  Is  made  for  both  tbeae  facta,  the  American  estimate  appears 

to)  hl»h 

^^  F.  Woon. 

JcitSB,  191& 

Mr  Ghabam.  Now,  you  were  also  planning  another  factory  at 
liwniBe,  Ky.?  ,      ,       , 

"  I.  WnxiAMB.  But  that  was  abandoned. 
^  .  When  was  it  abandoned  i 

,  Before  the  armistice;  I  do  not  remember  when 
kvu  taken  but  ibe  question  was  pending  when  I 
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Mr.  Graham.  We  were  not  exporting  any  powder  for  small  arms? 
Col.  Hahbis.  "We  were  going  to  make  for  both  artillery  and  small 
arms. 

Mr.  Graham,  The  committee  knows  in  a  general  way,  General, 
that  we  were  using  foreign-made  shells  mostly  in  our  operations 
abroad;  was  that  true  also  as  to  the  powder — the  propelling  charge? 
Gen.  WiujAMB.  We  bought  the  complete  round  so  that  the  pow- 
der would  be  included.  Now,  that  powder  might,  of  course — a  great 
deal  of  it  was  manufactured  here. 

Mr,  Graham.  It  might  have  been  American  powder  that  was  per- 
haps allocated  or  sold  by  private  contractors  to  those  allied  gov- 
ernments ? 

Gen,  WnxiAMS,  Yes,  sir. 

Mr,  Graham,  And  then  the  United  States  repurchased  it  from 
them? 

Gen.  Williams.  Yes,  sir.  Probably  the  most  of  the  steel  in  those 
projectiles  came  from  the  United  States. 

Mr.  Graham.  This  contract  that  was  made  with  the  allied  Gov- 
ernments as  to  the  division  of  labors  by  the  House  commission,  was 
that  ever  reduced  to  writing! 
Gen.  WnjuAMS.  No,  sir. 

Mr.  Graham,  That  was  just  a  gentleman's  understanding,  was  it? 
Gen.  Williams.  Well,  there  was  never  any  working  agreement 
arrived  at.  We  placed  definite  orders  for  mateiials  that  we  wanted 
from  them.  The  recommendation  of  Gen.  Bliss,  who  was  a  member 
of  the  House  commission,  is  on  record ;  that  was  sent  in  a  long  cable- 
gram summing  up  the  situation.  I  can  give  you  a  copy  of  that  if  you 
would  like  it. 

Mr.  Graham.  It  might  be  well.  Now,  does  that  state  the  sub- 
stance of  the  agreement? 

Gen.  Williams.  Yes,  sir.  There  was  not  agreement  arrived  at, 
you  understand.  Propositions  were  made  and  they  were  cabled  to 
this  country.  Now,  those  propositions  were  never  definitely  ar- 
rived at. 

Mr.  Graham,  They  were  not? 

Gen,  Williams,  No,  sir;  we  proceeded  to  place  orders  with  the 
British  and  French, 

Mr,  Graham.  Were  you  over  there  at  the  time! 
Gen,  Williams,  I  was  there  at  the  time. 
Mr.  Graham,  Were  you  on  the  commission? 
Gen,  Williams.  I  was  on  the  commission. 

(The  cablegram  referred  to  by  Gen.  Williams  was  afterwards 
furnished  by  him  and  is  as  follows:) 

DECEMBifB  4,  1917. 
The  Adjutant  Generat,,  Washington. 
For  the  Acting  Chief  of  Staff. 
All  lolHIary  atithorltles  here  since  my  arrival  in  England  have  represented 
with  growlDK  urgency  the  grave  poeslbllitleB  of  the  mllltnry  situation  early  In 
1C18.    This  culminated  In  a  conference  between  the  British  and  French  Chiefs 
of  Staff  and  Gen.  John  J.  Pershing  and  myself  lumiedlately  after  the  first 
session  of  the  Internllled  conference  here  In  France  on  November  29.     As  a 
result  of  this  conference  I  have  submitted  to  the  committee  on  maritime  trans- 
portittlon,  appointed  by   the   Intei'aiited   conference,   tlie  following  communl- 

"I'aragraph  1.  At  a  conference  between  Gen.  Tusker  H.  Bliss,  Chief  of  Staff 
of  the  American  Army,  Gen.  John  J.  Pershing,  commander  in  chief  of  the  Amer- 
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irtn  KsiwilltioiiaiT  Forces,  Gen.  Robertson,  chief  of  the  Imperial  KCDeral  staff 
lit  tireat  BrltolD.  anil  Gen.  Foch,  chief  of  the  general  staff  of  the  French  Army, 
the  lutlliary  situation  on  the  western  front  nnd  Its  requirements  as  to  man 
piww  ftvDi  the  United  States  was  carefully  coDsiiiercd.  As  the  result  of  this 
oinfeivncf  It  vas  unanimously  aKfet^  thut  the  United  States  should,  as  its 
mlnlmuiii  effort,  send  to  France,  as  rapidly  as  possible.  4  complete  corps  of  6 
djTislfiDS  each,  or  24  dlvlsdms  In  all,  the  Inst  divisions  to  arrive  not  later  than 
llw   fnd    of    June,    1018. 

"  Paraeraph  2.  Id  order  to  accomplish  this  program,  and  after  making  every 
[■i^ible  reduction  in  the  persumiel  of  Lhe  divisions,  in  the  number  of  animals 
lo  l-e  transported  and  the  amount  of  reserve  supplies  to  be  on  hand  In  France 
wu  later  tlian  June  1  next.  It  Is  estimated  that  there  must  be  added  to  the  ton- 
D«Ke  now  arailable  for  the  transportation  of  American  troops,  1,500.000  gross 
tKiis  by  January  1,  1918 ;  31X1,000  gross  cons  by  Marcli  I.  191S ;  and  200,000  gross 
was  by  June  1,  1918;  or  2.000.000  gross  tons  In  all.  The  foresolng  Is  presented 
to  the  <i>niuiitte«'  on  marltlnu-  transportation  ivith  the  earnest  request  that  It 
rvrvtve  ImmfHliale  and  most  careful  consideration.  For  any  assistance  that 
ibey  may  t>e  able  to  give.  Gen.  Tasker  H.  Bliss  nnd  Gen.  John  J.  Pershing  place 
memeelves  at  the  disposal  of  the  committee.  (Tasker  H.  Bliss,  General,  Chief 
ot  Staff  of  the  American  Army.)" 

I  assume  that  the  transportation  thuR  made  available  n'itl  continue  to  bring 
DDopa  ontll  at  least  the  Fifth  Corps,  making  a  total  of  at  least  30  divisions, 
«haU  have  arrived  In  France  by  the  end  of  the  summer.  Tlie  military  situation 
(or  1918  is  undoubtedly  critical  and  grave.  All  chiefs  of  staff  of  the  armies 
of  tbe  western  front  and  the  representatives  of  the  commanders  In  tlie  fleld  at 
tbe  conference  here  tirge  that  Uie  United  States  must  be  prepared  to  make  a 
great  effort  as  early  In  the  yeor  as  pi)ssihle.  With  this  end  In  view  and  in 
arder  to  Insure  the  equipment  with  artillery  and  ammunition  of  the  American 
troops  as  fast  as  they  arrive  la  France,  the  ministers  of  munitions  of  France 
iDd  England  and  Perkins,  representing  the  United  States,  have  exhaustively 
namined  the  situation  and  adopted  the  following  resolutions  for  their  respec- 
tive Governments :  "  The  representatives  of  Great  Britain  and  France  state 
ihil  their  production  of  artillery  (Held,  medium,  and  heavy)  Is  now  established 
oD  so  large  a  scale  that  they  (are)  able  to  equip  completely  all  American  divi- 
doas  as  they  arrive  In  France  during  the  year  191S  with  the  best  make  of 
British  and  French  guns  and  howitzera  The  British  and  French  ammunition 
npply  and  reserves  are  sutHcient  to  provide  the  requirements  of  the  American 
inay  thus  equipped  at  least  up  to  June  1918.  provided  that  the  existing  S-lnch 
dtell  plants  in  the  United  Slates  and  Dominion  of  Canada  are  maintained  In 
foil  activity  and  provided  that  the  manufacture  of  6-inch  howitzer  carriages 
in  the  Cnlle<l  States  Is  to  some  extent  sulflciently  developed.  On  the  other 
buMl  the  French  and  to  a  lesser  extent  tbe  British  require  as  soon  as  possible 
l«rge  Buppllea  of  propellants  and  high  explosives,  and  the  British  require  tbe 
largest  possible  production  of  G-lnch  howitzers  from  now  onward  and  of 
8-inch  sad  9J!-inch  shell  from  June  onward.  In  both  of  these  mntter.s  they 
■sk  tbe  assistance  of  the  Americans.  With  a  view,  therefore,  first  to  expedite 
taH  facilitate  the  equipment  of  the  American  armies  In  France  and.  second, 
to  Mcuriag  the  maximum  ultimate  development  of  the  ammunition  supply  with 
tlie  mlnlmnm  strain  upon  available  tonnage,  the  representatives  of  Great 
Klteln  and  France  propose  that  the  Amcricaii  field  medium  and  heavy  arttl- 
Ifr;  be  supplied  during  1018  and  as  long  after  as  may  be  found  convenient  from 
Britlih  and  French  gun  factories,  and  they  ask  (A)  that  the  American  efforts 
■hill  be  immediately  directed  to  the  production  of  propellent  and  high  explo- 
•irei  on  the  largest  possible  scale,  and  (B)  Great  Britain  also  asks  that  the 
i-\arh,  S-lnch,  and  B.2-lnch  shell  plants  already  created  for  the  British  service 
la  tbe  United   States  shall  he  manifested  in  the  highest   activity   and   that 
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Filially,  If  Uie  above  general  prladplea  are  approved  bf  tbe  Oovernments  of 
the  three  countries,  the  precise  measures  of  manufacture  and  supply,  wltb 
programs  and  time  tables,  shall  be  converted  by  a  tecbolcal  commission  com- 
posed of  representatives  of  the  three  great  powers  concerned. 

Paragraph  3,  The  Bituatlon  will  be  quite  dlHerent  in  1918  from  what  It  has 
been  Id  1917.  In  ISIT  the  British  and  French  gun  and  howitzer  output 'has 
been  below  the  ammunition  supply.  In  191S  the  reverse  nil!  be  true.  Tbe 
situation  HS  to  guns  and  ammunition  supply  and  capacities  now  are  as  follows : 
Tbe  French  can  and  are  willing  to  supply  the  Auiericau  Army  aa  It  arrives 
In  BMrope  with  its  full  quota  of  T5-miliimeter  Held  euns  and  with  adequate 
supplies  of  shells  for  this  size,  provided  that  the  United  States  furnish  raw 
materials  propeliants  and  explosives  In  advance.  Tbe  British  have  capacity 
to  manufacture  6-inch  howitzers  sufDclent  to  supply  their  own  needs  and  to 
supply  tbe  American  Army  as  It  arrives  In  Kurope  with  its  full  quota  If 
United  States  can  supply  400  carriages  for  such  howitzers.  Tbe  British  have 
not  sufficient  6-lnch  shell  capacity  to  supply  their  o«ti  requirements,  to  say 
nothing  of  American  requirements  uiilesu  (he  supply  of  such  shells  whicb  thej- 
have  been  obtaining  from  United  States  i<nd  Canada  Is  contlnueil  at  least  to 
ihe  extent  available  before  United  States  entered  the  war.  That  Is  to  say.  the 
British  have  relied  upon  getting  this  shell  from  United  States  and  Canada 
and  have  concentraIe<l  upon  increasing  their  supply  of  ilils  howitzer  and  need 
this  shell  to  carry  out  the  1918  program.  Tlie  British  have  reserves  of  propel- 
iants and  explosives  sufficient  to  complete  United  Stntes  ftill  quota  6-inch  shell 
If  American  Army  shoultl  adopt  that  bowltiter,  provided  that  United  States 
can  replenish  tliose  reserves  beginning  July  1.  1918.  The  French  capacity  for 
making  1 55- mli  11  meter  howitzer  and  shells  is  suOlcient  to  enable  France  to 
supply  the  American  Army  as  it  arrives  in  Europe  with  its  full  quota  for 
1918  of  both  howitzers  and  shells  of  this  size,  provided  Ihat  the  raw  materials 
for  both  howitzers  and  shells  and  propellents  and  explosives  are  furnished  In 
advance  by  United  States.  Inventory  shows  requirements  due  ro  recent  losses 
must,  however,  be  met  either  by  British  or  French  to  a  very  substantial 
amount.  Tbe  British  can  furnish  S-Inch  and  9.2-lnch  howitzer  to  equip  tbe 
American  Army  for  1918  as  It  arrives.  They  urge  continuance  of  American 
activities  in  the  manufacture  of  howitzers  and  shells  of  these  sizes.  I  am 
satlsned  that  only  by  coordination  of  all  available  capacities  In  the  three  coun- 
tries can  American  troops  here  and  troops  of  British  an<I  French  be  fully 
equipped  for  the  great  effort  necessary  in  1918,  and  urge  that  development  of 
independent  American  program  he  subordinated  to  the  making  of  this  effort 

Paragraph  4.  Specllically  it  Is  recommended  that  (o)  sufficient  75-mllllmeter 
Held  guns  and  ammunition  be  purchased  from  the  French  to  equip  the  first  80 
divisions  sent  to  France.  The  home  program  for  manufacture  of  this  material 
should  be  continued.  Tbe  home  output  tor  1918  will  probably  ail  be  required 
for  equipping  and  training  of  troops  nt  home.  The  home  manufacture  of  75- 
mllllmeter  ammunition  should  be  expedited  as  far  as  possible  and  troops  In 
France  supplied  from  home  as  soon  as  home  production  is  on  an  assured  basis. 
(6)  That  the  factories  of  the  United  States  and  Dominion  of  Canada  heretofore 
engaged  in  the  manufacture  of  British  6-Inch  Howitzer  anununltlon  be  continued 
Indefinitely  and  extended  if  necessary  to  meet  British  requirements.  This  Is  of 
vital  Importance  as  these  shells  are  essential  to  1918  camimlgn  from  every  point 
of  view.  Serious  consideration  should  even  now  tie  given  to  the  question  of  our 
adoption  of  the  British  6-inch  howitzer  In  place  of  tlic  French  155-mlllimeter 
howitzer.  Tbe  answer  must  depend  to  a  large  extent  upon  the  extent  to  wblcb 
American  program  for  manufacture  of  155-ginis  and  shell  has  advanced. 
Itritlsh  and  French  are  agreed  that  one  howitzer  Is  substantially  as  easy  to 
make  as  the  other.  French  are  confident  we  shall  bare  no  difficulty  In  mano- 
fucture  of  shell.  British  have  bad  difficulty  in  malilDg  French  shell  and  fear 
that  we  will,  whereas  tbey  point  out  that  we  have  been  making  British  shell 
for  several  years  with  groat  success  and  have  men  as  well  as  plants  that  have 
proved  they  can  turn  them  out.  We  can  not  urge  too  strongly  the  importance  of 
producing  the  largest  possible  amount  of  shells  of  this  size  and  recommend 
that  the  amount  of  shell  which  can  certainly  be  produced  be  given  great  weight 
in  determining  type  to  be  adopted.  Subject  to  your  decision  as  to  type  we 
recommend  that  sufficient  howitzers  to  the  type  selected  be  purchased  from  the 
French  or  the  British  to  equip  the  first  SO  divisions  to  arrive  In  France.  We 
now  have  bought  260  IKi-howItzers  from  tbe  French  and  must  start  with  these. 
Home  manufacture  of  the  piece  selected  and  Its  ammunition  should  be  con- 
tinued, tbe  1918  output  being  used  for  the  equipping  and  training  of  troops  at 
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hiaeL  WlMB  the  taome  ootpat  of  atDmniiltlun  In  on  an  MMuriiiif  hnaia  rfH-iia  W 
Frun  rikoald  be  supplied  witb  ammanltion  rriim  hoiiw  Mjuritn,  It  run  liruian 
«4iKb  is  adopted  provision  sboold  he  mmlp  nltki  (or  ili-vi-l.i|ilriK  [!>«  iiLiLiir^.  i..rn 
•(  Britisti  8-tnch  howiMer  farrlagw  tn  th^  I'nltnl  Mtnf™  r»i  rli^  nOr-Tir  i,t  «« 
to  dw  rear  1818.  fc)  SnlBdeot  l.'^mlllltiw^f'r  Flllmis  ETiifxi  and  ■i>iiiii>r<in«i< 
fur  tbe  Qr^  50  (30>  liiTiEtoDs  to  ttrrlve  In  f'ranip  ili'iui'l  hit  i>iir''i>ii«Mi  r"-A> 
tie  Treocb.  Home  nianafaclure  ot  this  plt^ci?  and  of  dm  4,7  iduu  iioii  «(  rim 
■BOiCiDfi  fur  both  these  plet^r*  fihonltl  be  ileveUi^ffi  rnr-rtfMliiilI/  ■in  ,iiiiij  at 
anw  ealiberj  are  obtainable  frotn  British  luinrrm.  I'll  ('i.tn'r-ririiii/  tu-n-/ 
towiOws  o<  the  9.5-liich  type  the  ontrlBht  ailoptlon  tif  (Im  Jl»in«t.  >•  n.'i.  riud 
ft^-iaeh  howitzers  is  conslderpil  imp«^rat!v(*.  TIu-M!  rnlilif^a  urn  irf  ^r'rmi  xiut 
SaiTtMsUis  importaiiee.  There  Is  no  bop»-  nf  bomi?  (trinlrnriiin  ot  '■>.'.  iixi.  tii>  viiy«r 

before  1919.     Sofflcient  S-fnch  and  »^-lr»-h  h..'HtM-r4  mi.  ji,.l   <l.i>'.i'l  i.*-  •.>.■ "d 

from  BrltWi  soorres  to  eqnip  Ihe  Brtt  M  'll-UI'.ri*  ri>  afr:  •>■  i<t  y..i  .>  -  i  im 
nistiaz  t^pafitr  fur  nMnn^rtnrC'  of  Brlrlnti  H-ltu^ti  hiuI  {«i.iiiiii  i>i,->-,i/.', i 
ia  the  Cnitnl  States  mnm:  be  •^■■luiniiMl  and  *ii  ti..iie  (.ihiii^i  for  iiii-  •.m.nif.n't...-' 
of  aBBumttiDn  for  the«f  pii-Tes  numt  rw>  niitir.raEiml  ;ij^|  v..!-!''  JH.d  'l>.  "i.  .<• 
wder  to  invorv  a  snfficiwii  -nipplj  'rf  amrrmnifli.n  ri/.r  'it.i/  ^.i"  .•■ii-  ■,-i.,  ^i-A* 
bn  (o  provb'e  z  part  of  dK  ii>>wlit  nt  'Iu>  fif".r;*ti.  ['ri4Mir  fii.init  '-.f  'i.r-  ,>,... ..>. 
bctsrv  of  9:^-iiifh  li»i«:r.ifr  •oiinul  v-  i^r.rHy  wirH.r'i.i.Hiivi  v,  .^  ,-.-ii-ii,,.^ 
!<•  Box^  of  TTiMirii  nuir-jr*  jad  la.m'ir.ii.no  i^f  :t,r./h  •■..if.-n  t-iu;,  .  .-■»  ,a 
Stakes  and  2fl>-iiii;::me&-r  — >r  a.-»    it.r.i.i. ».->■»•   ri-Mn     ;^   J'.r-,...i,    j.,,!    »  ..-jj. 
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the  3-inch  Stokes  mortar  and  ammunition  for  those  pieces;  and  for 
(he  8-inch  Stokes  mortar  and  ammunition  for  those  pieces.  From 
the  French  we  bought  the  Hotchkiss  guns  and  ammunition,  and  the 
Chauchat  rifles.  And  the  155-millimeter  howitzers  and  155-milli- 
meter guns  and  the  240-millimeter  French  mortars. 

Mr.  Graham.  Now,  were  you  de&nite  in  your  purchase  orders  as 
to  the  ammunition  you  desired  i 

Gen.  Williams.  Oh,  yes;  always  definite  as  to  number  of  things 
we  wanted  and  the  items. 

Mr.  Graham.  Now,  do  you  now  recall,  General,  what  amount  of 
ammunition  you  did  purchase  for  those  various  types  of  guns? 

Gen.  Williams.  I  can  give  you  approximate  figures. 

Mr.  Graham.  Perhaps  it  will  shorten  the  matter  if  I  refer  to  par- 
ticularly what  I  had  in  mind.  Did  you  purchase  a  supply  that 
would  fast  for  any  particular  period? 

Gen.  Williams.  Of  course,  when  the  orders  were  placed  for  those 
in  the  beginning  it  was  difficult  to  specify  any  particular  period. 
We  were  looking  to  the  equipment  of  troops  as  they  came  along 
and  supplying  ammunition  at  the  rate  Gen,  Pershing  called  for. 
Now,  as  a  matter  of  fact,  before  the  House  Commission  came  over 
there  and  just  about  the  time  we  got  to  Paris  the  Ordnance  Oflice 
here  in  Washington  had  taken  up  the  matter  of  purcliasing  75-milIi- 
meter  guns  and  the  155  howitzers  with  the  French  High  Commission, 
and  in  July,  1917,  they  placed  orders  for  over  600  of  the  75-milHmeter 
guns  and  about  240  or  250  of  the  155  howitzers.  In  the  same  month 
they  placed  orders  for  8,000,000  rounds  of  the  75,  and  1,000,000 
rounds  of  the  155.  So  that  the  orders  that  were  placed  in  Washington , 
was  greater  than  the  total  consumption  of  the  Americaji  Expedition- 
ary Forces  in  France,  and  the  orders  placed  at  the  sanie  time  for 
other  material  was  just  about  equal  to  the  consumption  of  the  Ameri- 
can Expeditionary  Forces  in  France, 

Mr.  Graham.  Now,  those  were  the  French  orders? 

(len.  Williams.  Those  were  for  the  French  pieces. 

Mr.  Graham.  Do  you  remember  now  how  many  rounds  of  ammuni- 
tion were  ordered  from  the  British  Government! 

Gen.  Williams.  I  can  not  give  you  the  figures  for  that.  The  order 
for  8-inch  howitzers  and  9-inch  howitzers,  tiiere  were  several  of  them 
calling  for  a  number  of  them  in  this  order,  and  probably  in  that  order 
the  ammunition  order  was  placed  in  the  same  way.  We  have,  how- 
ever,  a  record  of  those  orders. 

Mr.  Graham.  I  wish  you  would  insert  it  in  the  record  at  this  place, 
showing  the  amount  ordered  from  both  the  French  and  English 
Governments  from  time  to  time. 

Gen.  Williams.  Yes,  sir. 

(The  information  here  called  for  was  afterwards  furnished  by  Gen. 
Williams  and  is  as  follows:) 

Mat  15,  1919. 
From :  Ordnance  Office,  Washington,  D.  C. 

To:  Office  of  Chief  Or(lnnn<^  Offlcer,  American  Expeditionary  Forces. 
Subject:  Orders  placed  In  Europe  for  Artillery  ammunttion. 

1.  Transmitted  herewith  ore  two  copies  of  a  special  report  prepared  by  the 
Statlaticsl  Section,  AdmlnlBtratlon  Division,  showing  l>est  available  records  la 
this  country  as  to  principal  Individual  contracts  placed  with  the  French  and 
British  for  Artillery  ammunition.  It  Is  requested  that  this  report  be  compared 
with  the  American  Expeditionary  Forces'  records  and  errors  and  omissions  of 
any  Importance  be  called  to  the  attention  of  this  nfflce. 
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Z.  RMords  in  this  country  are  Incomplete  particularly  with  reference  to  ttie 
nrly  orders  plB(?ed  prior  to  the  "  POOD  "  series  known  as  "  W  0"s,"  "  D  O'b," 
Mc,  A  list  of  all  these  early  orders  showing  Item,  order  number,  date,  quan- 
litT.  etc.,  would  be  of  great  value  to  this  oBlce  in  completing  its  records. 

3.  It  Is  al^o  requested  that  when  final  settlements  are  at^'^^!  upon  in  case  of 
(□  Important  Itpm  as  to  ttie  total  deliveries,  this  Information  he  summarlznl 
uxj  iDCorporated  If  possible  In  routine  reports.  ThU  Information  Is  desired  on 
tU  cltsaes  of  ordnance  mat4riel,  but  particularly  In  the  case  of  ammonltloa, 

W.  S.  Peircb, 
Brigadier  Oencral.  Actinff  Chief  of  Ordnance,  United  State*  Army. 

IFInt  ladorspmeot.] 

Jt'KE  14,  1919. 
Fnun:  Chief   Onlnance  Officer,  Headquarters   Servlo's  of  Supply,  .American 

ExpedlUoDary  Porcea. 
To:  Oilef  of  Ordnance,  Washington,  D.  C. 

I.  Betnmed  with  Information  that  In  reference  to  paragraph  1  his  report 
Is  (Drrect  and  Includes  all  principal  orders  for  ammunition. 

i  In  reference  to  paragraph  2,  this  office  has  no  record  of  any  orders  plaee<l 
prior  to  the  '"PC  O  D  "  series  known  as  "  W  O  "  and  "  D  O  "  rpqulaltione ; 
ihlK  series  havln;;  been  placed  to  cover  agreements  entered  Into  in  the  Unlteii 
Sute«.  For  example,  AV.  O.  10  with  its  amendments  as  to  gas  shell  covers 
ItK  ainvement  for  75  millimeter  materiel  between  the  Chief  of  Ordnance  ami 
llie  French  hlfrti  commission  in  July,  191T.  This  olTlce  has  no  copy  of  the 
■'rtSlnal  order  D.  O.  6,  but  It  Is  known  that  this  order  covered  ammunition 
fur  12  batteries  of  75-mllllmeter  guns  and  6  batteries  of  155- millimeter  how- 
laets.  The  W,  O.  18  covers  the  letter  of  Jane  8,  1617,  from  Gen.  Crozler  to 
Capt  'TardieQ,  copy  attached.  It  should  be  noted  that  the  numerical  sequence 
«f  W.  O.  and  D.  O.  requisitions  does  not  follow  the  order  In  which  agreementa 
nn  entered  Into  In  the  United  States. 

1  All  of  these  orders  are  regarded  as  being  closed,  although  signed  can- 
dilation  agreements  on  all  of  them  have  not  yet  been  received.  Bills  which 
■re  DOW  being  receipted  to  cover  ammunition  delivered  in  the  field  direct 
tram  dumps  are  not  now  being  charged  against  any  requisitions. 

4.  No  routine  reports  are  being  issued,  due  to  closing  out  of  work  and  de- 
cnaae  of  personnel.  It  is  therefore  requested  that  if  deliveries  against  any 
puticalar  requisition  or  deliveries  of  a  certain  Item  are  considered  essential 
Oat  this  office  be  advised  as  to  the  particular  requisition  or  Item  on  which  data 
■re  desired. 

J.  H.  Bice, 
Brigadier  Qeneml,  Ordnance  Department,  Chief  Ordnance  Officer. 

Mat  10,  1919. 
From:  Ordnance  Department,  Administration  Division, 
To;  Uonte  Appel,   acting   special   representative  of  the   Secretary   of   War, 

Room  30T5  Munitions  Building  (attention  H.  K.  Urion). 
Subject:  Foreign  orders  and  deliveries  of  artillery  ammunition. 

L  The  report  requested  In  letter  of  April  29  la  transmitted  herewith,  show- 
ing  detailed  information,  as  recorded  in  the  oHlce  of  the  Statistical  Section, 
Admlnlstnitlon  Division,  in  regard  to  principal  Individual  contracts  for  Artil- 
lery uDinunition  placed  with  the  French  and  British  and  deliveries  on  same 
K  br  IS  known. 

Z  It  Is  understood  that  this  is  to  be  used  as  a  basis  for  a  preliminary 
atndy  of  our  obligations  in  the  way  of  replacement  of  raw  materials.  It  Is  to 
be  noted  that  in  the  case  of  most  French  orders  sufficient  data  Is  not  yet 
tititaible  to  aum'msrlEe  the  "  total  deilTcries  per  final  settlement" 

1  H  18  the  Intention  of  this  office  to  transmit  a  copy  of  the  report  to  the 
Oilef  Ordnance  Officer,  American  Expeditionary  Forces,  with  the  request 
t^t  tlK  data  be  checked  with  their  records  and  revised  accordingly. 

W.  S.  Peibce, 
Brigadier  General  Acttng  Chief  of  Ordnajice. 
By  W.  W.  GmsoiT, 
Colonel,  Ordnance  Department.  Onited  Slatet  Amur. 
H12H— 2O-V0L  2 21 
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1604  WAR  EXFENDITUBSS. 

Mr.  Graham.  Now,  General,  did  the  French  and  the  English,  aside 
from  the  trouble  you  have  spoken  about  in  nitrates,  liave  any  trouble 
in  supplying  those  orders  ? 

Gen.  Williams.  We  did  not  always  get  material  or  artillery  that  we 
wanted.  The  French  would  not  issue  to  us  in  advance  the  number  of 
75-inilIimeter  guns,  say,  that  we  wanted  to  equip  our  troops  in  the  next 
month.  The  position  taken  by  the  French  was  that  while  they  did 
have  a  certain  amount  of  artillery  in  reserve  in  their  storehouses, 
that  they  did  not  want  to  issue  that  and  let  it  get  out  in  the  camps 
where  it  would  not  be  subject  to  their  call  in  cases  of  emergency  until 
the  troops  were  actually  in  France;  so  that  what  we  wantea  to  do 
was  when  we  heard  that  an  Artillery  brigade  was  going  to  said  from 
New  York,  say,  on  R  given  day,  we  wanted  to  get  from  the  French  the 
artillery  for  that  brigade  and  get  it  to  camp  so  that  the  artillery 
would  meet  the  soldiers,  and  the  French  would  not  do  that :  and  in  my 
opinion  they  were  entirely  correct.  So  that  there  was  a  delay  of  from 
one  week  to  as  much  as  a  month  sometimes  between  the  an-ival  of  the 
Artillery  brigade  in  camp  in  France  and  the  receiving  of  its  artillery. 
But  those  camps  were  always  equipped  with  training  pieces  so  that 
the  troops  when  they  arrived  could  go  to  training  with  the  training 
equipment,  but  they  did  not  get  their  full  artillery  equipment. 

Mr.  Grah-am.  And  did  not  get  it  until  fhey  were  ready  to  go  to 
business? 

Gen.  Williams.  No;  they  would  get  it  some  time  Iwfore  they  were 
sent  to  the  line  and  had  a  chance  to  work  with  it,  but  did  not  have  it 
waiting  for  them  when  they  arrived. 

Mr.  Gkaiiam.  The  French  were  proceeding  on  the  theory  that  they 
might  need  it  themselves? 

Gen,  Williams.  Yes,  sir, 

Mr,  Graham.  And  properly  so,  I  think.  That  is  true  of  the  guns, 
I  am  more  particularly  referring  to  the  ammunition.  Were  the 
French  and  English  able  to  supply  our  forces  with  ammunition  at  all 
times  so  that  we  were  not  embarrassed  any  t 

Gen.  Williams,  Yes;  now,  I  would  like  to  qualify  that  by  this: 
The  Frencli  were  very  careful  in  their  use  of  ammunition.  It  was  a 
common  saving  among  the  French  that  for  a  given  object — to  attain 
a  given  object,  that  the  British  would  shoot  away  twice  as  much  us 
the  French,  and  that  the  Americans  would  shoot  away  all  you  would 
give  them.  Now.  our  troops  when  they  first  got  over  there  went  into 
a  sector  with  the  French  and  their  artillery  supplies  were  drawn  from 
the  French  dumps  in  that  sector  by  requisition  on  the  French  au- 
thorities. Now,  then,  the  French  generally  limited  the  amount  that 
they  would  permit  to  be  drawn  for  a  day's  consumption,  and  that 
amount  was  not  always  satisfactoi-\-  to  our  American  commanders, 

Mr.  GnAiiAM,  How  was  the  price  of  the  ammunition  that  we  pur- 
cha-sed  in  England  and  France?  Was  it  an  excessive  price  in  your 
judgment  ? 

Gen,  Williams.  No,  sir;  no  greater  than  our  own  if  as  great, 

Mr,  Ghaiiam.  It  was  good  ammunition,  was  it? 

Gen.  WiLUAMS,  Always  good.  It  was  the  same  thing  as  the  British 
and  French  themselves  were  using. 

Mr.  Graham,  Did  you  ever  have  any  occasion  to  make  a  comparison 
with  what  ammunition  we  did  have  that  got  over  there,  or  such  «?; 
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vou  saw  used  in  the  ranges  in  this  country,  as  compared  with  the 
Vrpnch  «nd  British  products  ( 

tien.  WiiojAMs.  When  we  sent  our  aninmnition  to  France,  always 
out  of  the  first  lot  were  taken  an  experimental  number  of  pounds, 
u:^ua)ly  5.000  or  10,000  pounds,  and  sent  to  the  French  commission, 
and  it  Kos  tested  by  them  before  it  was  sent  to  the  lines.  We  had 
our  T5-mi!limeter  shrapnel  and  I  think  the  155-millimeter  shelU 
tested  out  by  the  French  and  approved  by  them  in  that  way  before 
being  issued. 

Mr.  Graham.  Now,  did  you  have  anything  to  do,  General,  with 
ibe  location  of  these  plants  at  Nitro  and  Nashville? 

Gen.  WiLUAHs.  No,  sir;  that  was  done  before  I  came  back  from 
Frince. 
Mr.  Graham.  By  whom  in  the  Ordnance  Department  was  it  done? 
Gen.  Williams.  It  was  done  by  the  Ordnance  Department.    Col. 
Hoffer  was  then  in  charge  of  it,  but  concerning  the  location  of  those 
plants.  I  happen  to  know  that  the  whole  country  was  very  thoroughly 
surveyed  and  a  proper  location  or  locations  for  powder  plants  of 
that  Mze  was  very  hard  to  find. 
Mr.  Graham.  Whyt 

Gen.  Williams.  Because  you  have  got  to  have  a  large  supply  of 
wster  and  a  large  flat  area,  and  you  should  be  near  the  source  of 
supplies  of  your  raw  materials.    There  are  many  things  that  enter 
into  the  consideration  of  the  location  of  a  plant  of  that  kind,  and  a 
very  thorough  survey  was  made  before  those  plants  were  located, 
nnd.  I  think,  by  the  department. 
Col.  HABBia.  Yes;  and  by  men  in  the  Ordnance  Department,  too. 
Mr.  Graham.  Now,  you  have  had  charge  of  the  Ordnance  Depart- 
ment since  the  signing  of  the  armistice,  haven't  yout 
Gen.  Williams.  No,  sir;  since  the  1st  of  May,  1918. 
Mr.  Graham,  I  said  since  the  armistice. 
GeD.  Williams.  Yes.    Ever  since  that;  yes. 

Mr.  Graham.  Well,  I  understand  in  a  general  way  that  the  de- 
partment intends  to  retain  the  Old  Hickory  plant  at  Nashville? 
Gen.  Williams.  Yes,  sir. 

Mr.  Graham.  As  a  permanent  powder-making  plant  of  the  Gov- 
ernment ;  is  that  correct  ? 
Gen.  Williams.  That  is  correct, 

Mr.  Graham.  This  plant  has  an  estimated  capacity  of  900,000 
pounds  a  day  ? 
Gen,  Williams.  No,  sir. 
Mr.  Graham.  How  much  ? 

Gen.  Williams.  It  would  have  had  a  capacity  of  900,000  pounds 
if  it  were  completed. 
Mr.  Graham.  Yes. 

Gen.  Williams.  It  was  built  in  units,  each  one  to  have  a  capacity 
of  100,000  pounds  a  day,  and  there  are  six  or  seven  completed :  the 
others  could  be  completed  so  as  to  make  it  up  to  900,000  pounds  a 
d»v. 

Mr.  Graham.  Now,  you  propose  to  abandon  the  Nitro  plant  en- 
tirely! 
Gen.  Williams.  Yes,  sir. 

Mr.  Graham.  This  committee  has  been  told  that  so  far  as  the 
rtspeftive  merits  of  those  two  places — so  far  as  economy  is  con- 
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cemed — that  it  might  be  contended  and  is  contended  by  some  that 
it  would  be  more  economical  to  retain  the  Nitro  plant;  and  in 
discussing  this  matter  this  committee  is  curious  to  kdow  what  the 
situation  is  in  that  matter. 

Gen.  WiLLiAMB.  I  liad  three  separate  examinations  made  of  the 
Old  Hickory  plant  and  the  Xitro  plant. 

Mr.  Graham.  By  whom? 

Gen.  Williams.  By  three  different  men — Col.  Spruance  and  Col. 
Harris  and  Col,  Bums — and  their  reports  were  that  the  Old  Hickory 
plant  was  superior  to  Nitro,  and  Old  Hickory  was  retained, 

Mr.  Graham,  Are  their  reports  to  be  found  in  the  Ordnance  De- 
partment ?    I  mean  are  they  in  writing  or  orally  to  you  ? 

Gen.  Williams.  Yes;  they  were  made  orally.  Did  you  make  yours 
in  writing.    [Addressing  Col.  Harris.] 

Col.  Harkis.  Yes;  a  memorandum  or  recommendation. 

Mr.  Graham.  That  is  to  be  found  in  the  files? 

Gen.  Williams.  Yes,  sir. 

Mr.  Graham.  Of  all  three  of  those  officers? 

Gen.  Williams.  I  would  not  be  positive  of  that. 

Mr.  Graham.  Well,  the  contention  has  been  made  that  the  freight 
rates  on  most  of  the  raw  materials  to  Charleston  or  Nitro,  is  much 
less  than  it  is  to  Nashville,  Tenn. ;  do  you  know  anything  about  that; 
from  the  place  where  they  are  naturally  obtained ! 

Gen,  Williams.  That  contention  was  made  by  the  Chamber  of 
Commerce  of  Charleston. 

Mr.  Graham.  Yes;  they  filed  a  brief,  did  they  not? 

Gen.  Williams,  Yes,  sir. 

Mr.  Graham.  Was  that  filed  with  you  ? 

Gen.  Williams.  Yes;  I  went  over  that  carefully  and  had  it  ex- 
amined and  looked  into.    I  do  not  think  we  quite  agreed  with  them. 

Mr.  Graham.  Have  you  that  brief  here? 

Gen.  Williams.  That  was  with  you,  Col.  Hawkins! 

Co!.  Hawkins.  That  has  not  been  found  yet. 

Mr.  Graham.  We  would  like  to  see  that.  The  contention  has  been 
very  strenuously  made  that  everything  is  in  favor  of  Charleston  in 
that  particular;  and  we  want  to  know  why  you  located  that  as  you 
did.  You  mav  be  entirely  right  about  it.  Now,  another  thing, 
Charleston,  or  Nitro,  is  located  in  the  middle  of  the  best  high  vola- 
tile coal  and  gas  and  all  those  things,  which  I  understand,  is  not 
present  at  Nashville.    What  are  the  racts  about  that! 

Gen,  Williams.  Nashville  is  not  so  very  far  away  from  the  coal 
fields  of  Alabama.  I  think  the  coal  haulage  is  a  little  greater.  The 
haulage  of  sulphur  from  Texas  or  Louisiana  is  a  little  bit  shorter  to 
Nashville  than  to  Charleston,    The  alcohol  is  about  equal, 

Mr.  Graham.  Most  of  the  alcohol  comes  from  Peoria,  doesn't  it? 

Gren.  Williams.  Yes,  And  acids  and  nitrates;  our  conclusion  was 
that  Nitro  did  not  have  any  peculiar  advantages  in  those  respects 
over  Old  Hickory. 

Mr,  Graham,  Can  you  tell  now,  why  you  thing  personally  now — 
that  is,  your  own  judgment  about  it,  why  do  you  think  it  was  advis- 
able to  locate  that  plant  at  Nashville  ? 

Gen.  Williams.  Do  I  think  it  was  advisable! 

Mr.  Graham.  Why  do  you  think  so! 
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Gen.  WiixjAMB.  Why  do  I  think  that  is  advisable! 
Mr.  Gbaham.  Yes. 

Gen.  WiLLXAUs.  One  of  the  best  reasons  is  that  it  is  a  better  con- 
structed plant  all  the  way  through. 
ilr.  Grahau.  That  was  built  by  the  du  Pont  people? 
Gen.  WuxxAHS.  Yes;  and  it  was  much  more  complete  than  the 
Nitro  plant,  and  the  disadvantages  which  you  speak  of  were  not  to 
my  mind  paramount.    I  should  say  from  my  examination  of  it  that 

the  two  plants  were  about  equally  located  so  far  as  the 

Mr.  UKAHAM  (interpo^ng).  Tell  me,  in  your  mind  does  the 
wonomv  of  operation  enter  into  it  at  all! 

Gen.  'WiujAMS.  Economy  of  operation  is  always 

Mr.  Graham  (interposing).  Is  it  a  question  of  having  the  best 
plant  or  is  it  economy  of  operation  that  ought  to  control  1 

Gen.  WmjAMB.  Tne  economy  of  operation  is  going  to  be  largely 
dependent  on  the  plant.  The  location  of  the  plant,  I  should  include 
iQ  that,  that  a  part  of  it  would  be  economy  of  operation. 

Mr.  Graham.  Why  do  you  think,  as  Chief  or  Ordnance,  that  it 
is  advisable  for  the  United  States  to  build  and  maintain  a  large 
powder  factory! 

Gen.  Wiixi.AMs,  At  the  present  time  I  should  say  it  is  not  ad- 
visable for  the  United  States  to  build  and  maintain;  but  the  United 
States  having  already  built  a  powder  plant,  or  powder  plants  of 
this  description,  the  question  arises,  can  vou  maintain  both  of  them, 
or  shall  you  maintain  either  one,  or  shall  you  maintain  neither,'  and 
it  is  a  verv  serious  problem.  Now,  as  a  matter  of  fact,  both  the 
Sitro  and  Old  Hickory  are  built  on  such  a  scale  that  we  see  no  pros- 
pect whatever  of  putting  them  into  production  until  the  time  of  stress 
i-omes.  We  can  not  use  them  for  experimental  plants;  we  can  not  use 
them  for  production.  The  United  States  and  the  Congress  must  face 
the  question  of  expending  a  large  sum  of  money  every  year  to  keep 
either  one.  and  we  have  chosen  Old  Hickory  so  that  it  may  be  put  in 
produttion  in  anything  like  a  reasonable  time. 

Mr.  Graham.  \)o  you  think  it  is  advisable  for  the  Government  to 
go  into  the  manufacture  of  powder  or  is  it  a  more  reasonable  Uiing 
for  the  Government  to  encourage  the  making  of  it  by  private  com- 
ptmes! 

Gen,  Williams.  My  opinion  is  that  if  the  Government  could  by 
encoamging  private  companies  have  any  assurance  that  we  could 
have  war  munitions  made  bv  private  companies,  that  is  the  best  way 
to  do  it.  The  position  the  tJnited  States  faces  to-day  is :  The  world 
is  stopped  up  with  powder.  The  private  companies  are  not  main- 
taining their  powder  plants.  They  are  breaking  up  their  machinery 
and  disposing  of  it;  and  they  can  not  see  the  prospects  of  orders, 
ind  they  say  they  can  not  afford  to  maintain  these  plants  in  the 
future  with  an  indefinite  idea  that  orders  wilt  come  in  the  future. 
The  (onsequence  is  that  the  United  States  in  the  dismantling  of  its 
povder  plants  will  find  itself  without  any  plant  at  all. 

Mr.  Graham.  Now,  you  are  about  to  sell  the  Nitro  plant;  in  that 
plui  Tou  have  a  large  number  of  presses;  all  those  presses  will  be 
vM  ind  perhaps  junked,  because  they  are  not  good  for  anything 
else.  Is  it  a  good  thing  for  the  United  States  to  sell  them  or  would 
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it  not  be  a  good  thing  to  put  them  in  storage  with  the  idea  of  using 
them  afterwards? 

Gen,  Williams,  Every  item  the  United  States  puts  in  storage  it 
thereby  assumes  an  obligation. 

Mr.  Graham.  What  sort  of  an  obligation? 

Gen.  Williams.  Just  the  maintenance  of  storage  facilities. 

Mr.  Graham.  Well,  you  will  agree  with  me  that  it  is  highly  ad- 
visable for  the  Government  to  have  all  sorts  of  materials  and  tools 
to  start  quantity  production  of  materials? 

(ien.  Williams,  Yes,  sir. 

Mr,  Graham.  But  if  those  are  sold  we  can  have  no  production 
at  all? 

Gen.  Williams.  Yes;  but  Congress  must  furnisli  the  money  for 
them;  to  maintain  them, 

Mr.  Graham.  Is  it  less  costly  to  put  them  in  store  and  have  a 
guardian  watching  it  than  to  operate  it? 

Gen.  Williams.  Yes,  sir;  I  think  there  is  no  doubt  about  that. 
And  tlien  you  come  up  to  the  question  of  how  much  of  this  you  are 
going  to  maintain. 

Mr.  Graham,  That  is  what  I  am  asking  you  about  the  Old  Hickory 
plant. 

Gen.  Williams,  Our  thought  in  the  matter  was  this:  The  con- 
struction of  the  Old  Hickory  plant  commenced  in  March,  1918.  In 
July,  about  the  end  of  July,  1918.  the  first  unit  came  into  produc- 
tion, and  then  the  different  units  came  in  in  successive  months,  after 
the  others.  Now,  by  maintaining  Old  Hickory,  or  first  starting  with 
the  others  that  we  have  on  hand  they  would  carry  us  along 

Mr.  Graham  (interposing).  That  was  as  I  understand  it;  I  don't 
know  whether  I  am  properly  informed,  but  I  was  informed  that  at 
the  signing  of  the  armistice  we  had  on  hand  about  200,000,000  pounds 
of  smokeless  powder. 

Gen.  Williams.  That  is  about  right.  Now,  taking  the  reserve  and 
maintaining  Old  Hickory  in  stand-by  condition  so  that  in  60  days 
you  can  commerce  production  of  powder,  and  gradually  bring  in  all 
the  units,  that  would  maintain  it  at  a  rate  that  would  give  you  time 
to  bring  up  other  plants  of  that  kind,  if  you  have  to  have  more 
capacity  than  Old  Hickory.  And  our  thought  in  the  matter  was  that 
rather  than  maintain  both  Old  Hickory  and  Nitro  it  was  a  better 
policy  for  the  United  States  to  maintain  only  one  and  scrap  the 
other. 

Mr.  Graham.  That  may  be  true,  but  still  that  does  not  anwer  the 
proposition  of  your  scrapping  valuable  machines  that  will  have  no 
value  at  all  to  the  purchaser  of  the  Nitro  plant,  such  as  the  hydraulic 
presses,  which  are  not  of  any  use  to  anybody  else. 

Gen.  Williams.  I  don't  think  they  are  of  much  use  for  anything 
else. 

Mr.  Graham.  Except  to  make  powder,  I  want  some  facts  about 
the  Old  Hickory  plant.  Did  you  make  any  powder  after  tite  armis- 
tice was  signed^ 

Col.  Harris.  There  was  a  total  of  31,000,000  pounds  before  and 
after  the  armistice;  they  continued  what  was  in  process. 

Mr.  Graham.  That  is,  you  finished  up  what  was  in  process? 

Col.  Harris.  Yes.  sir. 
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Mr.  Graham.  How  much  territory  does  it  cover?  How  much 
ground? 

Gen.  Williams.  About  5,000  acres  and  an  enormous  number  of 
buildings;  a  tremendous  plant 

Mr.  Graham.  We  have  summoned  the  commanding  officer  up  here ; 
I  think  he  will  be  here  to-morrow.  Do  you  know  anything  about 
the  employees  or  pay  roll  ? 

Gen.  Williams.  At  the  present  time? 

Mr.  Graham.  Yes. 

Col.  Harbis.  Approximately  1,200. 

Mr.  Graham.  Well,  do  you  know  what  the  pay  roll  is  per  week? 

Gen.  Williams,  I  do  not  know  the  figures. 

Mr,  Graham.  Well,  we  can  find  that  out. 

Gen.  WiLLUMS.  We  can  get  those  figures. 

Mr.  Graham.  Of  course,  that  plant  is  not  making  powder  and  is 
simply  being  guarded  and  kept  in  shape  at  this  time? 

Gen.  Williams.  It  is  being  guarded  and  put  in  a  stand-by  condi- 
tion, and  also  the  surplus  material  there  is  being  sold. 

Mr.  Graham.  Well,  you  mean  the  loose  stuff  that  was  accumulated 
during  the  building  period? 

Gen.  Williams,  A  great  many  thinjn?  like  a  tremendous  quantity 
of  piping  and  lumber,  and  sulphur,  and  raw  materials. 

Mr.  Graham.  And  cotton? 

Gen.  Williams.  A  separate  sale  has  been  made  of  the  cotton  linters. 

Mr.  Graham.  Well,  you  are  selling  those  by  the  piece? 

Gen.  Williams.  That  is  being  sold  through  our  salvage  organi- 
zation. 

Mr.  Gbaham.  Not  including  that,  as  they  are  at  Nitro,  in  the  gen- 
eral sale? 

Gen.  Williams.  No,  sir. 

Mr.  Graham.  Do  you  have  any  control  over  that  sale  at  Nitro? 

Gen.  Williams.  Well,  the  sale  at  Nitro  is  being  made  by  our  sal- 
vage organization,  working  under  the  instructions  of  the  Director 
of  Sales. 

Mr.  Graham.  But  not  under  your  instructions? 

Gen,  Williams.  Well,  the  salvage  organization  of  the  Ordnance 
Department  is  under  mv  instructions,  but  the  policy  concerning  the 
method  of  conducting  the  business,  and  so  on,  is  handed  down  from 
the  Director  of  Sales,  who  really  reports  to  Mr.  Crowell, 

Mr.  Graham.  Well,  in  your  judgment,  will  the  retention  of  the 
plant  at  Old  Hickory  be  a  continued  charge  equal  to  what  it  is  at 
present  ? 

Gen,  Williams.  No,  sir. 

Mr.  GftAHAH.  Well,  what  would  be  the  difference? 

Gen,  WiLLiASis.  I  don't  know  just  what  the  present  charge  is 
now.    Our  estimates 

Mr.  Graham  (interposing).  Well,  there  are  1500  emploj'ees;  I 
should  judge  in  the  neighborhood  of  $40,000  a  week,  approximately 
what  it  is  at  Nitro. 

Gen.  Williams.  It  will  cost  us  not  less  than  $500,000  a  year  to 
maintain  it  in  a  stand-by  condition. 

Col.  Hareib.  The  ultimate  stand-by  force  will  be  leas  than  half 
the  present  number. 
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Mr.  Graham.  Well,  say  500  or  600  will  be  the  stand-by  force. 

Col.  Habri3.  We  estimate  400. 

Mr.  Graham.  They  would  do  nothing  except  to  keep  the  plant 
as  it  is  now,  doing  nothing,  but  you  would  have  to  have  your  fire 
protection,  and  police  protection,  and  there  would  be  the  constant 
hazard. 

Gen.  WiujAMS.  Yes ;  and  constant  painting  and  so  on. 

Mr.  Graham.  Are  you  using  it  for  storage  purposes? 

Gen.  Williams.  We  have  only  the  material  mat  was  sent  in  there 
for  construction  pur[H>ses  and  some  smokeless  powder. 

Mr.  Graham.  I  wish  you  would  tell  this  committee,  if  you  will — 
we  ascertained  when  we  were  at  Nitro  that  a  large  amount  of  ord- 
nance goods  was  being  shipped  into  that  place  there;  almost  as 
soon  as  the  armistice  was  signed  the  insides  were  torn  out  of  about 
20  or  25  of  the  powder  dry  houses  and  then  they  were  stored  with 
all  sorts  of  ordnance  material,  from  all  over  the  United  States,  and 
as  far  away  as  Porto  Rico ;  why  did  you  send  that  stuff  in  there,  if 
you  did  it? 

Gen.  Williams.  We  found  ourselves  faced  with  a  tremendous 
amount  of  ordnance  material,  and  had  to  utilize  every  square  foot 
of  storage  space. 

Mr.  GrBAHAM.  And  now  you  have  to  get  it  out  of  there,  don't  you! 

Gen.  Williams.  It  was  first  supposra  we  would  retain  a.  portion 
of  that  as  a  storage  building. 

Mr.  Graham.  PermanenUy? 

Gen.  Williams.  Permanently.  It  was  later  decided  to  throw  it 
in  and  sell  the  whole  building. 

Mr.  Grakam.  Weren't  there  other  places  available  to  store  that 
stuff  without  shipping  it  clear  across  the  country? 

Gen.  WnxiAMs.  Our  other  places  were  all  either  taken  up,  or 

Mr.  Graham  (interposing).  Some  were  shipped  from  Chicago; 
wasn't  there  storage  space  in  Chicago? 

Gen.  Williams.  We  would  get  it  there;  hire  it. 

Mr.  Graham.  You  had  to  pay  freight  across  the  country  and 
handle  it,  and  now  it  has  to  be  taken  out  again. 

Gen.  Williams.  We  did  not  intend  to  move  it  at  that  time. 

Mr.  Graham.  Don't  you  think  it  would  destroy  those  buildings 
to  some  extent  by  tearing  out  the  interior? 

Gen.  Williams.  It  would  destroy  for  the  original  purposes. 

"Mi.  Graham.  What  other  purposes  could  they  have  been  used 
for,  in  the  odd  and  unusual  shape;  what  could  you  use  them  for 
except  the  manufacture  of  powder? 

Gen.  Williams.  By  tearing  out  the  interior  we  intended  to  make 
storehouses  out  of  l^em. 

Mr.  Graham.  You  did  not  intend  to  make  storehouses  out  of 
them 

Gen.  Williams  (interposing).  We  intended  to  sell  the  rest  and  set 
uide  that  for  a  storage  depot. 

Mr.  Graham.  Was  that  your  plan,  General? 

Gen.  WitxiAMS.  That  was  not  a  plan;  that  was  my  own  personal 
work;  that  was  personally  worked  up  by  me.  It  was  worked  up  in 
the  Field  Service  Division  of  my  office,  which  has  charge  of  the  stor- 
age of  all  that  material. 
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Mr.  Graham.  AVhat  are  you  p>ing  to  do  with  that  material  now  i 

Gen.  Williams.  We  are  going  to  send  it  to  other  storehouses. 

Mr.  GiuHAM.  Do  you  have  other  storehouses? 

Gen.  Williams.  We  have  had  allotted  to  us  certain  storehouse 
space  that  we  did  not  have  before.  The  storage  problem  at  the  end 
of  the  war  was  a  tremendous  one.  The  question  of  material  that  we 
bad  in  process  and  that  had  to  be  taken  care  of  made  it  necessary  to 
utilize  everj-thing  that  had  a  roof  on.  and  even  then  we  did  not  have 
storage  room  enou^  for  all  of  the  material. 

Mr.  Graham.  I  suppose  that  is  true,  and  yet  I  fail  to  see  why  it 
would  not  have  been  cheaper  for  the  Government  to  rent  some  store- 
houses than  to  ship  that  across  the  country.  There  is  some  that  came 
through  from  Porto  Rico.  And  there  are  some  naval  shells  there. 
How  did  the  naval  shells  get  there? 

Gen.  Williams,  The  only  reason  I  can  give  is  that  they  put  them 
in  there. 

Mr.  Graham.  And  in  the  machine  shops  there,  I  now  understand 
that  the  Government  is  reserving  areas  M  and  X  over  there  for  the 
purpose  of  storage  for  a  time;  don't  you  think  that  interferes  with 
the  sale  of  that  proposition  i 

Gen,  Williams.  It  may  interfere  with  it;  I  should  think  it  would. 

Mr.  Graham.  And  yet  you  have  no  place  to  put  that  stuff  and  get 
it  away  right  away  ? 

Gen,  Williams.  I  don't  think  so, 

Mr.  (iraham.  Most  of  the  stuff  that  this  committee  observed  over 
there  was  shell  cases,  75  and  240. 

Gen.  Williams.  We  have  a  great  many  of  those  on  hand  and  it  is 
hard  to  know  ju'-t  what  do  to  with  them.  You  have  the  proposition 
whether  it  would  not  be  better  for  the  Government  to  stop  those 
things  rather  than  to  put  them  in  store. 

Mr.  Graham.  Well,  vou  have  immense  quantities  of  them,  haven't 
yon? 

Gen.  Williams,  "ies;  large  quantities.  Maybe  I  can  give  you  the 
fipiires  on  those. 

Mr.  Graham.  I  think  we  have  them  some  place,  AVhat  do  yoii 
think  will  be  the  future  as  to  the  Old  Hickory  plant  as  regards  the 
present  buildings?  I  judge  they  are  of  temporary  construction,  are 
they  not? 

Gen.  Williams,  The  outside  of  most  of  the  buildings  is  temporal y. 

Mr.  Graham.  Now,  if  the  Government  retains  them  as  a  periiiii- 
nent  powder  plant,  will  it  not  have  to  rebuild  them  in  a  permanent 
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AMs.  Tliere  won't  be  much  rebuilding;  there  will  be 
painting  and  upkeep  and  repliicing  of  glass  and  that  sort  of  thing, 

Mr.  Graham.  Are  the  shells  of  the  buildings  made  of  tar  paper? 

Gen.  Williams,  My  recollection  of  the  Old  Hickory  plant — I  was 
down  there  and  spent  some  time  on  it — that  practici fly  all  are  of 
steel  fnune  and  some  have  tar  roofs  on  them  and  some  of  them  cor- 
rugated iron  roofs  and  some  have  loirugated  iron  sides;  many  of 
them  not  painted. 

Mr,  Graham.  Don't  you  think  it  will  take  a  large  amount  of  momy 
to  maintain  that  institution? 

<!eti.  WiLi.iASis.  Ceitiiiuly  it  will. 
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Mr.  Graham.  What  is  your  judgnieTit,  General,  so  that  this  com- 
mittee  won't  mnke  nny  mistake  about  that — be  corre  tly  advised — 
what  is  your  judgment ;  what  is  it  going  to  cost  to  maintain  that  in- 
stitution? 

(ien.  WiLUAMS.  Certainly  not  less  than  a  half  million  dollars  a 
j'ear. 

Mr.  Graham.  That  does  not  take  into  consideration  the  rebuilding 
or  painting? 

(ien.  Williams.  No,  sir. 

Mr.  Gkaham.  You  linow  that  that  tar  paper  will  not  last  very  long. 

(Jen.  Williams,  Not  very  long. 

Mr.  Graham.  And  the  (onsequence  is  that  the  Government,  if  it 
maintains  that  instirution,  will  spend  several  million  dollai's  for 
le  onsti'uction  ? 

Gen.  Williams.  I  don't  think  there  will  be  muih  re:onstru  tioii. 
Certainly  we  would  rot  recommend  nny  that  was  not  necessary  for 
the  preservation  of  valuable  material. 

Mr.  Ghaham.  "Well,  as  the  years  go  by  that  flimsy  construction  will 
deteriorate  and  get  of  no  account,  won  t  it? 

Gen.  Williams.  Yes.  sir. 

Mr.  Graham.  And  then  what  will  we  do? 

Gen.  Williams,  The  framework  is  steel. 

Mr.  GRAHAKt,  But  you  have  to  put  something  on  the  outside  of 
that;  you  have  to  replace  the  outside;  you  know  something  about  the 
Government  in  building  buildings  of  that  kind  which  is  very  large ; 
you  know  it  will  cost  a  large  amount  of  money  to  keep  that  institu- 
tion? 

Gen.  Williams.  I  am  quite  aware  of  that,  and  I  called  that  to  the 
attention  of  both  committees  in  both  Houses  of  Congress,  and  when  we 
come  up  for  our  appropriation  we  are  going  to  bring  a  detailed 
table  of  costs.  It  is  a  question  of  policy,  whether  we  shall  keep  it 
or  not,  and  if  we  maintain  that  we  will  come  here  asking  for  appro- 
^n  at  ions. 

Mr.  Graham.  Did  the  Government  ever  make  any  powder  before  ? 

Gen.  Williams,  We  had  a  small  plant  at  Picatinny  Arsenal.  X,  J. 

Mr.  Graham.  Is  that  operating? 

Gen.  Williams.  Not  operating;  we  still  have  it;  we  are  using  it 
foi-  an  cxperiiiieiital  plant. 

Mr,  Graham.  Wc  have  always  depended  on  private  production? 

Gen,  Williams.  Tp  until  the  time  we  had  the  Picatinny  Ar.eenai 
we  depended  upon  privaie  plants.  When  it  was  first  built  it  had  n 
capat  ity  of  300,000  pounds;  that  was  not  sufficient,  and  after  that  we 
had  to  deiH*nd  on  privnte  companies. 

Mr.  Graham,  Now,  to  i-ecur  to  the  Charleston  Chamber  of  Com- 
merce repoit.  are  thn  figures  of  that  corre  t  as  to  freight  rates;' did 
you  (heck  them? 

Gen.  Williams.  I  do  not  know,  sir. 

Mr.  Graham.  Di<l  any  of  your  officers? 

fJen.  Willia5is.  I  don't  know,  I  am  not  sure.  The  report  was 
referred  to  the  people  that  had  charge  of  that. 

Mr.  Graham,  ^^as  the  report  filed  with  you  before  action  by  you 
in  this  matter? 

Gen,  Williams.  Yes,  sir. 
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Mr,  GsAHAM.  Mr.  Jefferis,  do  you  caro  to  ask  anything? 
Mr.  JiyFERia,  Yes ;  a  few  questions. 
What  Tras  the  cost  of  the  Old  Hickory  plant! 

(ien.  WiuoAMs.  About  $90,000,000,  and  Nitro  about  $70,000,000. 
Mr.  Jetperis.  We  have  been  told  that  the  cost  of  Old  Hickory 
was  $138,000,000. 

(ien.  WiujAMa,  I  don't  think  so;  I  never  heard  that. 
Mr.  Jfj-t-Esaa.  Never  did  hear  that  figure! 
(len.  WiLxjAMS.  No,  sir. 

Mr,  Jeffekis.  Who  could  give  us  those  figures! 
Col.   Hawkins,  I  think  I  can  say  the  first  allotment  was  $80,- 
U0O.0OO  and  the  next  was  $90,000,000,  and  that  has  not  all  been  spent ; 
that  included  some  construction  and  some  operation. 
Mr.  Je»-keri8.  And  you  say  Nitro  was  what;  about  $70,000,000! 
Cen.  WiLUAMS.  About  $fO,000,000, 

Mr.  Jevtebis.  Tliat  the  operation  as  well  as  the  construction  of 
what! 
{Jen.  WiujAMs,  That  is  the  construction  cost  as  I  recall  it. 
Mt.  Jefferis.  How  do  the  buildings — that  is,  the  housing  at  Old 
Hickory — compare  with  the  bungaloa  constructed  at  Nitro! 

(ien.  Wu-UAMs,  I  could  not  give  you  an  answer  of  value  on  that. 
I  have  seen  both  of  them ;  now,  which  is  superior,  1  could  not  tell  you. 
Mr.  Jeffehis.  Something  of  the  same  order,  are  they,  each  of 
Ibeml 

(ien.  WiixjAHS.  About  the  same  thing.    Generally  speaking,  Old 
Hickory  is  better  built  than  Nitro. 
Mr.  Jefferis.  Is  the  machinery  better  than  et  Nitro! 
Col.  Harris.  From  the  manufacturing  standpoint  we  all  consider 
Old  Hickory  better :  better  designed ;  the  Old  Hickory  plant  is  bet- 
ter designed  and  a  better  plant 

Mr,  Jeffekis.  And  Old  Hickory  plant  was  about  one-half  larger 
than  Nitro? 

^Gen.  Wduliams.  The  capacity  of  Old  Hickory  is  900,000  pounds 
»  day  and  Nitro  about  600,000  pounds  a  day. 

Mr.  Jefferis,  Did  I  understand  you  to  say  the  United  States  had 
oD  hand  about  200,000,000  pounds  of  powder! 
Gen.  Williams.  Yes,  sir. 

Mi.  Jeffekis.  From  what  source  did  the  United  States  Govern- 
ment get  that! 

Gen.  Williams.  From  private  sources  and  its  own  factories.  Old 
flickory  and  Nitro. 
Mr.  Jefferis,  How  much  from  the  Nitro  plant! 
Col.  Harris.  About  137,000,000. 

(ien.  Williams.  And  about  ZfiOOfiQO  from  Picatinny  Arsenal. 
Mr.  Jefferis.  Then  the  diflFerence  of  about  40,000,000  was  pro- 
duced from  private  manufacturers! 
Gen,  Williams.  Yes,  sir. 

Mr.  Jefferis.  Is  that  all  in  this  country— that  200,000,000  pounds— 
now! 
(ien.  Williams.  Yes,  sir. 

Mr.  Jeferis,  Stored  at  different  places,  I  take  it! 
(i«n.  WiLLUHS.  Different  places. 

Mr.  Jefferis.  About  how  many  men  did  Great  Britain  have  in 
»rms  whpii  tbfiv  were  usinc  n.  million  noiinds  of  nflwder  a  day  ! 
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(Jen.  Williams.  I  could  not  give  you  the  figures. 

Mr.  Jeffebis,  Could  you  give  us  approximate  figures? 

tien,  Williams.  I  would  not  care  to  trust  my  lueniory;  I  liuvu 
seen  various  figures. 

Mr.  Jeffebis.  Did  they  have  over  5,000,000? 

Gen.  WiLUAMs.  I  do  not  know,  sir.  I  would  have  to  look  up  the 
statistical  reports  on  that  before  I  could  give  an  answer. 

Mr.  Jefferib.  Do  you  know  about  bow  many  men  France  had  at  the 
front  when  it  was  using  something  over  a  million  pounds  a  day  ? 

Gen.  Williams.  I  could  not  tellyou  that,  either;  I  would  have  to 
look  it  up. 

Mr.  Jefferis.  Do  you  understand  that  this  million  pounds  of  pow- 
der that  Great  Britain  was  using  a  day  was  its  maximum  use  of 
smokeless  powder? 

Gen.  Williams.  I  don't  think  they  ever  got  much  over  that,  if 
any. 

Mr.  Jefferis.  At  any  time? 

Gen.  Williams.  I  don't  think  so. 

Mr.  Jefferis.  And  lots  of  days  not  that  much  * 

Gen.  Williams.  We  are  speaking  of  an  average. 

Mr,  Jefferis.  Of  an  average? 

Gen.  Williams.  Yes,  sir. 

Mr.  Jefferis.  Now,  as  I  understand  you,  there  was  veiy  little,  if 
any,  ammunition  used  at  the  front  by  our  troops  that  was  either 
purchased  in  this  country  or  manufactured,  unless  we  i>ought  it  fi-otn 
France  or  Great  Britain? 

Gen.  Williams.  You  can  say  that  practically  no  ammunition  or 
artillery  material  from  American  shops  made  under  American  super- 
vision reached  the  front.    A  great  deal  reached  France. 

Mr.  Jeffebis.  What  men  were  they  who  were  interested  in  locat- 
ing the  powder  plants  here  in  the  department? 

Gen.  WiLUAMS.  Col.  Hoffer  was  in  charge  of  the  division  which 
had  charge  of  the  production  of  powder,  and  he  was  assisted  by  Col. 
Burns  and  Col.  Spruance  and  Col.  Wass. 

Mr.  Graham,  Is  that  the  man  who  was  afterwards  out  at  Nitro? 

Gen.  Williams,  Ygs,  sir, 

Mr.  Jefferis.  Were  they  Begular  Army  men  ? 

Gen,  Williams.  Col.  Burns  and  Col.  floffer  were:  Col.  Spnianr« 
and  Col.  Wass  were  not, 

Mr.  Jefferis.  Now,  what  is  your  opinion  of  the  cause  that  led  this 
body  of  men  to  locate  those  plants? 

Gen.  Williams.  Because  they  surveyed  all  the  country? 

Mr.  Jefferis.  After  a  survey? 

Gen.  Williams.  They  sun'eyed  the  country  and  they  considei'ed 
those  places  best  adapted  for  plants  of  those  sizes. 

Mr.  Jefferis.  I  know;  but  what  do  you  consider  was  the  impell- 
ing force  that  caused  them  to  locate  any  plants  anywhere? 

Gen.  Williams,  Because  they  had  to  have  powder, 

Mr,  Jefferis.  Who  directed  that? 

Gen.  Williams.  The  procurement  of  the  powder? 

Mr.  Jefferis.  Yes.  sir. 

Gen.  Williams.  That  was  directed  by  the  Secretary  of  AVar,  The 
Secretarv  of  War  hands  down  troop  reqiiirenients.  then  the  depart- 
ment takes  hold  and  works  it  out. 
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Mr.  Jeffebis.  Xow.  was  there  anything  of  that  kind  issued  i 
Gen.  Williams.  Oh,  yes, 
Mr.  Jefferis.  Who  issued  it! 

Gen.  WruLjAMB.  At  first  the  way  it  was  done  was  that  the  bureaus 
were  informed  of  the  number  of  troops  to  be  raised,  the  approximate 
time  they  would  be  raised,  given  the  tables  of  or^nization  and  the 
number  of  rounds  per  day  per  piece,  and  then  the  bureau  figured 
out  its  requirement  of  75  millimeter  and  the  number  of  rounds  of 
immunition  of  every  kind. 

Mr.  Jeffebis.  Now,  what  I  am  trying  to  get  at,  in  the  Ordnance 
Department,  who  actually  did  the  figurmg  out  what  was  necessary^ 
Gen.  Williams,  The  divisions  in  the  Ordnance  Office  concerned 
with  the  production  of  that. 
Mr,  Jefferis.  Who  were  they? 

Gen,  WiLUAMB.  What  we  called  the  Old  Gub  Division,  which 
existed  at  the  time  when  we  went  into  the  war,  had  charge  of  the 
production  of  the  guns  and  the  ammunition. 

Mr.  Jefferis,  Now,  for  instance,  who  was  in  charge  of  that  about 
the  time  that  the  orders  evidently  were  issued  to  build  these  plants! 
Gen.  WiLLUHS.  Col.  Hoffer  was  in  charge  of  the  Gun  Division  at 
that  time;  Capt.  Rice  in  charge  of  the  carriage  division. 
Mr.  Jeffebis.  That  would  include  the  ammunition  t 
Geo.  WiLUAHS.  The  gun  division  had  the  procurement  of  the  am- 
munition. 

Mr.  Jeffebis,  So  as  I  understand  you,  General,  Col.  Hoffer  would 
be  the  man  to  do  the  figuring  from  this  chart  that  was  furnished 

him  how  much  powder 

Gen.  Williams  (interposing).  His  assistants,  yes;  it  would  be 
done  under  his  supervision.  Tliat  is  the  way  it  was  done  under  the 
old  organization. 

Mr.  Jeffebis.  Do  vou  have  any  knowledge,  Greneral,  as  to  the 
amount  of  powder  tnat  private  manufacturers  shipped  from  this 
country  to  the  Allies  during  the  war! 

Gen.  Williams,  I  haven't  those  figures  in  mind.  I  think  we  could 
give  you  an  approximate  statement. 

Mr.  Jbffekis,  Now,  has  there  been  any  powder  unit  moved  away 
from  Nitro  since  the  armistice  to  the  Rock  Island  Arsenal ! 

Gen.  Williams.  No,  sir ;  Rock  Island  is  not  a  powder-manufactur- 
ing place.    A   certain  amount   of   machinery   has   been   moved   to 
Picatinny. 
Mr.  Jeffebis.  To  Picatinny  ? 
Gen.  Williams.  Yes ;  that  is  our  powder  place. 
Mr.  Jeffebis.  What  was  moved  away? 

Gen.  Williams.  Just  a  few  things  to  round  out  Picatinny  as  an 
experimental  arsenal ;  a  few  things  to  do  experimental  work. 

Mr.  Jeffebis.  How  many  units  do  you  figure  were  completed  at 
Sitro? 
Col.  Habsis.  Three  were  complete. 
Mr.  Jeffebis.  How  many  others  were  intended ! 
Gen.  WnxiAMS.  Six  altogether. 
Mr.  Jeffebis.  Six? 

Gen.  Williams.  Yes;  three  complete  and  three  remaining  to  be 
completed. 
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Mr.  Jefferis.  Do  you  know  whether  or  not  the  machinery  for  the 
other  three  ever  reached  Kitro? 

Col.  Harris.  Five  units  total  was  on  hand. 

Gen.  Williams.  The  plant  was  about  85  per  cent  completed;  five 
instead  of  six,  and  the  machinery  was  on  hand. 

Mr.  Jeffbbis.  Do  you  figure  that  the  private  manufacturers  of 
smokeless  powder  have  any  considerable  quantity  on  hand  now? 

Gen.  Williams.  Oh,  no,  sir.  They  would  only  manufacture  under 
contract,  and  only  manufacture  wliat  is  called  for  by  the  contract. 
They  do  not  carry  any  surplus  orders  in  stock  except  sporting 
powders. 

Mr.  Jefferis,  Are  there  any  number  of  plants  in  this  country 
equipped  to  make  smokeless  powder  now? 

Gen.  Williams.  We  had  several  plants  during  the  war.  The 
Du  Fonts  had  by  far  the  largest ;  and  the  Hercules  and  the  Aetna 
and  the  Atlas.  The  Hercules  and  the  Atlas  and  the  Aetna  were 
comparatively  small  producers;  whether  they  are  maintaining  their 
plants  I  do  not  know. 

Mr.  Jefferis.  Do  you  know  whether  they  were  really  in  existence 
prior  to  the  European  war  or 

Gen.  Williams  (interposing).  The  Aetna,  I  believe,  was  not  in 
existence;  the  Hercules  and  Atlas  were  in  existence,  but  small. 

Col.  Harris.  The  Atlas  was  not;  the  Hercules  in  a  small  way  and 
the  Du  Pont  in  a  small  way. 

Mr,  Jefferis.  I  gather  from  that  that  there  was  not  any  consider- 
able number  of  plants  in  this  country  for  the  production  of  smoke- 
less powder  when  the  European  war  broke  out  f 

Gen,  Williams.  Merely  nominal. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Garrett.  General,  do  I  understand  you  correctly  that  the  raw 
materials  for  the  production  of  smokeless  powder  is  to  about  20  to  1 1 

Gen,  Williams,  About  20  to  1. 

Mr.  Gabrett.  That  is,  it  would  take  about  20  pounds  of  all  raw 
materials  to  make  1  pound  of  smokeless  powder! 

Gen,  Williams.  About  20  pounds  of  raw  materials  to  1  pound  of 
smokeless  powder:  yes. 

Mr.  Garrett.  Now,  in  view  of  the  situation  in  regard  to  shipping, 
I  take  it,  it  was  desirable  to  have  the  finished  product  made  in  this 
country  as  much  as  possible? 

Gen.  WnxiAMS.  That  is  true. 

Mr,  Garrett,  It  would  require  roughly  one-twentieth  of  the  ship- 
ping space  for  the  finished  explosive  that  would  be  required  to  carry 
the  raw  materials,  provided  all  those  raw  materials  had  to  be  ship- 
ped to  France  or  England? 

Gen.  Williams.  Yes.  sir. 

Mr.  Gabrbtt,  Well,  now,  so  far  as  cotton  liters  are  concerned, 
those  a)]  had  to  be  shipped  to  France  then ;  that  is  one  raw  material 
all  of  which  had  to  be  shipped? 

Gen.  Williams.  Yes,  sir.  The  same  is  true  of  nitrates;  and  the 
same  thing  is  true  of  sulphur. 

Mr,  Garrett.  And  I  assume  that  element  was  taken  into  consider- 
ation ? 

Gen.  Williams.  Yes;  that  was  one  of  the  prime  considerations. 

Mr.  Garrett.  In  determining  these  tentative  agreements? 
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Gen.  WiiJJAMS.  Yes,  sir. 

Mr.  Gabhett.  Now,  this  powder  was  allocated  from  the  pri- 
vate plants  by  the  War  Industries  Board,  was  it? 

Gen.  WiLUAMS.  Yes;  finally  by  the  War  Industries  Board;  first 
by  the  War  Department. 

,  Mr.  Garhbtt.  Do  you  know  how  the  price  paid  by  them  compared 
with  the  price  by  us? 

Gen.  WiujAHs.  They  were  payinj;  from  a  dollar  to  a  dollar  and 
a.  half  a  pound  before  we  went  into  the  war. 

Mr.  Garrett.  Well,  after  we  entered  and  this  process  of  allocation 
began,  so  much  retained  for  us  and  so  much  allocated  to  the  allied 
countries,  what  was  the  price  thent 

Gen.  WiLLiAHS.  I  do  not  know  about  that,  sir.  I  should  say  we 
probably  would  not  interfere  with  the  current  contracts  with  the 
foreign  countries. 

Mr.  Gabbett.  Well,  after  the  allocation  took  place  the  prices  were 
still  fixed? 

Gen.  Williams.  The  allocation  was  given  to  them  at  cost.  Col. 
Harris  can  give  yon  the  details  about  that  better  than  I  can. 

Mr.  GARRirrT.  As  I  understand  you,  no  use  is  being  made  of  the  Old 
Hickory  plant  nowT 

Gen.  WiixiAHS.  No  output;  no,  sir, 

Mr,  Garrett.  There  are  a  good  many  of  those  buildings  out  there 
still  rented? 

Gen.  WiLUAMS.  They  are  renting  some  of  the  cottages. 

Mr.  Garrett,  Mostly  to  the  employees  of  the  plant? 

Gen.  Williams.  Mostly  to  the  employees  on  tne  plant. 

Mr,  Garrbtt.  I  suppose  wholly  to  the  employees? 

Gen,  WiuJAua.  I  think  so;  I  don't  think  there  are  any  others 
rented. 

Col.  Harms.  The  question  is  now  being  brought  up  and  is  being 
arranged. 

Mr.  Gkahah,  We  have  very  full  information  about  that.  Gen. 
Williams,  I  was  interested  in  what  Mr.  Garrett  asked  you  about 
shipment  of  raw  materials.  Where  did  France  and  England  get 
their  raw  materials  for  their  powder  factories? 

Gen.  Williams.  The  nitrates  came  from  Chile. 

Mx.  Graham,  Where  did  the  cotton  come  from? 

Gen.  Williams,  Mostly  from  the  United  States.  Do  you  know 
abont  that,  Harris? 

Maj,  Harris.  No.  sir;  I  do  not  know. 

Gen.  Williams.  It  came  from  India  and  the  United  States. 

Mr.  Graham.  Did  they  get  any  cotton  from  Egypt? 

Gen,  WiLUAUs.  I  imagine  they  got  some. 

Mr.  Graham.  They  were  making  mostly  amatol,  was  it  not? 

Gen.  Williams.  Amatol  is  an  explosive. 

Mr.  Graham,  And  not  a  propellent? 

Gen.  Williams.  No,  sir. 

Mr.  Graham.  That  is  only  used  in  shells.    Of  course,  I  know  that. 

Gen.  Williams.  The  cotton  is  used  for  making  smokeless  powder. 
Amatol  is  a  mixture  of  T.  N.  T.  and  ammonium  nitrate. 

Mr.  Graham.  And  it  is  only  used  as  an  explosive  charge  in  shells? 

Gen.  Williams.  That  is  all. 
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Mr.  GrRAHAH.  Not  as  a  propellant.  Was  the  only  propellant  that 
was  used  during  the  war  smokeless  powder? 

Gen.  WiLUAMS.  There  was  a  small  ignition  charge  of  black 
powder. 

Mr.  Graham.  That  generally  ran  through  the  center  of  the  charge 
to  make  a  quick  and  uniform  ignition.  Well,  how  much  do  you 
know  personally  about  this  cotton  situation?  How  much  powder 
did  they  get  from  the  United  States  for  powder  purposes? 

Gen.  Williams.  Where  they  got  it? 

Mr.  Graham.  Yes. 

Gen.  Williams.  I  do  not  know. 

Mr.  Graham.  There  is  a  very  considerable  supply  of  cotton  to 
be  had  in  India  and  Egypt,  is  there  not? 

Gen.  Williams.  Yes. 

Mr.  Graham.  Do  you  know  whether  during  the  war  they  were 
making  shipments  of  nitrates  from  Chile? 

Gen.  Williams.  Oh,  yes;  I  am  sure  they  were. 

Mr.  Graham.  Direct? 

Gen.  Williams,  Yes,  sir.  As  a  matter  of  fact,  I  think  the  supply 
of  nitrates,  the  allocation  of  nitrate  was  from  England. 

Mr,  Graham.  Now  as  to  alcohol  and  the  acids  that  they  needed. 
They  were  able  to  produce  them  at  hc»ne,  were  they  not? 

Gen.  Williams.  They  would  not  be  able  to  produce  alcohol  in  any 
particular  quantity.  A  great  deal  of  that  came  from  the  United 
State.s.    Do  you  know  about  that? 

Maj.  Harris.  I  have  no  definite  figures  on  that,  sir. 

Mr.  Graham.  They  also  procured  sulphur? 

Gen.  WniiAMB.  Pyrites  and  stain  with  sulphur  content. 

Mr.  Graham.  Did  they  get  enough  for  their  uses? 

Gen.  Williams.  Whether  or  not  they  got  enough  for  their  uses 
from  stain  I  do  not  know. 

Mr.  Graham.  The  train  of  thought  started  in  my  mind  by  Mr. 
Garrett's  suggestion  was  whether,  as  a  matter  of  fact,  they  were 
obliged  to  import  raw  materials  to  make  their  powder. 

Gen.  Williams.  Most  all.    Nearly  all  of  it  had  to  be  imported. 

Mr,  Graham,  Not  from  the  United  States? 

Gen,  WnuAMs.  Not  from  the  United  States;  no,  sir.  No;  but  it 
is  a  question  of  shipping. 

Mr.  Graham.  It  was  all  a  question  of  shipping. 

Mr.  Jefferis.  Did  I  understand  you  to  say  in  July,  1917,  the 
United  States  purchased  so  many  million  rounds  of  ammunition 
from  France? 

Gen.  Williams.  Yes,  sir.  The  Ordnance  Department  imme- 
diately entered  negotiations  with  the  French  High  Commission,  and 
in  July  of  1917  placed  an  order  with  the  French  Government 
through  the  French  High  Commission  for  8,000,000  i-ounds  of  75 
millimeter  and  3.000,000  rounds  of  155  millimeter— I  should  say 
$8,000,000  worth  of  75-millimeter  ammunition,  not  that  number  of 
shells, 

Mr.  jFFyEHia,  Did  vou  use  all  of  that? 

Gen.  Williams.  AVe  used  6,500,000  rounds  of  this  75-miIlinieter 
ammunition. 

Mr.  .Teffebis.  I  think  that  is  all, 

Mr,  Graham.  That  is  all.  General.    We  are  mnch  obliged  to  you. 
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TESFIMOWI  OF  HAJ.  HEBBERI  HUNIEK— Recalled. 

Mr.  (iBAHAM.  Mr.  Hunter,  we  were  inquiring  of  (ien.  Williams 
irvinp  to  get  some  information  i-elativc  to  the  shipment  overseas  of 
(wwder.  X)o  you  have  with  you  information  so  that  we  can  get 
mto  tlio  record  the  approximate  amount  of  smokeless  powder  that 


re  f-hippetl  during  the  war  to  the  allied  coimtriesi 
Maj.  IUtnt        '  ■  "        ■ 


iXEH.  i  have  not  got  it  as  flotations.  I  have  the  pro- 
by  r>u  Fonts,  who  were  practically  the  only  large  manu- 
firturer^  during  the  vear  1917.  I  have  their  productions,  and  the 
assumption  is  that  all  of  that  production  went  ovei-seas  in  1917, 
but,  I  have  not  the  actual  figures. 

Mr.  Or.\iiam.  Upon  what  do  you  base  that  assumption? 
Maj.  Hd;nter.  That  was  mostly  private  contracts  by  the  allied 
(lovemments  with  the  Du  Fonts  as  private  manufacturers,  and  was 
>hipped  on  their  orders.  It  was  not  an  allocation  agreement.  It 
w»s  on  direct  contracts  with  the  allied  Governments  and  the  Du 
Pont  Co..  and  those  quantities  went  up  to  make  the  greater  portion 
of  the  shells  which  were  loaded  with  American  ammunition  on  the 
other  side. 

Mr.  Graham.  Is  there  any  way  we  can  get  the  information  defi- 
nitely as  to  how  much  wa.s  shipped  ovei-seas? 

Maj.  Hd:nteh.  I  am  having  the  actual  quotations,  as  far  as  our 
TOXirds  show,  looked  up.  We  have  no  record  of  the  actual  flota- 
tions on  private  contracts,  but  would  have  to  go  outside  for  that. 

Mr.  Graham.  Did  you  not  have  such  control  over  the  powder 
situation  during  the  war  tlrnt  vou  knew  when  powder  was  going 
out? 

Ma).  HcxTEK,  On  anything  which  was  carried  by  Government 
contract. 

Mr.  Graham.  But  you  did  not  know  what  they  were  shipping  out 
to  foreign  Governments? 

Maj.  HrNTEH.  Not  the  Ordnance  Department.  Of  course,  there 
are  i-ecords  in  the  Government  departments  elsewhere. 

Mr.  Graham.  Did  the  War  Industries  Board  have  anybody  who 
gave  that  proposition  attention? 
Maj.  Hunter.  I  am  not  familiar  enough  with  that  to  say. 
Mr.  Graham.  There  must  have  been  some  place,  some  agency  that 
distributed   tlie  supply  that  was  produced  in  America  of  smoke- 
less powder. 

Maj.  Hunter.  That  was  in  1918.  In  1917  that  agreement  of  allo- 
cation was  not  in  effect. 

Mr.  Graham.  So  that  our  powder  manufacturers  were  permitted 
to  fell  to  anybody  that  they  wanted  to? 

Maj,  Hunter.  Until  these  agreements  whereby  the  outputs  were 
nllocatecl  according  to  the  requirements  of  our  own  Government  and 
the  .\llieN. 
MrGBAHAM.  And  that  was  made  in  1918? 

Mhj.  HrNTEB.  I  have  the  estimated  production  for  1918,  from 
DfctmWr  1.  and  its  allocation  for  production,  I  can  not  give  you 
the  «hoie  thing. 

Mr.  Graham.  So  during  the  first  year  of  the  war  we  had  to  take 
o«r chances  in  the  market  for  powder  with  anybody  else? 
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Maj,  H0NTER,  We  did  not  require  it.  We  were  not  in  position 
to  load  it  and  make  shipments.  Our  requirements  at  that  time  for 
powder  were  only  five  millions  and  one-half,  and  we  eecui-ed  all  we 
required. 

Mr.  Graham.  Five  million  and  a  half  for  the  year,  you  mean* 

Maj.  HtJNTEH.  For  1917. 

Mr,  Gbaham.  That  is  al  I  the  powder  we  needed — smokeless 
powder  ? 

Maj,  Hdnter.  SmokeIes.s  powder. 

Mr.  Graham.  You  mean  at  home  and  abroad? 

Maj.  Hdnteb.  At  home  and  abroad. 

Mr,  Graiiah.  How  much  did  the  Du  Fonts  produce  during  the 
year  1918^  as  shown  by  your  table?    Have  you  got  it  by  months? 

Maj.  Hunter.  I  have  pot  it  by  countries.  On  Unite<l  States  ac- 
count, 5,631,000;  for  the  French,  4,626,000;  for  the  British,  17,664,- 
000;  for  the  Rus.sian,  3,870.000;  for  Holland,  337,000;  and  to  the 
various  loading  companies  in  those  countries  which  were  loading  for 
the  British,  French,  and  Russian  Governments,  5,000,000  pounds. 

Mr.  Garrett.  That  is  for  1917? 

Maj.  HnnTER.  For  1917;  yes. 

Mr.  Garrett.  Mr.  Graham  asked  you  about  1918. 

Mr.  Graham.  That  was  for  1917,  the  vear  you  gave  us  just  then? 

Maj.  HuxTER.  Yes:  1917. 

Mr.  Graham.  You  have  not  totaled  it? 

Maj.  Hunter.  I  am  just  doinp  that.  Roughly  it  is  approximately 
83,000,000  pounds. 

Air.  Graham.  Then  this  agreement  was  made  by  which  an  alloca- 
tion was  made  in  the  early  part  of  19181 

Maj.  Hunter.  Yes,  sir. 

Mr.  Graham.  Do  you  know  their  production  during  1918? 

Maj.  Hunter.  This  is  the  estimated  production  of  all  powder  com- 
panies as  well  as  our  own  plant. 

Mr.  Graham,  By  our  own  plants  you  mean  those  at  Nitro  and  Old 
Hickory? 

Maj.  Hunter.  We  assumed  that  they  would  come  into  production 
at  a  certain  time  and  we  estimated  production  for  1918.  That  was 
taken  and  then  allocated.  As  far  as  possible,  the  allocations  were 
made  so  as  not  to  interfere  with  private  contracts. 

Mr.  Graham.  How  did  you  allocate  them?  Have  you  got  the  allo- 
cations there? 

Maj.  Hunter,  Allocations;  yes,  sir. 

Mr.  Graham.  They  show  how  you  allocated  them? 

Maj.  Hunter.  That  is.  our  own  requirements  and  the  i^equire- 
ments  of  the  British,  French,  and.  where  necessary,  we  had  to  assume 
control  of  their  contracts  in  order  to  assure  all  we  needed  for  our- 
selves. 

Mr.  Graham.  Tell  us  what  you  actually  did  do. 

Maj.  Hunter.  England's  estimated  demands  for  1918  was  42.000,- 
000  pounds:  the  Fi-ench.  159.000,000;  Italy.  32,000.000:  the  Navy  De- 
partment, 71,000,000;  and  the  Army,  230,600,000;  Belgium,  2,000,000 

Mr.  Graham,  What  sources  of  supply  were  you  estimating  that 
yoH  were  going  to  use  there? 
Maj.  Hunter.  Du  Pont. 
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Mr.  Graham.  How  mucb  for  the  Du  Fonts! 

Maj.  Hdnter.  I  have  not  got  the  %ui*es  by  companies. 

Mr.  Graham.  Well,  who  else? 

Maj.  Hunter.  Du  Fonts,  Hercules.  Aetna,  and  the  Government 
plants. 

Mr.  Graham.  How  much  did  vou  estimate  for  the  Government 
plants  for  that  year? 

Maj.  HoNTER.  1  have  not  got  those  figures  with  me.  I  did  not 
bring  them  with  me.  1  just  took  the  total  nuniber  from  all  avail- 
able sources,     I  can  give  you  those  figures. 

Mr.  Graham.  I  wish  you  would  insert  here  in  the  record  how  much 
you  estimated  that  the  Government  plants  would  produce  in  1918, 
and  the  proportion  of  that  amount.  AvTiat  were  you  paying  for  pow- 
der during  the  years  15)17  and  1918  to  private  manufacturers?  I 
mean  the  price  per  pound? 

Maj,  Hunter.  That  was  limited  by  law  to  53  cents.  I  can  Rot 
quote  you  the  statute,  but  it  was  something  to  the  effect  that  the  cost 
of  powder  should  not  exceed  5^  cents, 

Ijt.  Col.  Hawkins.  There  is  no  stntute  that  I  know  of.  We  had 
a  price-fixing  committee  in  the  War  Industries  Board.  The  highest 
price  wc  ever  paid,  of  which  I  know,  is  62  cents.  That  was  for  small 
arms  and  in  small  quantities.  The  average  price  was  53^  cents,  and 
the  lowest  price  was  44  cents, 

Mr.  (iraham.  The  price  fixed  by  the  War  Industries  Board? 

lit.  Col.  Hawkins.  Fixed  by  them  for  the  high  prices.  The  low 
pi'ices  were  negotiated. 

Mr.  Graham.  You  are  mistaken  about  that  statute,  I  am  afraid. 

Maj.  Hunter.  There  is  some  statute  that  says  that  the  Govern- 
ment shall  pay  for  its  powder  in  excess  of  53  cents, 

Mr.  Graham.  I  know  of  no  such  statute.  There  may  be  one.  but  it 
has  not  been  called  to  my  attention. 

Maj.  Hunter.  To  be  sure  of  that  I  will  look  it  up. 

Mr.  Graham.  The  highest  price  we  paid  was  62  cents? 

Lieut  Col.  Hawkins.  Yes,  sir. 

Mr.  Graham,  Did  you  have  anything  to  do  with  the  cost  account- 
ing in  the  manufacture  of  powder? 

Maj.  Hunter.  Only  indirectly,  in  order  to  keep  track  of  the  pro- 
duction. The  cost  accounting  is  all  carried  on  in  the  Finance  Divi- 
sion. 

Mr.  Graham.  Do  you  know  whether  any  accounting  of  cost  was 
ever  made  to  ascertain  the  fairness  of  the  price  that  was  charged  for 
]>ow(ler  ? 

Maj.  Hunter,  Our  contract  with  the  Du  Pont  Engineering  Co.  at 
Old  Hickory  is  based  on  a  cost — they  were  allowed  a  certain  amount 
of  profit  when  the  cost  of  powder  was  at  a  certain  price;  they  would 
benefit  by  a  certain  percentage  on  all  below  that.  We  actually  pro- 
duced powder  at  Old  Hickory  for  less  than  38  cents  per  pound. 

Mr.  Graham,  How  do  you  figure  (hat?  What  did  vou  put  in  the 
cost? 

Maj.  Hunter.  That  is  everything  except  amortization  of  plant. 

Mr.  Graham.  You  took  the  raw  materials? 

Maj.  Hdnter.  Raw  materials,  labor,  saving  of  by-products. 

Mr.  Graham.  But  you  did  not  charge  anything  for  overhead? 
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Maj.  Hunter.  Transportation — yes,  on  overliead — there  is  nothing 
for  overhead  of  the  department, 

Mr.  Graham.  And  nothing  for  the  amortization  of  plant? 

Maj.  HoKTER,  Nothing  for  the  amortization  of  plant. 

Mr.  Graham.  Any  depreciation! 

Maj.  Hunter.  I  thinii  there  is  a  certain  fi-\ed  percentage  for  de- 
preciation, I  am  quoting  from  memory  now.  I  can  not  say;  that  is 
all  in  the  terms  of  the  contract  for  operation.  It  had  to  be  definitely 
fixed  because  of  the  flnctnation  in  profit  which  the  company  was  to 
receive. 

Mr.  Graham.  Have  you  got  anv  estimate  of  the  cost  which  leads 
you  to  place  your  estimate  of  finisfied  powder  at  39  cents  per  pound  f 

Maj.  Hunter,  I  have  tliose  costs  for  the  first  months,  but  the  com- 
plete accounting  for  the  production  at  Old  Hickory  has  not  yet  been 
completed  and  reported  in. 

Mr.  Graham.  You  have  it  for  certain  months! 

Maj.  Hunter.  Yea. 

Mr.  Graham.  Can  you  send  one  of  those  up  here  for  an  illustration 
so  we  can  look  at  it! 

Maj.  Hunter.  I  can  have  it  worked  out  for  you  so  as  to  show  you 
what  the  price  is. 

Mr.  Graham.  We  would  like  to  see  on  what  you  based  your  esti- 
mate that  yon  could  make  powtler  for  39  cents  a  pound.  If  you  could 
make  it  at  that  price,  that  is  a  very  interesting  fact  and  one  that 
Congress  ought  to  know;  but  if  you  are  failing  to  add  to  it  certain 
necessary  elements  that  gn  into  making  up  the  cost,  that  should  be 
taken  into  consideration  also. 

Maj.  Hi'NTER.  Perhaps  Maj.  Hawkins  can  refresh  my  memory 
on  that. 

Lieut.  Col.  Hawkins.  The  estimated  cost  for  powder  was  forty- 
four  and  a  fraction  cents  a  nonnd  taking  out  of  consideration  the 
amortization  of  the  plant.  That  44  cents  was  predicated  upon  sul- 
phur, nitrate  of  soda,  alcohol,  and  cotton  linters  costing  prices;  and 
that  estimate  was  the  bogey  price.  If  the  contractor  njade  powder 
for  more  than  forty-four  anc!  a  fi-action  cents  he  got  no  additional 
profit;  but  if  he  made  powder  for  less  than  bogey  price  he  got  a 
bonus  or  an  additional  profit;  but  our  forty-four-and-fraction-cents 
bogey  price  was  an  estiumte  that  we  made  up  in  March  of  1918  when 
we  prepared  the  contracts.  Our  estimate  in  October,  1917,  was  5C 
cents  a  pound  for  bogey  price  as  I  recall.  That  contract  was  can- 
celed by  the  Secretary  of  War  and  never  effective. 

Mr.  liRAHAM.  This  estimate,  as  I  understand  it,  making  up  the 
bogey  price  includes  the  price  of  the  raw  material  and  the  labor  and 
the  actual  expense  of  making  the  powder,  inclnding  the  cost  of  the 
organization  which  is  making  it  and  so  on. 

Maj.  Hunter.  Yes.  sir. 

Mr.  Graham.  But  has  in  it  this  additional  element  that  the  plant 
is  furnished,  the  equipment  is  furnished,  the  necessary  utilities  an 
furnished,  and  the  whole  thing  is  there,  so  that  all  the  contractor  has 
to  do  is  to  take  the  materials  and  his  labor  and  make  his  product ! 

Maj.  Hunter,  Yes.  sir. 

Mr.  Gbabam.  That   is  entirely  different  from   the  case  of  the 

Eowder  manufacturer  where  he  has  to  furnish  his  plant  and  put  in 
is  own  money,  is  it  not! 
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Maj.  HuKTCR.  Yes,  sir;  but  most  private  plants  in  bidding  on  a 
contract  already  had  their  plants  to  produce  the  material  which  they 
proposed  to  furnish, 

Mr.  Geaham,  Still  thev  have  their  money  in  it. 

Did  we  ever  have  trouble  during  the  war,  so  far  as  you  know,  in 
obtaining  nitrate  of  soda  from  Chile? 

Maj.  HusTEB.  Xo,  sir. 

Mr.  Gkahah,  Do  you  know  what  stock  of  nitrate  of  soda  there 
was  in  this  country  when  we  entered  the  European  war? 

Maj,  HiTNTEB.  i  can  have  those  figures  for  you ;  I  have  not  got 
them  with  me. 

Mr.  Grahah.  You  do  have  the  figures,  though? 

Maj,  Hdnter.  Those  figures  are  available.  We  can  get  them  from 
the  Oensus  Bureau. 

Mr,  Grahau.  Do  you  suppose  you  can  get  then  for  us  so  we  can 
get  them  in  the  record  to-day  or  to-morrow  ? 

Maj.  HmiTEH,  Yes.  sir. 

Mr.  Graham,  I  wish  yon  would  do  so. 

(The  figures  were  furnished  and  are  inserted  here:) 

WAB  DEFARTMEnr. 

OmcE  or  THK  Chief  ot  Ordnance. 

October  11. 1919. 
Prom :  Mr.  L.  A.  Cndd. 
To:  Maj.  J.  Herbert  Hunter. 
Subject :  Nitrate  of  soda. 

1.  Pursuant  to  your  request  of  October  10  for  data  relative  to  nitrate  of 
soda  Rtocka  In  this  country  at  the  beelnnluK  of  the  war,  and  subsequent  Im- 
portations and  additions  thereto,  I  respectfully  submit  the  following  roemuraD' 
dam  Eathered  from  all  available  sources  of  information. 

2.  The  quantity  of  nitrate  of  soda  in  tt)is  country  at  the  beKlnnInt;  of  war, 
that  Is,  as  of  April.  1»17,  can  not  be  determined.  In  an  effort  to  ascertain  the 
amounts  as  of  that  time,  I  have  conmilted  the  Department  of  Agriculture,  the 
War  Industries  Board  here  in  Washininon.  nitrate  committee  of  the  United 
States  (a  subsidiary  of  the  War  Industries  Board).  I  have  also  talhed  to  the 
office  of  the  special  representative  of  the  Secretary  of  War  who  made  extended 
Investigations  into  the  nitrate  situation  in  so  far  as  it  pertained  to  the  settle- 
ment of  allied  clalm.i.  That  ofllce  has  no  pertinent  Information  applying  to  the 
dote  In  question.  I  also  consulted  Mr.  fThambertaln.  of  H.  J.  Baker  &  Bro.,  who, 
of  all  the  importers  of  nitrate,  is  amonc  the  best  informed  an  to  present  con- 
ditions and  those  prevalllnft  at  the  beelnntng  of  the  war.  I  have  also  con- 
sulted the  files  of  this  office,  and  to  my  best  belief  such  data  Is  not  contained 
therein. 

3.  However,  I  believe  that  your  inquiry  will  be  practically  answered  by 
^vinK  the  flftures,  which  are  the  latest  available  as  applyine  In  December. 
1917.  This  iotormation  was  obtained  from  the  War  Indnstrles  Board  and  Is 
set  forth  In  its  first  monthly  report  dated  March.  1918.  wherein  the  qnaniitles 
on  hand  in  the  United  States  as  of  December.  1917,  are  slven  as  357.93.^  gross 
tons.  This  fipire  Includes  nitrate  from  all  sources,  even  In  transit  to  this 
country.  It  includes  all  material  nt  mannfacturltiK  plants,  likewise  nitrate  In 
the  hands  of  Importers,  fertilizer  plants,  commercial  acid  plants,  et  cetera.  It 
also  includes  reserves  of  nitrate  held  at  that  time  by  the  Army  and  Navy 
Including  Plcnlinny  Arsenal,  23,418  Iouk  tons,  and  at  Roclt  Island  Arsenal. 
20.500  long  tons. 

4.  The  records  of  this  office  show  that  Importations  of  nitrate  from  Decem- 
ber. 1917.  to  November.  1918.  totaleil  approstniHiely  7.11.140.323  pounda 
This  quantity  was  increased  by  495.822.48.'i  ponmls.  making  total  contract 
obligations  bv  the  Government  during  the  period  of  war  and  until  .lulv  1 
of  1.226,962,808  pounds.  It  Is  very  difficult  to  Interpret  the  flnal  settlement 
and  liquidation  of  the  so-called  nitrate  pool  in  terms  of  Ordnance  D^mrt- 
ment's  relations  thereto.     While  we  had  always  calculated  that  there  were 
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120,000  tonB  tn  Clille  held  by  this  ilepartnifnt  as  mpmlwi'  of  the  pool,  it  has 
developed  that  In  the  Snal  liquldatlnn  of  said  pool  only  14.000  tons  were  allowed 
to  this  department. 

5.  You  are  familiar  wltb  disposal  of  surplus  stocks  of  nitrate  and  I  respect- 
fully recall  that  124..'>73  short  tons  were  sold  to  the  Dfpnrtmcnt  of  Agri- 
culture during  the  early  part  of  tbis  year,  and  nt  the  Finnie  time  94.950  short 
tons  were  disposed  of  through  the  Importers  to  domestic  trade.  Negotiations 
for  the  sale  of  the  14.000  tons  in  Chile  as  well  as  28.000  tons  of  surplus  Navy 
stocks  In  this  country  are  now  under  way.  Latest  reports  from  field  service 
Indicate  that  all  Army  surplns  In  this  country  in  excess  of  the  Army  reserve 
of  300.000  long  tons  have  been  disposed  of. 

6.  For  your  ovin  information  I  also  submit  the  following  with  relation  to 
the  status  of  the  War  Industries  BoanI  In  reference  to  the  allocation  of 
nitrate  of  soda.  It  is  well  to  remember  that  Ordnance  was  merely  In  the 
nature  of  an  allocatee  under  the  pool  arrangement  and  was  subject  to 
whatever  plans  the  War  Industries  Board  might  promulKate  for  increaslni; 
nitrate  production  and  facilities  for  moving,  etc.  The  details  for  the  War 
Industries  Board  were  controlled  b.v  and  power  was  vested  in  the  so-called 
nitrate  committee  of  the  United  States,  under  Mr.  Paige,  chairman,  with 
offices  In  New  York.  The  nitrate  committee  was  in  turn  subject  to  decision 
of  the  London  esecutive.  which  was  a  committee  composed  of  representatives 
of  each  of  the  aliled  countries  members  of  the  nitrate  pool.  Including  Japan, 
who  was  the  last  allied  Government  to  Join,  coining  In  in  January.  1918. 
E^ch  allied  nation  had  as  repreanetatlon  In  the  I»ndon  esecutive  either  two 
representatives  with  one  vote  ench  or  one  representative  with  two  votes. 
The  United  States  belonged  to  the  second  class,  being  represented  by  Consul 
General  Skinner  In  I^ndon.  The  I^ndon  executive  was  organized  on  [»ecemher 
17, 1917,  and  disbanded  March  1, 1919. 

L.  A.  CoDD. 

Mr.  Graham.  From  that  time  forward  what  steps  were  taken  by 
the  United  States  Government  toward  obtaining  these  nitrates  from 
Chile  from  time  to  time?  Did  ^e  have  a  line  of  ships  that  were  en- 
gaged in  that  business? 

Maj,  Hunter.  There  was  a  pool  agreement.  I  am  not  familiar 
with  the  details  of  it.  It  was  controlled  by  the  British  who  made  the 
allocations  of  the  entire  output  of  saltpeter,  Chilean  saltpeter,  to  the 
P'rench,  Italians,  Britishj  and  Americans. 

Mr.  Graham.  The  British  had  control  of  the  whole  business,  did 
they  ? 

Maj.  Hunter.  I  believe  that  was  by  agreement. 

Lieut.  Col.  Hawkins.  The  London  executive  had  charge  of  the 
allocation  of  Chilean  nitrate  to  all  countries  of  the  world. 

Mr,  Graham.  When  was  that  agreement  made! 

Lieut.  Col.  Hawkins.  Several  years  ago:  five  years  ago. 

Mr.  Graham.  Has  it  been,  then  for  years,  tliat  what  nitrates  we 
have  been  getting  in  Chile  we  got  by  agreement  of  the  British  Gov- 
ernment? 

Maj.  Hunter.  That  is  my  understanding  of  it. 

Mr.  Graham.  They  said  we  could  have  it,  but  we  could  not  get  it; 
is  that  true? 

Maj.  Hunter.  I  believe  Du  Fonts  have  their  own  ships  and  do  their 
own  importing;  but  I  do  not  believe  that  they  had  any  source  of 
supply  in  Chile  but  must  buy  it  under  the  direction  of  the  London 
executive;  and  the  London  executive  fixes  the  allocations  and  ex- 
portations  of  all  Chile  and  all  of  the  countries,  whether  the  pur- 
chaser is  a  private  concern  or  the  cotmtry  itself. 

Mr.  Graham.  Well,  is  that  by  virtue  of  any  treaty? 

Lieut.  Col.  Hawkins.  No,  sir. 
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Mr.  Gbabam.  Is  it  by  virtue  of  some  concession  that  is  made  by  the 
Chilean  Government  to  the  British  Government! 

Lieut.  Col.  Hawkins.  It  is  by  virtue  of  the  ownership  of  the  mines 
in  Chile  and  the  output  of  the  mines  is  controlled  or  distributed  by 
what  is  known  as  the  London  executive, 

Mr.  Grasau.  Is  this  executive  an  employee  of  the  British  Gov- 
«niment? 

Lieut.  Col.  Hawkins.  No,  sir ;  an  employee,  as  I  understand  it,  of 
the  owners  of  the  Chilean  deposits. '  I  do  not  know  of  any  treaty. 
Mr.  Graiiah.  Then,  be  is  really  an  agent  of  these  mine  owners? 
Lieut  Col.  Hawkins.  That  is  my  understanding. 
Mr.  Gkauau.  Do  you  know  about  our  importations  of  nitrate  dur* 
me  the  war;  how  great  they  were! 
Maj.  Hdnteh,  I  have  a  complete  record  of  it  in  my  own  office. 
Mr.  Gbahah.  I  wish  you  would  include  that  with  the  other  state- 
ments so  we  can  have  that  in  the  record  in  order  that  we  may  ascer- 
tain how  much  nitrate  we  were  shipping  in  here.    It  throws  consider- 
able lig^t  on  the  proposition  of  the  program  of  our  Government  in 
building  immense  nitrate  plants  here;  what  the  necessity  for  Uiat 
course  was.     That  will  include  the  shipments  and  importations  of 
nitrate  into  the  country. 
Maj.  Hunter.  During  the  war. 

(The  information  amve  referred  to  is  here  printed  in  full,  as 
foUows:) 

Wa*  Dbpabtuent, 
OmcK  or  THE  Chut  or  OaonAXcE, 

Wathlngton,  October  II,  1919. 
HoL  Wu.  3.  Okaham, 

rnited  Statet  Houte  of  Representative*. 
Mt  DEiJt  Ms.  Or.\hau:  At  the  bearing  of  your  subcommittee  held  yesterday 
jta  requested  some  Information  as  to  the  purchase  and  sale  of  nitrate  of  soda. 
The  OrdDSDce  Department  entered  Into  contracts  from  time  to  time  with  the 
UDIiorters  of  Chilean  nitrate.  The  lust  contracts  were  In  the  form  herewith 
indoeed  and  were  had  with  W.  R.  Grace  *  Co..  War-On  1-P10053-1044E ;  Wes- 
sri-nuval  &  Co.,  War-Ord-P1007O-1045E:  H.  J.  Baker  &  Bro..  War-Ord-PlOlll- 
10«E:  Mid  r>n  Pont  Nitrate  Co..  Wnr-Ord-P10317-1059B. 

In  March  of  this  year  these  same  companies  were  made  agents  to  sell  the 
sin>liis  nitrate  of  soda.  X  form  of  contract  was  a  supplemental  contract  to 
raiii  nl  the  purchasing  contracts.    A  copy  of  a  sales  contract  Is  herewith  In- 

The  office  of  the  director  of  sales  negotiated  these  sales,  and  the  disposition 
ef  the  nitrate  Is  practically  complete.  The  sale  was  carried  out  under  the 
ttrma  of  the  act  of  July  9,  1918.  as  amended  by  the  act  of  February  23,  1919. 
A  wpy  of  a  statement  from  the  office  of  the  director  of  sales  indicates  a  number 
of  toDi  of  nitrate  of  soda  on  hand  followlni;  the  slKninit  of  the  armistice  and 
iiidlost*s  the  respective  tonnage  for  Army  reserve  for  disposition  to  the  De- 
punnent  of  Agriculture  and  for  disposition  through  the  lour  companies  having 
thne  nle  contracts.    A  copy  of  this  is  attached. 

Tbe  director  of  sales  reports  the  average  cost  of  nitrate  of  soda  as  S4.50 
{KT  handred  pounds.    The  selling  price  from  March  to  June  30  was  $4-9<K  pw 
bandFvd  pounds.     Tbe  selling  price  in   July   was    $2.0965776    per    hundred 
ponndA  The  selling  agents  received  commissions  of  2}  per  cent 
Respectfally, 

C.  C.    Williams, 
Major  General,  Chief  of  Ordnance.  Uniteil  .^tatei  Jnay. 
By  R.  H.   Hawkihr. 
ZAeulenant  Colonel,  Oninance  Department,  VMIed  State*  Army. 
P]0I»3-1IH4E:,  W.  B.  Grace  &  Co. 
Pi007D-lO4SE;  Wcssel-Duval  ft  Co. 
PIOUI-IOME,  H.  J.  Baker  *  Bro. 
141211— 20— VOL  2 23 
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PHI317-1059E  Dii  Pont  Nitrate  Co. 
Average  cost  of  nltrnte  of  soila,  $4.50  per  100  pounds. 

Selling  prU«  from  March  to  June  30,  $4.0T5  per  100  .pounils  (less  2}  per 
cent). 

Selling  price  during  month  of  July,  $2.9965776  per  100  pounds  (less  2}  per 

Memoruadum  for  Lieut.  Col.  Hnwklns. 
Subject :  Prices  for  nitrate  of  soda. 

1.  The  writer  begs  to  confliin  telephone  advice  to  Capt.  Mercer,  of  the  War 
Department,  which  he  unilerstanils  that  the  mutter  will  be  taken  up  with  you 
and  expressing  the  writer's  advice  that  thle  price  should  be  the  same  for  May 
as  U  was  for  March  anil  April,  namely,  $4.07J  less  2i  per  cent.  Of  course,  you 
understand  thst  the  2}  per  cent  is  the  compensation  allowed  the  importers, 
Messrs.  W.  It.  Grace  &  Co.,  Wessel  Duval  &  Co.,  U.  J.  Baker  &  Br«.,  agents  for 
Autbony  Olbbs  &  Co.,  and  the  Du  Pout  Nitrate  Co.,  as  n  selling  comndssion. 

2.  The  quicker  you  ctin  advise  the  importers  Ihe  better  It  will  be,  as  con- 
sumers of  nitrate  are  liable  to  hold  off  buying  until  ttiey  are  sure  the  price  will 
iot  be  changed  for  May. 

H.  Ray  Paiob, 
Repretenting  War  Trade  Board. 
Nitrate  Committee  of  United  State*. 

OCTOBEB  10,   1919. 
Memorandum  for  Lieut.  Col.  Hawkins. 
Subject :  Prices  for  nitrate  of  soda. 

I  certify  that  I  have  examined  all  books  and  papers  of  Messrs.  \V.  R.  Grace 
&  Co.,  H,  J.  Baker  &  Eros.,  and  Wessel  Duval  &  Co.  pertaining  to  the  sales  of 
nitrate  of  soda  during  the  month  of  July,  1919,  and  And  the  average  price  of 
all  sales.  Including  their  stock  and  United  States  Ordnance  I>epartment  stock, 
to  be  $0.0299657767  per  pound. 

J&UE8  F.  Adaus, 
Captain,  OrSnance  Department.  United  States  Army. 


The  disposition  of  Army  nitrate  of  soda  as  of  August  12  seems  to  be  as 
follows : 

Sbort  tODi. 

Total  stock  (including  57,000  tons  from  Du  Pont  and  others) 596,936 

Distribution :  Short  wdb. 

In  Army  reserve  depots 336,000 

Sold  to  Department  of  Agriculture 120,618.5 

Sold  by  Importers 123,732 

Sold  outside  of  Importers 6, 956. 5 

Destroyed  by  lire  and  dropped  on  board  ship 1,637 

Total 588.944 

Balance  to  be  sold 7.992 

In  addition  to  this  balance  there  Is  approximately  3,000  tons  of  the  sailing 
vessel  Thiers,  which  it  Is  thought  will  dock  at  Charleston  within  the  next  two 
weeks.    MaJ.  Gelshenen  informs  the  writer  that  this  cargo  Is  for  Government 


10rd»  No.  War-Orrt-P10317-I 

America.     Ordimi 

Third  Supplewkntal  Contract — Dated  March,  1919. 

This  agreement  entered  Into  this day  of  March,  1619.  by  and  between 

the  Du  Pont  Nitrate  Co..  a  corporation  nrganlze<l  anil  exlxting  under  and  by 
Tl.'tue  of  the  laws  of  the  State  of  Delaware,  and  having  its  principal  office  at 
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laiiRicton.  [»el.  (hereinafter  called  the  contrnctor ) .  of  the  Hrst  part  and  the 
.till  Stntt^  of  Aiuericn.  by  R.  H.  Huwklne.  major,  Onlnanoe  Depnrtraont, 
ilnnl  States  Aniiy  |  hereinafter  called  the  contracting  officer),  acting  umli^r 
•  aaihoHty  <ir  the  Secretsrj'  of  Wnr,  and  by  dlrectloQ  of  the  Chief  of  Ord- 
!«■*,  I'nlits.!  States  Ariuy.  party  of  the  second  part. 

Wtiiieaseth :  Whereaa  the  parties  hereto  entered  Into  a  certain  contract 
ie<l  tin-  spcontl  ilay  of  May,  1918.  and  designated  by  Order  No.  War-Ord- 
iKUT-iaWK  for  tlie  sale  to  the  United  States  of  174.7r.O  lonR  tons  of  22 
iliiinis  nt  46  kiIo!;muiH  each  net  weight  of  96  per  cent  refined  or  95  per  cent 
iliiiary  oitnite  of  ■soda;  nnd 

Whereas  thv  pnrtlex  hereto  now  <Ieslre  to  supplement  said  contract  In  the 
iti-rvM  ol  thi-  Vnited  States  In  order  to  allow  the  contractor  to  sell  certain 
in>lu!'  stocks  of  the  nitrate  of  soitn  In  ihe  possewiion  of  the  Ordnance  De- 
■nment.  and   stored  within  the  United  States;  and 

Whereas  said  nitrate  of  soda  has  been  procured  and  acquired  by  the  United 
:i!ite»  since  April  6.  1917:  and 
Whereas  tlie  United  States  deems  It  expedient  to  dispose  of  the  same  to  tbp 
K^  ad%-aotP!CP: 

Now.  therefore,  under  the  laws  of  the  United  States  In  snch  cases  made  and 
(«t><[ldeil.  nnil  In  omslderation  of  the  mutual  agreements  herein  contained,  the 
mill  ptrtle«  Yinve  ainved  as  follows: 

Amrij;  I.  .Uaieriitl  lo  be  told. — The  contnictor  agrees  to  use  Its  best  efforts 
i»  -lell  for  the  H<Tnnnt  of  the  United  States  at  the  best  prices  obtainable  ami 
wihjfrt  tn  Ihe  approval  of  the  Chief  of  Ordnance,  approximately  100.000  ions 
ol  lOW  pounds  e«cU  of  ultrate  of  soda  (hereinafter  calte^l  the  nitrate). 

.Kmcix  II.  Analv*i». — The  nitrate  shall  test  at  least  93  per  cent  by  customary 
Wpst  C«ast  nnnlysK  The  United  States  shall  furnish  copy  of  West  Coast 
iMlyski  tor  the  nitrate  delivered.  If  It  Is  Impossible  to  Identify  the  nitrate 
^Uvtnd  and/or  furnish  West  Coast  analysis,  analysis  of  sample  drawn  at 
ilmo  ol  shipment  shall  govern.  In  the  ev^it  of  undertest.  usual  West  Coast 
illomince  shall  govern. 

.\incix  III.  tiViff/ifj-.— UelRhis  of  the  nitrate  at  the  cost  of  Ihe  United 
Ktalr^  shall  he  fleternilnml  by  sworn  weigher  at  point  of  storage  at  Ihe  tlnie 
iildpllTerj'  t>y  the  I'nlted  Slates,  less  tare  of  seven-tenths  of  1  per  cent.  In  the 
rrrat  tbat  Ihe  point  of  storage  makes  It  impracticable  to  obtain  sworn  weights, 
ihp  iDrthods  of  weighing  shall  be  detemiine^l  by  agreement  between  the  con- 
irirtlnit  officer  Bn<l  the  contractor,  or  If  they  tall  to  agree  as  may  be  de- 
|pniiin«l  by   the  Secretary   of  War. 

.tmn.E  IV.  Shiiiping. — The  nitrate  shall  be  shipped  from  stored  lots  on  the 
btsi->  nf  ex  stores  at  Ihe  point  of  storage,  sacked  In  single  bags  and  cus. 
tfinary  pml  order. 

Kwncu.  V.  Dflivery. — The  United  States  shall  deliver  to  the  contractor  the 
nltrtte  us  cnlleil   for  by   it. 

Tm  rootracior  will  promptly  load  the  nitrate  called  for  on  cars  or  other 
ruorpyunn  tumlshetl  by  It. 

Tlti*  to  the  nitrate  shall  pa.is  on  loading  and  no  further  responsibility  shall 
iiit»rti  in  t^e  United  States  In  respect  thereto. 

Amnx  VI.  Melhoi}  of  »ale. — So  long  as  the  restrictions  prohibiting  the  Im- 
pirntlun  Into  the  United  Slates  of  nitrate  of  soda  In  effect  at  the  date  of  the 
RKOiInn  of  this  cbntrnct  remain  tn  effect  the  contractor  agrees  to  sell  as  much 
of  ihf  nitmte  as  possible. 

If  dnrlng  the  currency  of  this  contract  the  restrictions  prohibiting  the  im- 
pniuilnn  Into  the  United  States  of  nitrate  of  soda  in  effect  at  the  date  of  the 
nniitiiin  of  this  contract  are  removed  and  the  Importation  of  nitrate  of  soda  Into 
Uw  I'altnl  states  Is  thereby  permitted,  the  contractor  agrees  thereafter  to  sell 
WiK  rmutlDing  nitrate  on  the  basis  of  not  less  than  X  pound  of  the  nitrate  to 
2  paonds  of  citrate  of  soda  owned  or  controlled  by  the  contractor.  The  price 
to  tie  [Will  by  the  contraclor  to  the  United  States  for  the  nitrate  so  sold  shall 
tie  e>tnMlt>W  on  the  first  day  of  the  month  next  succeeding  the  date  upon 
ThWi  mid  restrictions  prohibiting  the  importation  of  nitrate  of  soila  Into  the 
rnlted  States  are  removed  and  on  the  first  day  of  each  succeeding  month 
'lurln;  tb"  conency  of  this  contract. 

Atrrni  VII.  Vontravt  price. — The  contract  price  to  be  paid  by  the  contractor 
in  the  UnitH  Stales  for  the  nitrate  sold  and  delivered  prior  to  the  removal 
i>f  the  nvtrldlons  prohibfllng  the  importation  of  nitrate  of  soda  Into  the  United 
Statw  fhitll  he  an  niniiunt  per  ton  of  2,000  pounds  each,  detemilni-d  by  an 
n^KTicDced  and  duly  qualified  representative  of  the  cootractlne  officer,  and 
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on  experienced  and  duly  qttaUfled  representative  of  Antony  Qibbn  &  Co..  by 
H.  J.  Baker  &  Bro.,  agents,  W,  R.  Grace  &  Co.,  nnd  Wesael,  Duval  &  Co.,  and 
In  the  event  of  their  failure  to  acree  by  a  third  person  selected  by  theae  two, 
whose  decision  shall  be  final  and  binding  upon  both  parties  to  this  contract, 
less  2J  per  cent  thereof  representing  an  allowance  to  the  (tontractor  to  cover 
the  cost  of  selling  and  other  proper  Items  of  expense. 

The  contract  price  to  be  paid  by  the  contractor  to  the  United  States  for 
the  nitrate  sold  subsequent  to  the  removal  of  the  restrictions  prohibiting  the 
Importation  Into  the  United  States  of  nitrate  of  soda  shall  be  the  average 
monthly  price  per  ton  of  2,000  pounds  each  of  the  combined  sales,  and  dellverlea 
of  all  nitrate  sold  and  delivered  subsequent  to  the  removal  of  said  restrictions 
by  Antony  Glbbs  &  Co.,  by  H,  J.  Baker  &,  Bro.,  agents,  W.  R.  Grace  &  Co.,  and 
Wessel,  Duval  &  Co.,  during  the  month  of  delivery,  less  2}  per  cent  thereof 
representing  the  cost  of  sate  and  other  proper  Items  of  espense.  Said  contract 
price  shall  be  determined  by  an  experienced  and  duly  qualified  representative 
of  the  contracting  officer. 

Tlie  contract  price  determined  as  herein  provided  sliall  be  paid  by  the  con- 
tractor to  the  United  States  at  Washington,  D.  C,  or  other  point  Indicated  by 
the  United  States  In  funds  acceptable  to  the  United  States  on  the  20th  day  of 
each  month  for  all  nitrate  called  for  during  the  preceding  month. 

Abticlh  VIII.  Diatrihution  of  the  nitrate  by  contractor, — It  Is  expressly 
understood  and  agreed  that  the  contractor  shall  only  sell  the  nitrate  to  R  I. 
Du  Pont  t  Co.,  the  Atlas  Powder  Co.,  and  the  Hercules  Powder  Co.,  In  quantities 
requisite  for  use  and  consumption  by  said  corporations. 

Abticlb  IX.  Equalization  of  freight. — The  contract  price  of  the  nitrate  sbati 
be  basis  of  port  of  delivery  nearest  to  consuming  point  declared  by  the  con- 
tractor. The  United  States  may  ship  from  any  point  or  port  other  than  the 
one  above  specified.  In  such  event  the  United  States  will  allow  the  extra  cost, 
or  receive  the  extra  benefit  of  freight  to  final  destination  on  all  quantities  so 
sut>stltuted.  Adjustment  of  freight  will  be  made  on  monthly  settling  days. 
The  contractor  shall  tumlsh  to  the  contracting  officer  copies  of  the  bill  of  lading 
and  freight  vouchers. 

Articlh:  X.  SuperviiUm. — The  contractor  shall  maintain  or  furnish  their  per- 
sonal agent  at  their  expense  at  the  point  of  storage  or  United  States  depot,  to 
supervise  shipments,  to  arrange  for  the  necessary  and  proper  repair,  recondi- 
tioning and  repacking  of  the  nitrate.  The  contractor  will  perform  said  work 
and  furnish  the  necessary  material  therefor  at  actual  cost,  which  cost,  together 
with  cost  of  weighing,  shall  be  deducted  from  the  monthly  settlements. 

Abticle  XI.  Provision!  of  orioinal  contract  and  supplemental  contract  to 
remain  in  effect. — Except  as  .herein  modified,  all  the  tenns  and  conditions  of 
the  said  original  contract,  dated  May  2,  lOlS,  and  said  first  supplemental  con- 
tract, dated  September  20,  1918,  and  said  second  supplemental  contract  dated 
December  14,  1918,  shall  remain  !n  full  force  and  effect. 

In  witness  whereof,  the  parties  hereto  have  caused  this  supplemental  con- 
tract to  he  executed  (In  triplicate)  by  their  duly  authoriied  officers  the  day 
and  year  first  above  written. 

Witnesses :  Du  PowT  NrraATS  Co., 

Contractor. 
United  States  of  Auebica, 
Boons  G.  Habdino.  By  R.  H.   Hawkiws, 

Major,  Ordnance  Department, 

United  States  Army. 

[Order  No.  War — Ord.— 


This  agreement,  entered  into  this  2d  day  of  May,  1918,  by  and  between 
Du  Pont  Nitrate  Co.,  a  corporation  orcnnized  and  existing  under  and  by  virtue 
of  the  laws  of  the  State  of  Delaware  and  having  It-*  general  office  at  Wllminc- 
ton,  Del.   (hereinafter  called  the  contractor),  party  of  the  first  part,  and  the 

United  States  of  America,  acting  through  and  represented  by , 

lieutenant  colonel.  Ordnance    Department,  United    States    Army   (hereinafter 
called  the  contracting  ofllcet),  duly  authorized  under  authority  of  the  Secr.> 
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T  «'  ^*'  ***  make  and  execute  contracts  to  be  performed  under  the  direc- 
1  of  Siuniiel  McRoberta,  brigadier  general.  Ordnance  Department,  Dnlted 
it^s  Army,  or  his  successor,  as  head  of  the  Procurement  Division,  Office  ol 
■  Chief  of  Ordnance,  party  of  the  second  part, 

Mtnest:^h  :  Whereas  a  ^tate  of  nnr  exists  between  the  Cnfted  States  of 
lerica  autl  the  Imperial  German  and  the  Imi>erlal  and  Hoyai  Austro-Hun- 
rinn  (^ivemmonts,  antl  the  usual  requirements  for  advertisement  (or  bids 
?  dl^q>ensed   wiUi, 

Siiwr.  therefore,  under  the  laws  of  the  United  States  In  Buch  cases  made  and 
ovldeil,  and  in  consideration  of  the  mutual  agreements  herein  contained,  the 
Id  purties  hiive  agrpeii  as  followa: 

ArtVcVe  I.  The  contractor  shall  sell  and  deliver  to  the  United  States,  and  the 
alt«l  States  shall  buy,  receive,  and  pay  for  174.750  long  tons  of  22  quintals 
t  46  kiUtgrama  each,  net  weight,  of  96  per  cent  reHoed  nitrate  of  soda,  arriveil 
,t  hy  deduction  of  the  customhouse  official  tare  from  the  gross  weight.  The 
wotractor  shall,  however,  have  the  right  to  deliver  il5  per  cent  ordinary  nitrate 
if  smia  In  lieu  of  any  part  of  the  aforesaid  quantity  of  96  per  cent  refined 
lulxaie  of  soda.  The  nitrate  of  soda  shall  be  of  current  quality,  sacked  la 
m-tomary  bags.  Ananlysis  uf  nitrate  of  so<la  dehvered  hereunder,  as  shown 
by  orlRlnal  West  Coast  CertlUcates  of  Analysis,  made  In  the  customary  manner, 
w  pmT\ded  by  the  contracts  under  which  the  contractor  purchases  the  nitrate 
<•(  soda  Id  Chile,  shall  be  accepted  by  the  parties  hereto. 
Article  II.  The  c«ntr»ctor  shall  oiake  delivery  as  follows : 

Lou  ton*. 

During  the  month  of  May,  1918 10,(XKI 

DoTioE  the  month  of  June,  1»18 20,900 

During  the  month  of  July,  1918 40,000 

Daring  the  month  of  August,  1918 47,583 

IWlog  the  month  of  September.  1918 20,000 

Daring  the  month  of  October,  1918 20,000 

Daring  the  month  of  November,  1918 16,667 

"B*  CnVted  States  riiall  have  the  privilege  of  increasing  by  not  more  than 
10  per  cent  the  above  quantity  for  any  month  or  months,  provided  reasonable 
Dodce  of  such  increase  he  given  to  the  contractor,  and  provided  nitrate  of 
Mdt  to  meet  the  increased  monthly  quantities  can  tie  secured  by  the  contractor 
IB  Chile. 

Arllde  III.  The  nitrate  of  roda  shall  be  delivered  tn  the  n!!Ual  Chilean  porta 

alongAde  the  vessel  or  vessels  provided  by  the  United  States,  and  deslgnate>l 

b!  the  Chief  of  Ordnance  or  his  representative  or  by  any  board  or  department 

MiMd  by  tlte  Chief  of  Ordnance.     If  so  required  by  the  Chief  of  Ordnance, 

{tons  itrops  or  slings  of  canvas  or  aet  shall  be  used  for  the  shipping  of  the 

■itnte  of  wda,  and  same  shall  be  provided  by  the  contractor  at  the  cost  of 

ihe  I'lilted  States,    The  contractor  shall  notify  the  Chief  of  Ordnance  as  soon 

u  potable  and  In  each  care  prior  to  the  time  for  delivery  thereof,  whether 

nitrate  of  soda  to  be  delivered  will  be  96  per  cent  refined  or  95  per  cent 

otansry.    The  United  States  shall  provide  the  vessels  necessary  to  lift  each 

math's  delivery,  and  shall  notify  the  contractor  in  writing  of  the  appro'xl- 

iMie  thae  when  each  vessel  wilt  be  ready  to  receive  cargo  and  the  approxl- 

aa)t  qaantlty  the  v^-sel  will  load.    When  any  vessel  is  ready  to  receive  cargo, 

Jit  notractor  shall  promptly  begin  to  load  such  vessel  and  will  proceed  with 

gaeb  loading  with  all   possible  dispatch.    The  United   States  shall  in   each 

tut  be  allowed  a  period  of  30  days  or  40  days   (depending  on  which  period 

tupccifled  In  the  particular  contract  under  which  the  nitrate  of  foda.  Is  pur- 

timmd  by  the  contractor  for  delivery  In  Chile)   from  the  respective  dates  of 

MlTwy  proTlded  for  In  contractor's  purchase  contracts  In  which  to  provide 

lesHlB  therefor,  and  any  part  of  any  month's  deliveries  not  lifted  by  the 

Ciltfd  States  within  said  time  shall  he  suitably  stored  as  customary  in  the 

t7«ud;  of  the  contractor  for  account  of  the  United  States.    The  contractor 

dull  (wthwith  notify  the  Chief  of  Ordnance  in  writing  when  any  such  nitrate 

vl  nda  Is  stored,  giving  the  name  of  the  warehouse  and  the  particulars  of 

ite  «Dtni!C  QQder  which  such  stored  nitrate  of  soda  was  purchai-ed.     After 

uj  MKb  nitrate  of  soda  has  t>een  duly  stored  in  a  warehouse  It  shall  be  deemed 

to  be  delivered  to  the  United  States,  and  thereafter  all  costs  and  risks  »ball 

bt  I«  the  aole  account  of  the  United  States.    The  contractor  shall  not  Insure 

tte  nitrate  of  soda  against  loss  after  delivery  thereof  to  the  United  States. 

Tbe  Dnlted  States  shall  bear  all  lighterage  or  craft  losses,  and  any  nitrate 
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of  siMin  so  lost  or  iliitnnsod  shall  he  iWnu'il  licllvoivl.  Tills  pniviston  flhiill 
rot  he  'leenieii  to  ri'lleve  thp  contractor  irom  Us  ohllfnitlonx  to  u  e  due  iiinl 
proper  cnre  to  anfecuard  such  pn>perty. 

Article  IV.  Tlie  price  to  be  pnld  by  the  United  States  to  the  contractor  for 
the  nltrnte  of  soda  delivere<I  hereunder  shall  be  the  sum  of  the  fnllowtng  Items : 

(1)  The  f.  a.  s.  Chile  price  per  quintal  of  the  ley  of  95  per  cent  or  96  |>er 
rent,  as  the  case  may  be,  as  fixed  and  determined  t>y  the  nitrate  committee 
of  the  United  States  for  the  respective  months  in  which  deliveries  are  made. 
TIk  f.  a.  8.  Cl)iie  price  per  quintal,  ns  fixed  by  the  nitrate  committee  of  the 
t'nttetl  States  for  each  month,  shall  he  the  average  of  the  prices  per  quintal 
fixed  by  tlie  I*ndon  executive  for  all  nitrate  of  soda  purchased  under  Its  direc- 
tion for  delivery  In  such  month. 

(2)  Three-eiifhts  of  1  per  cent  upon  the  amounts  specified  in  sub^llvieion  1 
to  cover  tlie  contractor's  overhead  expense  In  Chile, 

(3)  All  expenses  necessarily  incurred  and  paid  by  the  contractor  for  load- 
ing, assay,  frelRht  on  samples  to  Valparaiso,  consular  invoices,  coast  cnblen. 
(wntract  stamps,  separation  of  grades  of  nitrate  of  soda  in  cai^oes.  and  all 
iitlier  similar  expenses  Incurred  prior  to  the  delivery  of  the  nitrate  of  soda 
to.  the  United  States.  Statements  of  all  such  expenses  shall  be  submitted  from 
rime  to  time  by  the  contractor  to  the  nitrate  committee  of  the  United  States 
in  New  York  City,  and  when  approved  by  said  committee  shall  be  submitted 
to  the  Chief  or  Ordnance,  whose  approval  or  disapproval  of  any  item  shall  be 
final  and  conclusive  oti  both  parties  hereto.  It  shall  be  the  duty  of  the  con- 
tractor to  use  its  best  efforts  to  keep  said  expenses  as  low  as  possible. 

In  the  event  that  the  price  of  any  of  the  nitrate  of  soda  to  be  delivered 
hereunder  can  not  1)e  fixed  as  herein  provided  by  reason  of  prior  termination 
of  the  authority  and  control  of  the  London  executive  or  of  the  nitrate  com- 
niltfee  of  the  United  States  or  otherwise,  then  the  price  of  such  nitrate  of 
siMla  shall.  If  this  contract  Is  not  terminated  as  hereinafter  provided,  be  the 
iivi'ragc  f.  a.  s.  cost  in  Chile,  to  be  ascertained  and  fixed,  so  far  as  practicable, 
upon  the  same  basis  as  such  average  f.  a.  s,  cost  In  Chile  is  at  present  fixe<l 
hereunder,  plus  three-eli^hts  of  1  per  cent  thereon  and  the  expenses  of  the 
contractor  above  specified. 

Article  V.  It  is  understood  that  the  nitrate  of  soda  to  be  delivered  here- 
under is  to  be  purchased  by  the  contractor  for  delivery  In  Chile  on  ttie  terms 
prevnillns  In  the  market,  under  the  direction  of  and  within  the  price  limits 
authorlzwl  by  the  London  executive.  The  contractor  has  no  control  over  the 
I^mdon  executive  or  over  the  prices  fixed  by  the  I.nndon  executive.  M  the 
present  time  the  terms  prevailing  In  the  purchase  and  sale  of  95  per  cent  and 
06  per  cent  nitrate  of  soda  are  those  stated  in  the  printed  standard  forms  of 
c<)ntract  hereto  annexeil.  marked  exhibits  A  and  B.  respectively.  In  the  event 
of  any  generally  accepted  modificotlon  In  the  terms  of  said  standani  forms,  the 
terms  as  so  mmlifled  shnll  be  the  terms  under  which  purchases  by  the  cimtrncior 
simll  thereafter  hi*  made,  and  It.shnll  be  the  duty  of  the  contractor  to  Immedi- 
ately Tiotify  the  Chief  or  Ordnance  of  any  such  change.  In  the  event  of  any  sucli 
change,  the  Chief  of  Ordnance  shall  have  the  richt,  nt  his  option,  at  any  time 
thorenftei'  to  termimite  this  contract  upon  i\Tltten  notice  to  the  contractor,  and 
lifter  such  notice  the  contractor  shnll  tnake  no  further  purchases  for  ilclivery 
licrpiindcr.  Nowlthsfnndlng  such  termination,  however,  the  contractor  shad 
deliver  and  the  Urdtcil  States  shall  receive  and  pav  for  nltrnte  of  siHla  pur 
chflspd  hy  the  contractor  for  the  fulfillment  of  this  contract  prior  lo  suCi 
termination. 

The  f.  a.  s.  Chile  price  to  iw  paid  to  the  contractor  as  provided  In  Article 
IV  hereof  shall  he  deixeaiied  ncconltng  to  anal.vsls  in  each  case  In  ncconlanie 
with  the  provisions  for  such  decrease  contained  in  said  exhibits  A  and  B. 
Tlie  contra<'tor  shnll  strictly  enforce  all  the  tenns  and  provisions  of  ihe  con- 
trnctN  under  which  It  purchases  nitrate  of  soda  for  the  fulfillment  of  this 
contract.  .\ll  benefits,  allowances,  damages,  and  other  pecuniary  ndviintnKes 
accruluK  to  the  cruitrnctor  un<ler  Its  contracts  for  the  purchase  of  nitrate  I'f 
siMhi  for  delivery  liercunder,  apart  from  the  price  fisinl  pursuant  to  Article  IV 
of  tids  Cfinlrnct  sluill  be  for  the  account  of  the  United  States  nnil  payments  to 
he  made  by  the  United  States  to  the  contractor  shall  l>e  ndjuste<l  accordiUKly. 

Article  VI.  The  f.  a.  s.  cost  to  the  contractor  of  the  nitrate  of  soda  is 
payable  by  the  contractor  in  Chile  by  approved  90-dny  sl^ht  drafts  on  Ixindon. 
to  pay  which  the  contractor  shall  purchase  sierlln):  exchange  on  Tyindon  hy 
PO-dny  slcht  drafts  In  United  States  currency  on  New  York  City  draWn  hy 
" " ""  "      The  amount  of  the  draft  to  l>e  drawn  by  the  c 
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*■  «l^t«»-»iiiiied  by  the  demand  rate  of  exchange,  certified  by  the  National  City 
**™^  of  New  Torh.  on  the  day  on  which  the  contractor  Is  required  to  deliver 
;«^n  tlraftR  on  London.  The  contractor  shall  Immediately  advise  the  United 
*t«tes  of  the  dates  of  delivery,  due  dates,  and  amounts  of  the  drafts  on  New 
Lwrfc  drawn  by  It  against  each  dpllvery. 

ftei  delivery  to  the  United  States  of  the  nitrate  of  soda  for  which  any  such 
*'■*'*  **n  New  York  has  been  given,  the  United  States  will  pay  to  the  contractor 
^^  Vnited  Slates  gold,  or  Its  equivnlent,  in  New  York  City  the  amount  necessary 
lo  iDe^t  such  draft ;  such  payments  to  be  made  by  the  United  States  within  1^0 
days  after  the  respective  drafts  are  delivered  by  the  contractor,  pursuant  to 
the  terms  of  its  contracts  with  the  sellers  of  the  nitrate  of  soda  in  Chile. 
If  tbe  Ignited  States  should  anticipate  such  payments,  It  will  receive  the  cus- 
iDiDBry  allowance  for  interest  for  so  anticipating.  The  method  of  paymeut  by 
^t>^  t'nited  States  may  at  any  time  he  changed  at  the  option  of  the  Chief  of 
OrdDaace. 

PajriiMiitB  becoming  due  to  the  contractor  tinder  subdivisions  2  and  S  of 
Article  IV  shall  be  made  promptly  upon  presentation  and  approval  of  state- 
tneats  from  time  to  time. 

All  payments  made  to  the  contractor  shall  he  subject  to  adjustment  and 
ctMTectlon.  Promptly  after  the  price  of  the  nitrate  of  soda  delivered  in  each 
ntontli  has  been  determined  as  provided  In  Article  IV,  the  parties  shall  correct 
and  adjust  payments  theretofore  made.  Any  balance  found  on  such  adjustment 
lo  be  due  from  the  United  States  to  the  contractor  shall  be  paid  and  any  over- 
payment shall  be  refunded  to  the  United  Stales  or  deducted  from  subsequent 
pKyntents,  as  may  be  determined  by  the  Chief  of  Ordnance,  to  the  end  that  the 
fi&^  price  to  be  paid  by  the  United  States  fOr  all  nitrate  of  soda  delivered 
b«renDder  shall  be  the  price  fised  and  determined  In  accordance  with  the  pro- 
rtslons  of  Article  IV.  All  statements  with  respect  to  transactions  under  this 
coDtnict  shall  be  prepared  by  the  contractor  and  promptly  submitted  for  ap- 
proval to  the  nitrate  committee  of  the  United  States  or  its  successor  appointed 
by  or  under  the  supervision  of  the  War  Industries  Board,  and  ptiall  l>e  ap- 
ycoved  by  such  committee  before  being  presented  to  the  Chief  of  Ordnance  for 
adjustment,  pro  or  contra.  The  contractor  shall  prepare  and  file  a  statement 
wtth  respect  to  each  delivery  of  nitrate  of  soda. 

Xrttcle  VII.  The  united  States  hereby  appoints  the  contractor  or  Its  agent 
Id  Chile  to  attend  to  the  loading,  shipping,  and  documentation  and  caring  for 
Ok  property  of  the  United  States,  and  as  Its  a^ent  to  attend  to  the  unlondlnjc 
et  vessels  upon  arrival  at  port  In  the  United  States,  and  arranging  for  (he  trans- 
portation and  distribution  of  the  nitrate  of  soda  from  ports  of  dlwharge  in  the 
mi  ted  States,  and  the  contractor  hereby  agrees  to  act  as  agent  of  the  United 
States  f<>r  the  purposes  aforesaid  and  in  all  matters  to  protect  and  safeguard 
the  interests  of  the  United  States,  The  contractor  shall  not  attend  to  the 
oaloedlng  of  vessels  of  the  Panama  Railroad  &  Steamship  Co.  or  the  trana- 
pnnatloa  or  distribution  of  the  cargoes  therefrom  unless  hereafter  requested 
M  <o  do  by  the  Chief  of  Ordnance. 

The  contractor  is  hereby  Instructed  by  the  United  States  not  to  effect  in- 
snrance  aeainst  Are.  war,  marine,  or  other  risks  or  perils  with  resiiect  to  any 
Dltrnte  of  soda  belonging  to  the  United  Stales  at  any  time  In  its  posses.slon 
or  under  its  control  as  such  agent.  It  shall,  however,  be  the  duty  of  the  con- 
tractor to  immediately  notlfj-  the  United  States  of  any  unusual  peril  or  rlslt 
in  so  tar  as  possible  and  to  act  In  accordance  with  directions  given  by  the  Chief 
of  Onlnance. 

As  compensation  for  Its  services  ns  agent  the  United  States  shall  pay  5 
wnt.i  per  ton  (2.240  pounds)  of  nitnite  of  soiln  received  In  the  Ttilted  States 
ind  actually  unloaded  and  distributed  by  the  contractor:  and  In  addition 
tbe  United  States  shall  reimburse  the  contrsctor  for  all  pro|>er  expenses 
neceesarily  incurred  and  pnid  by  the  contractor  In  connection  with  such 
unloading  and  distributing.  Statements  of  all  such  expenses  shall  be  sub- 
Diltteil  from  time  to  time  by  the  contractor  to  the  nitrate  committee  of  the 
railed  Slates  In  New  York  City,  and  when  approved  by  said  commltee  shall 
V  sabmlttwl  to  the  Chief  of  Ordnance,  whose  approval  or  disapproval  of  any 
Itemshsti  be  flnal  and  conclusive  on  both  parties  hereto.  It  shall  be  the  duty 
of  tlie  contractor  to  use  Its  best  efforts  to  keep  said  expenses  as  low  as  possible. 
It  \s  not  Intended  that  the  contractor  shall  he  paid  any  share  of  its  overhead 
ei|>en)«  other  than  that  specified  In  Article  IV. 

pB.viDents  becoming  due  to  the  contractor  as  compensation  hereunder  shall 
be  mafle  30  days  after  arrival  of  cargoea  at  port  of  discharge  and  dlstrl- 


1632  WAB  EXFBNDITURES. 

butloD  thereof,  upon  presentation  or  satlaractor;  proof  of  such  arrlvnl  and 
distribution.  RelmbucRement  of  e\penBes  shall  be  mnde  promptly  upon  presen- 
tation and  approval  of  statements  from  time  to  time. 

Article  Vm.  The  United  States  reserves  the  right  to  terminate  the  ap- 
pointment of  the  contractor  as  apent  In  either  Chile  or  the  United  States,  or 
both,  and  to  appoint  any  other  agents  from  time  to  time.  Such  termination  of 
the  contractor's  agency  shall  not  In  any  way  altect  the  obllRatlons  of  the  con- 
tractor to  deliver  or  the  obligations  of  the  United  States  to  receive  and  pay 
for  nitrate  of  srKla  upon  the  terms  provided  In  this  contract. 

Article  IX.  Tills  contract  being  necessitated  by  a  state  of  war  now  exist- 
ing, it  is  desirable  and  expedient  that  provision  be  made  for  its  termination 
upon  fair  and  equitable  terms  upon  the  termination  or  limitation  of  the  war. 
or  If  In  anticipation  thereof  or  becauae  of  cliangea  in  methods  of  warfare  the 
Chief  of  Ordnance  should  be  of  the  opinion  that  the  completion  of  this  con- 
tract has  become  unnecessary.  It  is  therefore  provided  that  at  any  time  and 
from  time  to  time  during  the  currency  of  this  contract  the  Chief  of  Ordnance 
may  terminate  this  contract  In  whole  or  in  part  and  notify  the  contractor  that 
any  part  of  the  nitrate  of  soda  then  remaining  to  be  delivered  shall  not  be 
delivered. 

If  at  any  time  during  the  currency  of  this  contract  the  London  executive 
should  be  discontinued  or  the  authority  or  control  of  the  I^ndou  executive  in 
connection  with  the  purchase  of  nitrate  of  soda  should  be  modified,  the  Chief 
of  Ordnance  may,  at  his  cation,  terminate  this  contract  and  notify  the  con- 
tractor that  any  nitrate  of  soda  then  remaining  to  be  delivered  shall  not  be 
delivered. 

In  the  event  of  the  termination  of  this  contract  as  In  this  article  pro- 
vided, the  United  States  will  accept  delivery  of  and  pay  the  contractor  for 
nitrate  of  soda  theretofore  purchased  by  the  contractor  pursuant  to  Inatruc- 
tlons  of  the  Loudon  executive  for  the  fulfillment  of  this  contract  provided  that 
the  contractor  can  not  be  otherwise  relieved  from  such  purchase.  For  the 
puri>OBe  of  this  article  the  contractor  shall  be  deemed  to  have  purchased  for 
the  fulfiilment  of  this  contract  such  proportionate  part  of  the  total  quantity  of 
nitrate  of  soda  purcbased  by  the  contractor  pursuant  to  Instructions  of  the- 
London  executive  and  remaining  on  hand  at  the  time  of  such  termination'  or 
deliverable  to  the  contractor  under  then  existing  contracts  as  the  quantity 
of  nitrate  of  soda  then  remaining  to  t>e  delivered  by  the  contractor  to  the 
United  States  under  this  contract  (exclusive  of  any  deliveries  that  shall  be 
IQ  arrears  by  reason  of  the  fault  or  neRlect  of  the  contractor)  bears  to  the 
total  quantity  of  nitrate  of  sods  thereafter  deliverable  by  the  contractor 
under  sale  contracts. 

Article  X.  Whenever  so  required  the  contractor  shall  use  its  best  efforts 
to  sell  in  Chile  for  account  of  the  United  States  at  the  best  prices  obtainable 
and  subject  to  the  approval  of  the  Chief  of  Ordnance  any  nitrate  of  sodt 
purchased  by  the  United  States  but  which  tor  any  reason  has  not  beeo 
shipped.  Such  services  shall  ba  rendered  by  the  contractor  without  charge 
other  than  actual  expenses  Incurred  In  making  such  sales. 

Article  XI.  No  member  of  or  Delegate  to  Congress  or  Healdent  ConunlB- 
sloner  is  or  shall  be  admitted  to  any  share  or  part  of  this  contract  or  to  any 
benefit  that  may  arise  therefrom ;  but  this  article  shall  not  apply  to  this  con- 
tract BO  far  as  It  may  be  within  the  operation  or  exception  of  section  116 
of  the  act  of  Congress  approved  March  4,  1909.    (35  Stats.,  1109.) 

Article  XII.  Neither  this  contract  nor  any  right  to  receive  payment  here- 
under shall  be  assigned  to  any  person,  firm,  or  corporation. 

Article  XIII.  No  person  or  persons  shall  be  employed  In  the  performance 
of  this  contract  who  are  undergoing  sentences  of  Imprisonment  at  hard  labor 
which  have  been  Imposed  by  the  courts  of  the  several  States,  Territories,  or 
mnnlclpalltles  having  criminal  Jurisdiction. 

Article  XIV.  The  following  terms  whenever  used  In  this  contract  shall  have 
the  following  meanings,  respectively : 

(o)  "Chief  of  Ordnance":  The  Acting  Chief  of  Ordnance  or  any  person 
deslgnatc<l  to  act  In  that  capacity  or  his  duly  authorized  representatWe. 

(6)  "London  executive":  The  international  committee  formed  for  the  pur- 
chase of  Chilean  nitrate  among  the  nations  now  allied  In  the  war  against  the 
Imperial  Germon  and  the  Imperial  and  Royal  Austro-Hungarian  QovernmraitB, 
such  committee  having  Its  headquarters  In  London.  England. 

(c)  "War  Iwlustrles  Board":  The  board  of  that  name  and  any  successor 
board,  committee,  or  department  duly  appointed  to  succeed  to  its  functions. 
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<<*>  "Nitrate  Comtiim««  of  the  United  States":  The  committee  of  that 
"■"**  oTwnlsed  under  artsneements  with  the  War  Industries  Board  and  having 
It*  oiTtce  Id  New  York  City,  or  the  nuccessors  of  such  committee. 

Notice  under  this  contract  shnll  be  tleemed  to  have  been  sufficiently  given : 
(at   To  the  contractor  when  mailed  In  a  sealed  postpaid  wrapper  to  the  con- 
tractor at  the  address  plven  on  page  1  of  this  contract. 

(6»  To  the  Vnited  States  when  mailed  In  a  sealed  postpaid  wrapper  ad- 
dresised  Chief  of  Ordnunce.  War  nepartinent,  Washington.  D.  C. 

Article- XV,  In  case  performance  by  contractor  ahall  be  delayed  or  rendered 
Impossible  by  action  of  the  London  executive  or  by  force  majeure.  lnctu<ling 
"vni.  p>venuneQtiil  authority,  embargoes,  governmental  prohibition  of  or  restrlc- 
tJoOK  upon  exports  or  imports,  civil  commotions,  labor  strikes,  accidents,  lo.<is 
or  danuiKe  by  act  of  God  or  the  elements,  Interference  with  transportation,  or 
my  other  contingency  beyond  the  contractor's  control,  and  whether  herein 
•pedficAlly  enumerated  or  not.  In  connection  with  the  production,  relinement,  or 
u«D8pt>rtBtlon  to  port  or  delivery  of  the  nitrate  of  soda  covered  by  this  con- 
tract,  the  time  for  delivery  shall  be  extended  (or  a  period  equal  to  the  period 
of  su<4i  delay.  Contractor  shall  In  no  event  be  held  responsible  for  any  con- 
tingency lieyond  its  control,  whether  herein  spedflcally  provided  for  or  not. 

Article  XVI.  Any  doubts  or  disputes  which  may  arise  as  to  the  meaning  of 
■nythlofc  In  this  contract  shall  be  referred  to  the  Chief  of  Ordnance  for  de- 
lerminatlon.  If.  however,  the  contractor  ahall  feel  aggrieved  at  any  decision 
«t  the  Chief  of  Ordnance  upon  such  reference  It  shall  have  the  right  to  submit 
iune  to  the  Secretary  of  War,  whose  decision  atrnU  be  final  and  binding  oo 
both  parties  hereto. 

In  witness  whereof  the  parties  hereto  have  caused  this  contract  to  be  exe- 
cnted  under  their  seals  in  triplicate  by  their  respective  olHcers,  thereunto  duly 
■Dtborlzed,  the  day  and  year  first  above  written. 
Vfltneasee: 

Du  Pout  NmAis  Co., 
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Copy: 

Deliverable  from . 

Teasel . 

Quintals . 

Port . 

Price . 

Amount . 

Due . 

1  Ejast  Ikdia  Aveitttk, 

Lonion,  B.  C,  S, . 

Between ,  as  sellers  of  the  one  part,  and  ■  -,  as  buyers  of  the  other 

part,  the  following  contract  lias  been  agreed  upon,  both  parties  holding  them- 
Klves  mntoally  responaihle  for  its  true  fnlfillmeut,  even  in  the  event  of  its  being 
DSDsferred  to  a  third  party. 

L aell  and  boy  the  fixed  quantity  of quintals,  of  46 

Ulogrtine  each,  net  weight,  of  nitrate  of  soda,  arrived  at  by  deduction  of  the 
cDBtomhonse  olHclal  tare  from  the  gross  weight 

2.  The  nitrate  shall  be  of  current  quality,  sacked  In  good  bags,  and  shall 
be  delivered  tn  the  port  of  - — —  alongside  the  vessel  or  vessels  named  by  the 
buyers,  who  shaQ  have  the  right  to  Insist  on  the  nee  of  canvas  strops,  or  sUnga 
Qt  cinvas  or  of  net,  which  they  shall  for  this  purpose  provide  for  the  shitting 
ot  the  nitrate.  All  msriUme  risks  shall  be  for  account  of  the  buyers.  Any 
liltpotm  on  these  points. shall  be  definitely  settled  at  the  port  of  sbipmeitt  to 
tibltntors  appointed  In  conformity  with  the  second  paragraph  of  article  '  ' 

3.  Tbe  price  of  the  nitrate  shall  be sterling  per  quintal,  of  *" 

K  per  nnt.     If  the  ley  should  result  less  than  that  stipulated,  tbr 
temtuced  In  conformity  with  the  following  scale: 
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One  per  cent  for  the  flrst  unit  trow  95  per  cent  to  94  per  cent,  and  In  (idcil- 
tlon.  3  per  wnt  for  the  spwimI  unit  from  04  per  cent  to  93  per  cent,  1.  e.,  4  per 
cent  for  2  units :  and  In  addition,  4  per  cent  for  the  thin)  iii)it  from  93  per  cent 
to  92  per  cent,  1.  e.,  S  per  cent  for  3  units;  and  in  addition.  5  per  cent  for  the 
fourth  unit  from  92  per  cent  to  91  per  cent,  1,  e.,  13  per  cent  for  4  units;  and  Id 
addition,  8  per  cent  for  each  further  unit  below  01  per  cent.  Any  fraction  of  a 
unit  shall  he  allowed  for  proportionately  to  the  percentage  appertaining  to  that 
particular  unit. 

4.  The  value  of  the  nitrate,  subject  mnlter  of  this  contract,  ts  pnyable  in 
Valparaiso  on  the  first  weekly  settUnfi;  day  after  30  days  from  the  In- 
clusive    in  good  nitrate  drafts  on  London  at  90  days'  sight  to  the  satis- 
faction of  the  sellers  within  the  classification  of  good  nitrate  drafts  approved 
by  the  I>lrectorate  of  the  Asodnclon  Salltrera  de  Propaininda  and  the  Val- 
paraiso Chamber  of  Commerce;  but  in  the  event  of  the  total  delivery  of  the 

quintals,  or  of  that  part  which  corresponds  to  each  vessel,  In  the  case 

of  shipment  to  more  than  one  vessel,  being  completed  before  that  date,  one 
of  the  following  courses  shall  be  adopted  at  the  option  of  the  sellers: 

A.  Bills  of  lading,  extended  to  the  order  of  whomsoever  the  buyers  may 
direct,  shall  be  delivered  in  the  port  of  shipment  to  the  buyers  or  their  agents 
in  exchanw  for  a  voucher  given  In  Valparaiso  whereby  the  buyers  bind  them- 
selves to  pay  the  value  of  the  nitrate  in  that  city  on  the  flrst  weekly  settling 
day  occurring  after  delivery  <>'  the  bills  of  lading. 

B.  Bills  of  lading  extended  to  the  order  of  the  sellers  shall  l>e  delivered  to 
the  sellers  or  to  their  agents,  who  will  deliver  them,  duly  Indorsed,  to  the 
buyers  or  their  agents  In  the  port  of  shipment  on  the  next  weekly  settling  day 
on  receipt  of  advice  that  the  sellers  have  received  payment  In  Valparaiso  of 
the  value  of  the  nitrate.  But  buyers  may  ask  for  the  Immediate  delivery  in  the 
port  of  shipment  of  the  bills  of  lading  made  out  to  order  of  whomsoever  they 
may  direct,  Id  which  cose  the  said  <liK?uments  will  be  handed  over  on  receipt 
of  advice  from  Valparaiso  that  payment  of  the  value  of  the  nitrate  has  l>een 
effected  irrespective  of  the  settling  day.  The  firm  receiving  the  value  of  the 
nitrate  must  telegrapli  advice  thereof  by  the  quickest  route  as  soon  as  the 
[»aynient  Is  effecteil.  Sellers  can  exercise  their  option  to  adopt  Form  B  Iwfore 
the  commencement  of  the  period  of  40  days  for  the  delivery  of  the  nitrate 
stipulated  In  the  first  paragraph  of  article  5,  and,  if  tbey  do  not.  It  Is  un<ler- 
stood  that  the  delivery  of  the  bills  of  lading  and  the  payment  wilt  be  elTected 
In  accordance  with  Form  A. 

The  delivery  of  the  drafts  shall  be  elTected  in  conformity  with  the  r^'ula- 
tloii  agreed  upon  between  the  AsocladCn  Salltrera  de  Propaeanda,  and  the 
Vnlimraiso  Chamber  of  Commerce,  ilated  tiie  28th  of  June  and  1st  of  Septenilier, 
1910,  and  it  Is  expressly  agree<l  that  the  details  of  the  drafts  to  be  Is8ue<l  shall 
be  furDlshHl  not  later  than  0  p.  m.  of  the  <lay  before  the  date  of  payment,  and 
that  iHiyment  can  not  be  demanded  unless  these  requirements  have  been  opjxir- 
tunely  compiled  with. 

If  at  the  expiration  of  the  period  Used  for  the  payment  delivery  has  not 
been  effected  or  assays  not  made,  payment  shall  Tione  the  less  lie  consldereil 

due  for  qubitals  of  nitrate  of  9ri  per  cent   ley.  and   the  balance  that 

may  finally  result  In  pro  or  in  contra  shall  l>e  adjusteil  without  charge  or  allow- 
ance of  interest  as  soon  as  the  assa.vs  have  been  completiil. 

Without  releasing  the  seller  from  his  liability,  the  bnnk,  firm,  or  person 
receiving  part  or  the  whole  of  the  amount,  value  of  this  contract,  shall  refund 
the  amount  corresponding  to  the  reduction  in  price  for  inferiority  of  ley. 

In  Hie  event  of  Interruption  of  loading  owing  lo  strikes,  lo<'kouts,  or  other 
fortuitous  cause,  the  buyer  shall  retain  out  of  the  price  2  shillings  and  6 
jience  sterling  for  each  quintal  of  nitrate  not  yet  shlppal,  and  shall  pay  the 
sum  so  retained  on  the  second  weekly  settlement  day  after  the  resumption  of 
Rhipments  following  tlie  termination  of  the  strike,  lockout,  or  fortuitous  cause. 

In  the  event  of  loading  of  nitrate  In  the  port  of  shipment  having  been 
stopped  by  strikes,  lockouts,  or  other  fortuitous  cause  for  the  30  consecutive 
days  preceding  the  date  on  which  payment  Is  due  In  accordance  with  the  first 
clause  of  this  article,  such  payment,  the  subject  matter  of  this  contract,  shall 
he  postponed  until  the  second  weekly  settlement  attor  the  resumption  of  ship- 
ments following  the  termination  of  the  strike,  lockout,  or  fortuitous  cause, 
unless  the  shipment  should  have  been  completed  previously.  In  which  case  |Miy- 
ment  shall  be  effectetl  In  conforndty  with  the  provlsious  of  Forms  A  or  B, 
aecordlng  to  the  option  esercise<l  by  the  sellers. 

.1.  The  buyers  shall  be  allowed  a  period  of  40  days  commencing  on  the 
,  inclusive.  In  which  to  provide  at  the  loading  port  a  steamer  or  sailing 
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vessel  to  receivf  thf  iittmrp.  nny  rtpliiy  or  tlefiiiilt  bpInK  for  ruToiint  of  thP  biiypra. 
The  ag«)ta  or  ivprescnt olives  of  tlie  buyers  shHll  elve  notice  In  wrltln);  to  the 
sell»*rs  or  their  mrents  of  the  riny  ou  which  the  vessel  will  he  renily  lo  recplve 
carp>  inrt  mui't  ullotv  the  sellers  In  the  rnse  of  stcnniers  the  time  neeessury. 
and  In  the  case  of  snlllng  vessels  one  wni'kinf:  dny  at  lenst,  for  effecting  the 
nec««ary  cnstoiu house  fnrinnlttleR.  At  the  thiie  of  irivlne  this  notice  the  biiyerfi 
•ihall  also  Rive  sellers  ps  jiiiiiroxininic  iin  inillciiiloti  h«  |ms«ilile  of  the  C|'>nntlty 
the  vessel  will  lonil.     Sellers  must  deliver  the  niirate  In  the  quantities  asked 

for  by  the  buyers  up  to  250  tons  per  each  wiirklns  day  or  in  workinic 

da^  reckoned  from  the  ilay  nanieil  by  the  buyers  for  the  commencement  of 
loaitint:  as  stfpniated  In  the  prewillnc  pnrapraph. 

Surf  days  ile<'l]ire<l  as  snoh  liy  the  maritime  c<ivern(ir  or  captain  of  the 
port  of  shipment,  Sun<lnys.  and  all  other  Ireal  feast  days  or  days  which  may 
be  declared  as  siich  by  competent  authority,  <hiys  of  strike,  lockout,  i)r  days 
not  available  for  loading  owlne  to  fortulions  canses,  shall  not  he  conaldere<l  as 
irortlnft  days. 

la  the  case  of  a  sailing  vessel  that  has  not  completed  the  discliarRe  of  her 
Inward  car^,  sellers  mnst  deliver  dally  the  quantity  of  nitrate  asked  for  by 
tl»e  buyers  within  the  llndt  of  the  dally  quantity  stipulaieil  by  tiie  contract, 
pr«ivhle<l  that  the  siiip  Is  rpa<ly  to  receive  sliffenlna,  wliich  can  not  be  be- 
fore   .     It  Is  understood  that  days  eni|)loyetI  in  supplying  nitrate  for 

^IfTealne  shall  not  count  as  ley  days. 

The  delivery  of  the  nitrate  bouRht  under  this  contract  can  be  calle<l  for 
siDialteneonsly  with  that  purcha»e<l  under  other  cuutracts  with  tlie  siime  or 
other  srflers  for  the  stanie  steamer  or  snillns  vessel,  subject  to  the  cnstomhouae 
rvfralations  and  also  subject  to  any  »|)ecial  clause  ruling  In  tlie  iwrt  of  shipment, 
nhlch  clause  must  be  stamped  on  this  contract. 
Buyers  to  have  the  option  of  taklnc  delivery  free  aloncslde  launches  (with 

liHidlni;  days),  in  which  ciise  prli-p  ici  he  reiluccd  3  f;irthlh[pi  (iil.)   per 

Qiiiiiral. 

U.  Tor  eiieh  ei>nseeiiHve  day  of  delay  In  ilellvery  causeil  by  the  wllers  nfter 
ibe  expiration  of  the  i>erlod  fixed  for  the  total  delivery  of  nitnite  demanded  for 
a  vessel,  they  shall  pay  the  buyers.  In  the  case  of  a  wlcnmer  a  line  of  C  pence 
sierliiiR.  and  In  the  case  of  n  sailing  vessel  H  pence  Kterltn):.  for  each  net  reeis- 
terwi  tun  of  the  loadlnf!  vessel,  and  the  ilelay  must  not  exceed  10  consecutive 
"tayw.  It  the  delay  In  ilellvery  to  tlie  same  stiiamer  or  salllni:  vessel  Is  caused  by 
nwre  than  one  seller,  then  the  total  flni-  shall  be  apportioned  lietween  thcin  pro 
rara  to  the  quantity  that  each  has  failed  to  ship  In  the  stipulated  time.  Thia 
apportionment  and  the  payment  of  the  fine  shall  he  made  day  by  day. 

7.  Any  part  or  the  whole  of  the  nitrate  sold  that  the  buyers  have  not  taken 
ilelivcry  of  within  the  time  ncrccd  upon  in  article  H  shall  be  considered  as  de- 
livered and  as  heine  .storeil  in  the  cusfmly  of  the  sellei's  for  account  i>f  the  buy- 
»TS.  who  shall  request  the  sellers  In  wrllinE  to  name  the  warehouse  In  port 
wliere  ilie  nitrate  is  store*].  Once  the  warehouse  has  been  named  In  wrltln;;  the 
lire  and  otiier  risks  which  may  alTw/t  the  nitrate,  ihe  sultject  matter  of  this  con- 
tract, will  be  for  account  of  the  buyers,  who  ;iinst  also  bear  the  risk  in  case  they 
have  omiltetl  to  ask  in  writing  for  the  warebonse  to  I*  nnnied.  The  risk  shall 
lie  f'lr  »'llera'  account  If  the  nitrate  is  not  in  warehouse,  or  If  no  warehouse  has 
lieeti  named  aft'T  this  hns  been  asked  for  in  writinjr. 

Ipi  the  event  of  loss  by  lire  or  other  force  majeure  of  all  or  part  of  the 
ttrrnle  so  dejinslteil  for  account  and  risk  of  the  buyers,  the  sellers  will  Immeili- 
»tely  notify  tlicm  of  the  fact,  and  will  return  tlicm  -'  .-blllinp'  ami  G  pence  sier- 
lliic  per  quintal,  beinj;  the  iiinivalcut  of  the  e\[Hirl  duty  nnd  ci>st  of  shipment 

Fur  the  whole  or  any  part  of  the  nitrate  not  sbipi>e'l  and  storeil   In  the 
itisroily  of  the  sellers  or  their  a;:cnts.  even  If  not  all  stored  In  the  port  of  ahlp- 
mcnr,  the  buyers  shall  pay  to  the  sellers  tin  Indenuilty  by  way  of  warehouse 
rvnr  sit  the  rate  of  one-half  i»enny  per  quintal  for  ^^•"  *<■■■"  ■■■■">'''  •■"■'  >  nunnr 
Inreach  following  month  until  the  shipment,  even  11 
A  month  beKiin  shall  count  as  a  month  completed. 
more  than  one  vessel,  the  date  on  which  the  deliver] 
and  the  quantity  corresponding  to  It  shall  be  reckoi 
poKs  of  warehouse  rent. 

S.  DnrlDg  shipment  and  b;  mutual  agreement  b 
or  Heir  agents,  average  samples  shall  Ite  drawn,  a 
deKrered  for  the  purposes  of  assay  to  be  made  in 
Fiuer  ft  Soutbward  for  the  sellers,  and  another  by 
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the  mean  o(  these  Bball  be  taken  as  the  final  assay,  provided  that  the  diftflrcDce 
between  them  Is  not  greater  than  1  per  cent.  Should  the  dleffrence  exceed  1 
per  cent,  a  third  assay  shall  be  made  and  the  mean  between  the  two  Dearest 
shall  be  accepted  as  final.  The  cost  of  this  third  assay  shall  be  borne  in  equal 
shares  by  both  parties,  who  will  by  mutual  agreement  nominate  the  assayer. 
The  third  assay  shell  only  be  made  In  tlie  event  of  at  least  one  of  the  two 
first  assays  giving  less  than  05  per  cent 

Should  the  nitrate,  the  subject  matter  ot  this  contract,  be  shipped  In  more 
than  two  steamers  or  sailing  vessels,  the  buyers  shall  pay  to  the  sellers  30 
fibllllngB  for  each  vessel  In  excess  of  two,  for  cost  of  assay,  etc. 

9.  In  the  case  df  the  loss  of  the  vessel before  receiving  the  nitrate, 

the  subject  matter  of  this  contract,  the  buyers  ^hall  provide  anotlier  Teesel  to 
receive  It. 

10.  It  is  hereby  afcreed  that  th«  buyers  appoint  an  agent  to  represent  them 
at  the  port  of  shipment 

11. 

12.  The  nitrate,  the  subject  matter  of  this  contract,  shall  continue  to  be 
the  exclusive  property  of  the  sellers  uutll  the  price  has  been  paid,  and  when 
the  price  la  paid  it  becomes  the  exclusive  property  of  the  buyers,  subject 
always  to  the  stipulations  contained  In  this  contract  In  respect  of  fire,  mari- 
time, or  other  risks  which  may  affect  the  nitrate. 

13.  Without  prejudice  to  the  provisions  of  the  preceding  clauses  In  respect 
of  exceptional  circumstances,  and  especially  the  provisions  of  article  4  In 
respect  of  stoppage  of  shipment  by  strikes,  lockouts,  or  other  fortuitous  causes 
occurring  In  the  port  of  shipment  It  Is  declared  that  the  obligations  of  the 
contracting  partlee  are  also  subordinated  to  force  majeure  in  other  cases  not 
specially  provided  for  In  this  contract  and  if  In  such  cases  delivery  Is  post- 
poned on  account  of  such  force  majeure  all  the  other  obligations  of  this  con- 
tract shall  be  equally  postponed. 

14.  All  dlfterences  or  gucstions  that  may  arise  between  the  contracting 
parties,  except  the  case  provided  for  In  article  2,  shall  be  settled  In  Valpa- 
raiso without  fnrther  recourse  by  amicable  arbitration  and  the  arbitrators 
shall  be  chosen  from  merchants  connected  with  the  nitrate  trade. 

Tile  arbitrators  shall  be  named,  one  by  each  party  and  the  third  In  case 
of  disagreement  by  the  arbitrators  themselves,  or,  in  default  of  agreement,  by 
the  Courts  of  Justice  (Justida  ordtnarla),  In  order  that  the  three  may  form 
a  tribunal  and  decide  conjointly.  To  the  fulfillment  of  the  stipulations  of  this 
contract,  the  parties  thereto  pledge  themselves  with  their  property,  present 
and  prospective. 

Brokerage per  cent 
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Quintals 

Port 

Price 

Amount 

*  1  Bast  Iroia  Avbnuk, 

London,  E.  0..  9, 

Between as  sellera  of  the  one  part,  and as  buyers  of  the  other 

nart  the  followlnB  contract  has  been  agreed  upon,  both  parties  holdlos  them- 
selves mutually  responsible  for  Its  true  hilfillment  even  In  the  event  or  Its 
belnE  transferred  to  a  third  party.  ,  .  i      „*  ja 

1  * Bell  and  buy  the  fixed  quantity  of  quintnls,  of  48 

kllofframs  each,  net  weight,  of  nitrate  of  soda,  arrived  at  by  deduction  of  the 
cnatomhonse  offldal  tare  from  the  gross  weight  

2.  The  nitrate  shall  be  of  current  quality,  sacked  In  good  bags,  aiKl  s^all  be 

deHve^  in  the  port  of alongside  the  vessel  or  vessels  named  by  the 

Juiira  who  shall  have  the  right  to  insist  on  the  use  of  canvas  straps,  or 
SuiiTof  canvas  or  of  net,  which  they  shall  for  this  purpose  provide  for  the 
shiSlng  «I  nltraw-    ^11  n»riUme  risks  shall  be  for  account  of  the  buyera. 
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Any  dlfvntes  on  these  points  dball  be  definitely  settled  at  the  port  of  shipment 
«*^Ei         "  «M»Inted  In  conformltr  with  the  second  paragraph  of  article  14. 

_•  M  P*^"*  "'  ^^  nitrate  shall  be  sterling  per  quintal,  of  the  ley 

oj  96  per  pent.  If  the  ley  of  the  nitrate  shonid  result  less  than  that  stipulated, 
Oie  price  shall  be  reduced  In  conformity  with  the  following  scale  r 

Three  per  cent  for  the  first  unit  under  96  per  cent,  and  In  addition  5  per 
cent  for  each  unit  nndar  96  per  cent  Any  fraction  of  a  unit  shall  be  allowed 
for  proporUonately  to  the  perc^tage  appertaining  to  that  particular  unit.  For 
M«^  quarter  per  cent  or  fraction  of  a  quarter  per  cent  of  salt  which  the  nitrate 
mar  c<w<taln  In  excess  of  i  per  cait  ttie  price  shaH  be  reduce<i  by  1  i>enny, 
4,  The  t-nlneof  the  nitrate,  subject  matter  of  this  contract.  Is  payable  In' Valpa- 

tmlao  on  the  first  weekly  settling  day  after  30  days  from  the ,  lnclu<ilve. 

In  sood  Dltmte  drafts  on  London  at  90  dnys'  slftht  to  the  sntlafnctlon  at 

the  nellera  within  the  classification  of  good  nitrate  drafts  approved  by  the 
lArectorate  of  the  Asocladon  Salltiera  de  Propaganda   and  the  Valpariilso 

Chamber  of  Commerce;  but  In  tlie  eTeut  of  the  total  delivery  of  the  — 

qntntnls,  or  of  that  part  which  corre8|>onds  to  each  vessel.  In  the  cose  of  ship- 
ment to  more  than  one  vessel,  being  completed  before  that  date,  one  of  the  fol- 
lowing conraee  shall  be  adopted  at  the  option  of  the  sellers: 

A.  Bills  of  lading  extended  to  the  order  of  whomsoever  the  buyers  may 
tirect  shall  be  delivered  in  the  port  of  shipment  to  the  buyers  or  their  agents 
In  exchange  for  a  Toncher  given  la  Valparaiso,  whereby  the  buyers  bind  them- 
selves to  pay  the  value  of  the  nitrate  in  that  c)iy  on  the  first  weekly  settling 
day  ocTurrtng  after  delivery  of  the  bills  of  ladlnft. 

B.  BUls  of  lading  extended  to  the  order  of  the  wllers  shall  be  delivered  to 
the  sellers  or  to  tlieir  nRents.  who  will  deliver  them,  duly  Indorseil.  to  the  buyers 
or  their  aRcnts  In  the  port  of  shipment  on  the  next  weekly  settling  day  on 
receipt  of  adTke  that  the  sellers  have  received  payment  In  Valparaiso  of  the 
value  of  the  nitrate.  But  buyers  niay  ask  for  the  Immediate  delivery  In  the 
port  of  shipment  of  the  bills  of  ladhiR  made  out  to  order  of  whomsoever 
tbey  may  direct.  In  which  rase  the  said  documents  will  be  handed  over  on 
receipt  of  advice  from  Vaiparniso  that  payment  of  the  value  of  the  nitrate 
has  been  effected.  Irrespective  of  the  settling  day.  The  Arm  receiving  the 
value  of  the  nitrate  must  tel^raph  advice  thereof  by  the  quickest  route  as 
Hion  as  the  payment  Is  effected.  Sellers  can  eserclse  their  option  to  adopt 
form  B.  before  the  commencement  of  the  period  of  40  days  for  the  delivery  of 
the  nitrate  stipulated  In  the  first  pnrHgroph  of  article  5.  and  if  they  do  not.  It 
is  understood  that  the  delivery  of  the  bills  of  lading  and  the  payment  will  be 
effected  In  accordance  with  form  A. 

The  delivery  of  the  drafts  shall  be  effected  in  conformity  with  the  regula- 
tion HRreed  upon  between  the  Assoclncion  Snlilrera  de  PropOBandn  and  the  Val- 
pnmlso  Chamber  of  Conimerce,  dated  the  28th  of  June  and  1st  of  September, 
I9in.  and  It  Is  expressly  agreed  that  the  details  of  the  drafts  to  he  Issuetl  shall  be 
furnished  not  later  than  6  p.  m.  of  the  day  before  the  date  of  payment,  and 
that  payment  can  not  be  demanded  unless  these  requirements  have  been  oppor- 
tnnely  complied  with. 

If  St  the  expiration  of  the  period  fixed  for  the  payment  delivery  has  not 
been  effected  or  assays  not  made,  payment  shall  none  the  less  he  considered 

doe  for quintal  of  nitrate  of  06  per  cent  ley,  and  the  balance  that  mny 

finally  reanlt  In  pro  or  in  contra  shall  be  adjusted  without  charge  or  allowance 
of  Interest  as  soon  as  the  assays  have  been  completed. 

Without  releasing  the  seller  from  his  llahlltty.  the  hank,  firm,  or  person 
lecelvlng  part  or  the  whole  of  the  amount,  value  of  this  contract,  shall  refund 

Ibe  amomit  corresponding  to  the  reduction  In  price  for  Inferiority  of  ley. 
In  the  event  of  Interruption  of  lending  owing  to  strikes,  lockouts,  or  other 

lortnttmis  cause,  the  buyer  shall  retain  out  of  the  price  20  shillings  and  6 

pwi<^  sterling  for  each  qnlntal  of  nitrate  not 

saw  so  retained  on  the  second  weekly  settlemf 

shipments  following  the  termination  of  the  strl 
In  the  event  of  loading  of  nitrate  in  the 

stopped  by  strikes,  lockouts,  or  other  fortultoi 

fl»7)i  preceding  the  date  on  which  payment  Is  ( 

flause  of  this  article,  such  payment  the  subje* 

he  imatponed  until  the  second  weekly  settlemer 

meiHB  (ollowlnR  the  termination  of  the  strlki 

unless  the  shipment  should  have  been  complete< 

ment  shnll  be  effected  In  conformity  with  the 

rrcOTdlDg  to  the  option  exercised  by  the  sellers 
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5.  Tlie  buyers  shall  be  allowed  a  period  of  40  days  commencing  on  the 

Inc-luBlve  in  wliicli  to  provide  at  tlie  loading  port  a  steamer  or  sulllng 

vessel  to  receive  the  nitrate,  any  delay  or  default  being  for  account  of  tlie 
buyers.  The  agents  or  repreeen  tat  Ives  of  the  buyers  ehnll  give  notice  in  writ- 
ing to  tlie  sellers  or  their  ageutx  of  the  ilay  on  which  the  vessel  will  be  ready 
to  receive  cargo,  and  must  allow  the  eellera,  tn  the  case  of  steamers  the  time 
necessary,  and  Id  the  case  of  sailing  vessels  one  working  day  at  least,  for 
effecting  the  necessary  cuHtomhouse  formalities.  At  the  time  of  giving  this 
iiotirt-  the  buyers  shall  also  give  sellers  as  approsimate  an  Indication  as  posRlbie 
of  llie  quantity  the  ves»iel  will  load.  Sellers  must  deliver  the  nitrate  In  tbe 
quantities  aKlie<l  for  by  the  buyers  up  to  25U  tons  per  each  worlclng  day  or  In 
— — ~  working  days,  reckoned  from  tlie  day  named  by  the  buyers  for  the 
commencement  of  loading  us  silpulste<l  In  tiie  preceiling  paragraph. 

Surf  days  declared  an  such  by  tiie  maritime  governor  or  captain  of  the 
port  of  shipment.  Sundays,  and  all  other  legal  feast  days  or  days  which  may 
b*?  declared  as  such  by  comiwtent  authority,  day.i  of  strike,  lockout,  or  days 
not  available  for  loading  owing  to  fortuitous  causes,  shall  not  t>e  considered  aa 
working  days. 

In  the  case  of  a  sailing  vessel  that  has  not  completwl  the  discharge  of  her 
inwani  cargo,  sellers  must  deilvtr  dally  the  quautliy  of  nitrate  asketl  for  by 
the  buyers  within  the  limit  of  the  dally  quantity  stipulated  by  the  Contract, 
provideil  that  the  ship  Is  ready  to  rec«ive  stilTenlng.  which  can  not  be  l»efore 

—  ■  ■ .  It  Is  understood  that  days  employed  In  supplying  nitrate  for  NtllTenlng 
shall  not  count  as  ley  days. 

The  delivery  of  tiie  nitrate  bought  under  this  contract  can  be  called  for 
simultaneously  witli  that  piirchaseil  uniler  other  contracts  with  the  same  or 
other  sellers  for  the  same  «teanier  or  sailing  vessel,  subject  to  the  customhouee 
reguiatlonit  and  also  subject  to  any  spe<'lal  clause  ruling  In  the  iHirt  of  ship- 
ment, which  clause  must  be  stamped  on  this  contract. 

Ituyers  to  have  the  option  of  taking  delivery  free  alongside  launches  (with 

loading  days).  In  which  case  price  to  be  reduced  3  farthings  (4id.)  per 

quintal. 

G.  For  each  consecutive  day  of  delay  In  delivery  causml  by  the  sellers  after 
the  expiration  of  the  period  fixed  for  tiie  total  delivery  of  nitrate  demanded 
for  a  vessel,  they  shall  pay  tiie  buyers,  In  the  case  of  a  steamer,  n  lltie  of 
C  pence  sterling,  and  In  the  case  of  a  snlllng  vessel  3  pence  sterling  for  each 
net  registereil  ton  of  the  loading  vessel,  and  the  delay  must  not  exceed  10 
consecutive  days.  If  the  delay  In  delivery  to  the  same  steamer  or  sailing 
vessel  is  causeii  by  more  than  one  seller,  then  tlie  total  line  sball  be  appor- 
llonei]  lietween  tliem.  pro  rgta  to  tbe  quantity  that  each  has  fulled  to  ship  in 
tile  stipulated  time.  This  up|Hirtiontnent  and  tile  pnyment  of  the  line  shall  be 
made  day  by  day. 

7.  Any  part  or  whole  of  the  nitrate  sold  that  the  buyers  have  not 
taken  delivery  of  within  the  time  agreed  upon  In  article  5  shall  be  considered 
as  delivered  and  as  being  stored  In  the  custody  of  the  sellers  for  atrcount  of 
the  buyers,  nlio  shall  request  the  sellers  In  writing  to  name  the  warehouse 
In  port  where  the  nitrate  Is  storctl.  (Ini-e  the  warehouse  has  been  named  In 
writing  the  Are  and  other  rinks  which  may  affect  the  nitrate,  the  subject 
matter  of  this  contract,  will  be  for  account  of  the  buyers,  who  must  also 
hear  the  risk  in  case  they  have  omitted  to  ask  In  writing  for  tlie  warehouse 
to  he  nanie<l.  The  risk  sliall  lie  for  sellers'  account  If  the  nitrate  is  not  in 
warehouse,  or  If  no  warehouse  has  iieen  named  after  this  lias  been  asked 
for  In  writing. 

In  the  event  of  loss  by  ^re  or  other  force  majeure  of  all  or  part  of  the 
nllrnte  so  deposited  for  account  and  risk  of  the  buyers,  tiie  sellers  will  imme- 
diately notify  tiiem  of  the  fact,  ami  will  return  them  2  Bhlliings  and  Q  pence 
sterling  per  quintal,  being  equivalent  of  tbe  export  duty  and  cost  of  shipment 
not  incurred. 

For  the  whole  or  any  part  of  the  nitrate  not  shipped,  and  stored  in  the 
custody  of  the  sellers  or  their  agents,  even  if  not  all  storetl  In  the  port  of 
shipment,  the  buyers  shall  pay  to  the  sellers  an  Indemnity  by  way  of  ware- 
liouse  rent  at  tbe  rate  of  one-half  penny  per  quintal  for  the  first  month  and 
1  penny  for  each  following  month  until  the  shipment,  even  if  for  stiffening, 
commences.  A  month  begun  shall  count  as  a  month  completed.  If  the  nitrate 
Is  shipped  In  more  than  one  vessel,  the  date  on  which  the  delivery  to  each 
vessel  commenced  and  the  quantity  corresponding  to  tt  shall  be  reckoned  sepa- 
rately for  the  purposes  o(  warehouse  rrait 
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8,  During  shipment,  anct  by  mutual  ngreemont  bftween  buyers  and  sellers, 
or  th*lr  af^nts.  average  snmpl«»i  sliall  be  drawn  and  sealed  t.nmplea  shall  Imj 
tlellvere<i  for  the  pur|>ost^  «'  iiway  to  be  made  In  Valparaisi),  one  by  Messrs. 

Fraser  &  Southward  for  the  sellers  and  another  by for  the  buyers,  and 

the  nifHii  of  these  shall  be  taten  as  the  flnal  assay,  providnl  that  the  dif- 
tewnt-e  between  them  Is  not  greuler  than  1  per  cent.  Should  the  difference 
eiceed  1  iier  cent,  ii  third  iissay  sliall  be  made,  and  the  mean  lietween  the  two 
Deiirest  shall  be  accepted  an  final.  The  cost  of  this  third  assay  shall  be  bonie 
in  equal  sharps  by  both  parties,  who  will  by  mutual  agreement  nominate  the 
assayer.  The  third  assay  shall  only  be  made  In  the  event  of  at  least  one  of  the 
two  first  assays  giving  less  than  06  per  cent, 

Shuuht  the  nitrate,  the  subject  matter  of  this  contract,  be  shipped  In  more 
than  two  stenn>ers  or  sailing  vessels,  the  buyers  shall  pay  to  the  sellers  30 
shillings  for  each  vessel  In  excess  of  two,  for  cost  Of  assays,  etC- 

9.  lu  the  case  of  the  loss  of  tiie  vessel  lieCore  receiving  the  nitrate 

the  subject  matter  of  this  contract,  the  buyers  shall  provide  another  vei^iei  u» 
receive  It. 

10.  It  Is  hereby  iigreetl  that  the  buyers 'appoint  iin  agent  to  represent  them 
at  the  port  of  shipment 

li  Tiie  i}itrate,  the  subject  matter  of  the  contract,  shall  continue  to  be  the 
exclusive  pr<>perty  of  the  sellers  until  the  price  has  been  paid,  and  when  the 
price  ts  paid  it  becomes  the  exclusive  property  of  the  buyers,  subject  always  to 
the  stipulations  contained  in  this  contract  In  respect  of  Are,  murltinie,  or  otiier 
risk*  which  may  affect  the  nitrate, 

13.  Witliout  prejudice  to  the  provisions  of  the  preceding  clauses  In  respect 
nt  ejcepiional  circumstances,  and  especially  the  provisions  of  Article  IV,  in 
r«i|i«i  of  stoppage  of  shipment  by  strikes,  lockouts,  or  other  fortuitous  causes' 
iKcnrring  In  the  port  of  shipment,  it  is  declared  that  the  obligations  of  the 
cuntmcting  parties  are  also  subordinated  to  force  majeure  In  other  cases  not 
t'^qJ«lialiy  provided  for  In  this  contract ;  and  if  in  stich  cases  delivery  is  post- 
poiied  on  account  of  such  force  majeure  all  the  other  obligations  of  this  contract 
«hall  be  equally  postponed. 

14.  All  dilTereuces  or  questions  that  may  arise  between  the  contracting  par- 
lies except  the  case  provided  for  in  article  2,  shall  be  settled  in  Valparaiso 
«1thuut  further  recourse  by  amicable  arbitration,  and  the  arbitrators  shall  be 
clhisea  from  nterchants  connected  with  the  nitrate  trade. 

The  arbitrators  shall  be  named,  one  by  each  party  and  the  third,  in  case  of 
disagreement,  by  the  arbitralors  themselves,  or,  In  default  <if  agreement,  by 
the  courts  of  Justice  (justlcia  ordlnarla).  In  order  that  the  three  may  form  ii 
irihunal  and  decide  conjointly.  To  the  fuinilment  of  the  stipulations  of  this 
contract,  the  parties  thereto  pledge  themselves  with  their  property,  present  and 
prospective. 

Btvkerage, per  cent. 

Mr.  Graham,  Yes ;  during  the  war.  At  the  close  of  the  war  we 
had  very  considerable  stocks  of  nitrate  stored  over  the  country  in 
Tirious  places, 

Maj.  HuNTEH.  If  my  memorv  .serves  me  rightly,  we  had,  of  sodium 
nitrate,  360,000  tons. 

Mr.  Graham.  Three  hundred  and  sixty  thousand  t«ns? 

make  a 


Ai  figure 
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Maj.  HcNTZB.  Scattered  under  the  direction  of  the  Field  Service 
at  the  various  storage  depots.  I  can  not  give  you  the  exact  location 
of  it. 

Mr.  Graham.  Now,  for  instance,  there  is  a  large  amount  of  it  at 
the  Rock  Island  Arsenal. 

Lieut.  Col.  Hawkins.  The  nitrate  of  soda  is  being  shipped  into 
Savannah,  which  is  across  from  Rock  Island,  for  storage,  but  it  is 
now  scattered  in  the  Gulf  and  south  Atlantic  ports.  We  are  getting 
it  into  Savannah  as  fast  as  we  can. 

Mr.  Graham,  You  say  there  is  850,000  tons 

Ma]*.  Hunter  (interposing).  Three  hundred  thousand  tons  for 
reserve. 

Mr.  Graham.  But  there  was  350,000? 

Maj.  Hdnter.  Three  hundred  and  sixty  thousand  in  round  figures. 

Lieut.  Col.  Hawkins.  I  would  like  to  verify  that.  We  sold  an 
enormous  quantity  of  it  for  fertilizer  and  turned  over  an  enormous 
quantity  to  the  Department  of  Agriculture 

Mr.  Graham  (interposing).  Since  the  armistice! 

Lieut.  Col.  Hawkins  (continuing).  Under  the  direction  of  the 
Director  of  Sales,  Mr.  Hare. 

Mr.  Graham.  Do  you  know  what  price  was  fixed  on  the  nitrate  of 
-soda  you  had  that  was  sold  for  fertifizer! 

Maj.  Hdnter.  I  have  the  right  figures  on  that  and  can  give  you  a 
report. 

Mr.  Graham.  You  do  have  the  figures  f 

Maj,  Hunter.  Yes.  The  amount  that  is  in  war  reserve,  the 
amount  turned  over  to  the  Department  of  Agriculture,  and  the 
amount  that  was  sold  commercially  through  our  agencies  for  fertili- 
zer. To  the  Department  of  Agriculture  we  turned  over  124,573  short 
tons. 

Mr.  Graham.  When  did  you  turn  that  over? 

Maj.  Hunter.  Since  the  signing  of  the  armistice.  To  domestic 
service,  94,950  short  tons;  and  our  Army  reserve  instead  of  300,000 
tons — I  misquoted  it  before — is  336,000  short  tons. 

Mr.  Graham.  Then  you  had  more  than  you  first  estimated? 

Maj.  Hunter,  And  we  had  in  Chile  to  our  account,  which  had  not 
}et  been  shipped,  122,000  short  tons.  This  is  in  a  table  which  has 
already  been  furnished  you. 

Mr.  Graham.  How  many  thousand  tons  does  that  aggregate  f 

Maj.  Hunter.  703,523  short  tons. 

Mr.  Graham.  You  mean  of  2,000  pounds? 

Maj.  Hunter.  Yes,  sir. 

Mr.  Graham.  Major,  if  it  took  a  pound  and  a  half  of  nitrate  of 
soda  to  make  a  pound  of  powder  tlion,  at  the  close  of  the  war  we  had 
enough  to  make,  according  to  my  computation,  938,030,666  poundH 
of  powder. 

Maj.  Hunter.  If  it  were  used  for  making  smokeless  powder  only ; 
but  the  consumption  of  nitric  acid  or  other  high  explosives  such  as 
T.  N,  T.  and  picric  acid  were  all  very  high. 

Mr.  Graham.  Did  you  use  this  sodium  nitrate  for  making  nitric 
acid  exclusively? 

Maj.  Hunter.  Of  course,  there  were  certain  amounts  of  that — ^>'ou 
had  to  keep  up  the  fertilizer  trade  in  that  right  straight  along,  but 
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)  certsin  amount  of  the  nitrate  imported  was  furnished — I  do  not 
know  the  allocations,  I  do  not  know  the  percentage  of  our  importa- 
tions during  tlie  war  that  was  allocated  to  the  fertilizer  trade.  We 
had  to  give  up  a  certain  quantity  to  the  manufacturer  of  commercial 
eiplofives  for  mining  powder  and  things  of  that  kind;  a  certain  per- 
centage went  into  nitric  acid  which  went  into  the  manufacture  of  am- 
monium nitrate  which  went  into  diphenylamine,  which  is  the  sta- 
bihier  in  smokeless  powder.  Nitric  acitf  went  into  tetryl  which  is 
the  booster  material,  all  lar^  consumers  of  nitric  acid.  The  small- 
est percentag©  of  any  perhaps  went  into  the  composition  of  smokeless 
powder. 

Mr.  Graham.  Why  did  anyone  during  the  war,  if  you  know,  ex- 
()refs  doubt  about  our  being  able  to  get  sodium  nitrate  from  Chile  ^ 

Ma}.  Hunter.  If  the  submarine  warfare  had  been  successful,  it 
would  have  cut  off  our  supply.     We  were  depending  upon  importa- 
tions- 
Mr.  Graham.  How  did  we  import  it,  on  the  western  coast!    We 
hid  ships  on  the  western  coast,  I  suppose  f 

ilaj.  Hunter.  Then  you  would  nave  your  long  overhaul.  Most 
dl  of  it  was  on  the  Atlantic  seaboard. 

Lieut  Col.  Hawkixs.  Through  the  Panama  Canal  in  all  sorts  of 
old  tubs. 

Maj.  Hunter.  I  do  not  think  there  were  any  receipts  on  the  west- 
ern coast  that  I  know  of. 

Mr.  Graham.  If  the  submarine  warfare  had  succeeded  enough  to 
hiTe  cut  off  the  importation  of  merchandise,  would  it  not  also  have 
cut  off  the  exportation  of  men  from  this  country  to  Eurc^t 

Maj.  Hunter.  If  they  could  have  cut  off  our  supplies  it  would 
hire  done  no  good  if  we  could  have  sent  men  to  the  other  side. 

Mr.  Graham.  There  was  no  more  likelihood  of  their  cutting  off 
our  supplies  than  of  their  cutting  off  our  shipment  of  men  to  the 
oUier  sidet 

Mftj.  Hunter.  The  probabilities  are  that  they  could  cut  off  our 
shipment  of  supplies  easier  than  they  could  the  shipment  of  troops, 
tor  the  reason  that  our  troop  ships  were  convoyed. 
Mr.  Graham.  Could  you  not  convoy  the  nitrate  steamers? 
Maj.  Hunter.  It  would  take  a  vast  naval  force  to  take  care  of  all 
of  those  things,  though,  and  most  of  our  importations,  as  Col. 
Htwkens  has  stated,  were  in  any  old  kind  of  a  sailing  vessel  or 
stMiner,  or  tugboat  that  we  could  get  hold  of. 

Mr.  Graham.  With  the  increased  shipping  program,  if  it  had 
turned  out  the  way  you  figured,  there  would  have  been  ample  ships 
to  pot  in  there  to  have  taken  care  of  that,  would  there  not!  In 
other  words,  what  was  the  use  in  all  this  immense  nitrate  program 
you  were  undertaking  in  this  country  at  Muscle  Shoals  and  else- 
wheie  to  build  a  large  amount  of  nitrate  producing  plants?  Was 
tbeteever  a  time  that  our  supply  of  nitrate  from  Chife  was  imperiled 
in  any  way  that  you  know  of  i 

Ma].  Hunter.  Only  by  the  appearance  of  the  submarine  activities 
on  our  coast'showed  that  they  were  liable  at  any  time  to  stop  it.  I 
do  not  think  it  has  ever  been  interfered  with. 

Mr.  Graham.  Why  was  it  necessary  to  bring  ships  through  the 
Finama  Cuial  and  up  the  east  side? 
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Maj.  Hunter.  Our  activities  requiring  sodium  nitrate  were  on 
this  side  of  the  continent. 

Mr.  Graham.  But  there  were  railroads,  were  there  not? 

Mai.  Hunter.  But  the  railroad  situation  was  pretty  well  con- 
gested. Our  movements  across  the  continent  would  have  consumed 
a  considerable  length  of  time.  I  am  not  familiar  with  the  reason 
why  those  shipments  were  made  to  the  western  coast.  It  could;  I 
should  say  it  could  have  been  done. 

Mr.  Graham.  To  what  port  were  these  ships  coming^ 

Maj.  Hunter.  Charleston— a  great  many  ships  unloaded  right  at 
the  Du  Pont  wharf. 

Mr,  Graham.  It  was  cheaper  for  them  to  get  it  that  way? 

Maj.  Hdntbb.  They  would  import  their  own  that  way, 

Mr.  Graham.  Yes.  Was  not  that  the  secret  of  the  reason  they 
were  shipping  it  up  the  east  coast,  because  it  was  cheaper? 

Maj.  Hunter.  I  imagine  it  would  be  cheaper.  I  do  not  know 
whether  the  marine  insurance  on  account  of  the  danger  would  be 
prohibitive  or  not. 

Mr.  Graham.  Nitrates  landed  at  Los  Angeles  would  have  a 
straight  line  of  railroad  across  the  country,  would  they  not? 

Maj.  Hunter.  Yes, 

Mr.  Graham.  Were  all  our  powder  manufacturing  plants  on  the 
Atlantic  coast? 

Maj.  Hunter.  All  on  the  Atlantic  coast.  East  of  the  Rocky 
Mountains.    I  will  put  it  that  way. 

Mr.  Graham.  I  think  that  is  all  I  want  to  ask.  Mr.  Jefferis,  have 
you  any  questions? 

Mr.  Jbffeeis.  When  was  this  calculation  made  of  smokeless  pow- 
der, when  England  was  to  have  42,000,000  pounds? 

Maj.  Hunter.  I  do  not  know  the  exact  date;  I  have  not  got  that 
with  me.  The  estimate  on  which  the  figures  I  have  given  you  were 
dated  December  1,  1917.  That  is  before  the  1918  production.  It  is 
a  result  of  that  bdard  about  which  Gen.  Williams  has  just  testified 
that  the  determination  was  made  as  to  the  requirements  and  the 
amounts  that  would  probably  be  necessary. 

Mr.  Jefperis,  Then,  as  I  understand  it,  that  allocation  was  made 
December  1,  1917,  and  was  to  be  for  the  year  ending  December  1, 
1918. 

Maj.  Hunter,  Well,  it  was  to  consume  from  January  1,  1918, 
to  December  31,  1918? 

Mr.  Jefferis.  That  allocation,  as  I  remember,  was  2,000,000  to  Bel- 
gium, 42,000,000  to  England  or  Britain,  159,000,000  to  France, 
82,000,000  to  Italy,  71,000,000  pounds  to  the  Navy  and  230,000,000 
pounds  to  the  Army  of  the  United  States? 

Maj.  Hunter.  Yes,  sir. 

Mr.  Jefferis.  Did  we  succeed  in  fulfilling  that  program  or  not? 

Maj.  Hunter.  I  will  say  that  at  no  time  was  there  a  Mortage.  The 
early  productions  for  the  year  1918.  T^e  total  production  from  the 
time  of  our  entrance  into  the  war  was  344,987,0CiO  pounds. 

Mr.  Jefferis.  That  is  all  of  the  United  States? 

Maj  Hunter.  That  is  the  whole  United  States,  and  that  would 
more  than  cover  this. 
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Mr.  Jefferis.  That  would  be  the  total  production  of  the  United 
Slates  from  the  declaration  of  war  on  the  part  of  the  .United  States 
to  what  time  f 
Maj.  HtTNTEH.  To  July  1  of  this  year. 
Mr.  Jefferis.  Of  1919? 

Maj.  Hdnteb.  Yes,  sirj  at  the  time  this  report  was  rendered  to 
your  committee  about  which  I  have  just  spoken. 

Mr.  Jefferis.  That  would  figure  up  that  the  production  for  the 
Tear  in  the  United  States  would  be  about  536,000,000  pounds^taking 
lie  sum  of  these  figures  you  have  given. 
Maj.  Hunter.  Yes,  ^r. 

Mr.  Jefferis.  Do  you  know  what  portion  of  the  powder  that  was 
■diially  used  by  France  was  included  in  that  159,000,000? 
Maj.  Hunter.  I  do  not  quite  understand  your  question, 
Mr.  Jefferis.  Did  France  use  more  than  that  or  less  than  that  in 
her  operations ! 

Maj.  Hunter.  That  I  can  not  tell  you.    In  addition  to  her  share, 
as  allocated  to  her  under  private  contract  between  herself  and  the ' 
manufacturers,  we  sold  to  the  French  19,556,556  pounds. 
Mr.  Jefferis.  That  was  out  of  our  share? 
Maj.  HuNTEH,  Yes,  sir;  out  of  our  share. 

Mr.  Jefferis.  Then  the  United  States  needed  for  the  Army  and 
XavT  for  the  year  from  January  1,  1918,  to  January  1,  1919,  about 
300.000,000  pounds! 
Maj.  HtTNTER.  Yes,  sir. 

Mr.  Jefferis.  Of  course,   we   did   not   use   anywhere   near  that 
amount,  did  we  ? 
Mr],  Hunter.  ?fo,  sir;  we  had  a  surplus  at  all  times. 
Mr.  Jefferis.  Do  you  know  how  much  the  Xavy  did  use? 
Maj.  Hunter.  I  have  no  figures  on  the  Xavy ;  no,  sir. 
Mr.  Jeitehis.  So  we  had  practically  at  least  200,000,000  pounds  on 
hand  at  the  time  of  the  signmg  of  the  armistice? 
Maj,  Hunter,  Yes,  sir. 
Mr.  jEFtXRis,  That  is  all. 

Mr,  fiARRETT.  Do  vou  know  the  difference  in  the  distance  from 
Chile  up  the  Atlantic  coast  to  Norfolk  and  up  the  .Pacific  const 
to  Los  .\npeles! 

Mbj.  Huntek.  I  have  only  got  it  in  my  mind's  eye  from  my  map, 
but  I  couUI  not  tell  you  in  miles. 
Mr.  Garrett,  Weil,  is  it  a  much  shorter  distance? 
Maj.  Hunter.  It  is  a  much  shorter  distance. 
Mr.  Oarrett.  All  of  1,200  or  1,500  miles,  is  it  not ! 
Maj.  HuxTEB.  Yes,  sir. 

Mr.  fiRAHAsr.  1  wish  you  would  send  us  down  these  minute.^  th;it 
voii  bnve,  because  we  may  want  to  make  some  statements  about  this 
m  tiie  Hoiis^e  nnd  we  would  like  to  have  this  information  available 
gboul  the  shipments  abroad  and  about  the  importations  of  nitrates. 
Those  thinfjs  are  very  desirable. 

Maj.  HuNTEB.  The  only  thing  I  can  give  yon  on  overseas  ship- 
ments of  powder  would  Be  that  which  went  through  the  Ordnance 
Department.  As  regards  shipments  of  powder  from  private  manu- 
tacture^^  on  allied  account  I  would  have  to  get  that  infonnation  iioa> 
other  sources.    I  will  endeavor  to  get  that  for  you. 
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Mr.  Graham:.  By  ordnance  shipments  do  you  mean  material  that 
came  from  your  own  establishment? 

Maj.  Hunter.  No;  I  mean  companies  during  1918  were  all  under 
control  of  the  United  States  Government. 

Mr.  Gbaiiah.  So  that  all  powder  came  through  the  Ordnance  De- 
partment during  that  year? 

Maj.  Hcra-'TER.  Yes. 

Mr.  Gb&ham.  That  will  be  sufficient.  That  will  give  us  an  idea 
of  whyt  was  being  sent  overseas  and  what  was  being  used  and  so  on. 
We  are  especially  concerned  about  this  nitrate  situation.  We  want 
to  know  about  that. 

Maj.  Hunter.  I  can  give  you  that  veir  easily. 

Mr.  Graham.  I  think  that  is  all.  We  will  adjourn  at  this  point 
and  take  a  recess  until  2  o'clock. 

(Whereupon,  at  12.45  o'clock  p.  m.,  a  rece.'^s  was  taken  until  2 
o'clock  p.  m.) 

AFTER    RECESS, 

The  committee  resumed  its  session  at  2  o'clock  p.  m.  pursuant 
to  the  taking  of  recess. 

TESTIHONT  OP  WnXIAH  B.  ORAY,  FOEMEELY  HATOB, 
CONSTRUCTION  DIVISION,  TTNITEI)  STATES  ABHY. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr,  Graham.  Maj.  Gray,  you  were  formerly  in  the  military 
service,  were  you  ? 

Mr,  Gray.  Yes,  sir. 

Mr,  Graham.  For  what  period  were  jou  in  the  service? 

Mr.  Gray,  I  was  in  for  19  months,  I  was  commissioned  in  Sep- 
tember, 1917,  and  went  into  the  active  service  in  December,  1917. 
I  was  discharged  July,  1919. 

Mr.  Graham.  What  department  were  you  commissioned  in  ? 

Mr.  Gray.  I  was  commissioned  in  the  Engineers. 

Mr.  Graham.  What  was  your  rank? 

Mr.  Gray.  Major. 

Mr.  Graham.  During  the  whole  period  of  your  service? 

Mr.  Gray.  Yes,  sir. 

Mr.  Graham.  Where  was  your  home  before  you  went  into  the 
service  ? 

Mr.  Gray.  My  home  at  the  time  I  went  into  the  service  was  New 
Rochelle,  N.  Y. 

Mr.  Graham.  What  was  your  business? 

Mr,  Gray.  Enf^neer  and  contractor, 

Mr.  Graham.  Were  you  employed  in  that  business  before  you 
went  into  the  service? 

Mr,  Gray.  Yes,  sir. 

Mr.  Graham.  How  long? 

Mr.  Gray.  Twenty-five  years;  ever  since  I  left  college,  I  have 
never  been  in  any  other  business. 

Mr.  Graham.  Did  you  receive  a  technical  education? 

Mr.  Gray.  Yes,  sir. 

Mr.  Graham.  What? 
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Mr.  Gray.  In  the  technical  department  of  the  Delaware  College, 
State  of  Delaware. 
Mr.  Gbabam.  What  is  your  age? 
Mr.  Gray.  I  am  49. 

Mr.  G&AQAH.  How  did  you  happen  to  get  into  the  military 
serrice? 

Mr.  Gkay.  I  made  application  in  1916  to  the  Officers'  Reserve 
Corps  and  was  commissioned  then,  and  those  commissions  were 
irithdr&wn;  and  before  war  was  declared  I  saw  it  coming,  and  I 
offered  my  services  again,  and  I  was  ordered  for  examination,  I 
think  it  was  in  May,  after  tlie  war  was  declared,  to  a  board  of 
kxmy  officers  in  New  York  City,  and  I  went  there  and  was  examined, 
ud  then  they  sent  me  for  physical  examination  again  in  July,  and 
Iben  my  commission  came  in  September. 
Mr.  Graham.  September,  1917! 

Mr.  Gray.  September,  1917  j  and  it  came 

Mr.  Graham.  In  the  meantime  had  you  been  working 

Mr.  Gray  (interposing).  Yes. 
Mr.  Grabah  (continumg).  For  the  Government ! 
ib".  Gray.  No;  I  never  worked  for  the  Government;  no,  sir.     I 
WIS  actively  engaged — my  office  was  No.  2  Rector  Street.  Kew  York, 
uid  I  was  actively  engaged  in  business,  and  I  cleaned  up  all  the 
contracts  I  had,  and  sold  my  oiBce  furniture  and  reported  for  duty. 
1  gave  op  all  my  business. 
Mr.  Graham.  What  sort  of  engineering  work  had  you  done? 
Mr.  Gray,  Why,  in  the  last  10  or  12  years  I  have  done  some  very 
heayv  work.     I  built  the  Marysville  yards,  at  Marysville,  Pa,,  for 
the  Pennsylvania  Railroad,    I  was  in  charge  of  that  work  for  the 
ttmtnictor;  the  contractor  was  H.  S.  Kerbaugh  (Inc.).    That  was  a 
job  involving  about  $2,000,000.    I  completed  the  Rockville  Bridge, 
which  is  the  longest  arch  bridge  in  the  world :  it  is  a  mile  long.    And 
then  I  had  change  of  the  construction  of  the  Enola  freight  yards 
of  the  Pennsylvania  Railroad.    That  involved  $7,000,000  or  $8,000,- 
000.  Then  on  the  completion  of  that  yard  I  had  charge  of  the  low- 
mde  freight  line,  16  miles  of  the  low-grade  freight  lines  for 
toe  same  contractors  for  the  Pennsylvania  Railroad ;  that  work  cost 
^ut  a  million  dollars  a  mile;  it  was  practically  all  rock  excava- 
tion.   On  the  Enola  yards  I  had  32  steam  shovels  and  5,500  men; 
125  locomotives. 
Mr,  Graham,  So  that  you  were  a  practical  engineer? 
Mr.  Gray.  Yes,  sirj  a  constructor;  my  engineering  has  been  more 
cODStracting  than  designing. 

Mr.  Graham,  About  your  work,  had  you  become  pretty  well  con- 
Tersant  with  explosives  and  their  nature? 

Mr.  Geay.  Yes;  my  work  was  largely  rock  work  which  required 
the  handling  of  high  explosives  in  large  quantities. 

Mr.  Gb-abam.  Well,  when  you  went  in 
work  did  they  assign  you  to? 

Mr,  Gray.  Well,  they  assigned  me  first 
master  at  the  Middletown  Ordnance  Depc 
Mr.  Graham,  How  long  were  you  there  ^ 
Mr,  Gray,  From  March  until  September 
Mr,  Graham.  And  then  what  did  you  dc 
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Air.  Gray.  And  then  I  was  ordered  from  there  as  the  constructing 
officer  on  the  Marl  in- Rockwell  plant  at  Etelaware  City.  Del. 

Mr.  Graham,  Did  you  go  there  at  once? 

Mr.  Gray.  I  went  there  under  particular  instructions  in  the  early 
part  of  September;  that  is,  from  the  1st  to  the  3d. 

Mr.  Jeffbies.  That  is  1918? 

Mr.  Gray,  Yes;  September,  1918.  My  special  order  came  trans- 
ferring me  there  on  the  9th  of  September. 

Mr,  Gr.viiam.  Who  did  you  get  that  order  from? 

Mr.  Gray.  That  order  came  from  The  Adjutant  General, 

Mr.  (iraham.  And  then  did  you  report  in  Washington? 

Mr,  Gray.  No;  I  did  not  report  in  Washington.  I  rejwrtod  at 
the  site  at  Delaware  City. 

Mr.  Graham.  Did  \oii  go  there  at  once? 

Mr.  Gray.  I  went  tliere  at  once ;  yes. 

Mr.  Graham.  When  you  first  went  there  who  did  you  see? 

Mr.  Gray.  I  saw  a  man  that  had  been  manager  for  Marlin-Rock- 
■well  Loading  Co.,  his  name  was  Ru.ssell;  he  told  me  that  he  had 
just  been  commissioned  as  a  captain  in  the  Ordnance  Department. 

Mr.  Graham.  When  you  got  there,  was  he  in  uniform? 

Mr.  Gray.  He  was  not  in  uniform ;  no,  sir. 

Mr.  Graham.  Do  you  know  whether  he  had  any  relatives  working 
in  the  War  Department  elsewhere? 

Mr.  Gray.  I  understand  that  his  brother  was  at  that  time  secre- 
tary to  the  Assistant  Secretary  of  War,  Mr.  Crowell. 

Sir.  Graham.  Did  he  tell  you  how  long  since  he  had  been  com- 
missioned? 

Mr.  Gray.  He  told  me  he  had  been  commissioned.  I  think,  he 
said  a  week  or  10  days. 

Mr,  (Jraham,  Tell  us  that  conversation,  as  you  remember  it,  that 
you  had  with  this  man  Russell. 

ilr.  Grav.  Why,  lie  told  me  that  he  was — that  I  was  a  week  too 
late  in  coming  there  to  take  cliarge  of  the  Marlin-Kockwell  plant; 
that  at  a  conference  in  Washington  it  had  been  decided  not  to  turn 
the  Marlin-Rockwell  over  to  the  Construction  Divi.sion;  that  he 
would  advise  me  to  return  to  Harrisburg,  and  that  I  was  under  a 
misapprehension  and  that  his  advice  was  that  I  go  back  to  Harris- 
burp,  I  told  him  I  was  under  military  orders  and  I  would  not  go 
back  to  Harrisburg  until  the  older  came  from  the  right  authority 
to  send  me  back,  and  then  lie  stated  that  he  had  resigned  as  manager. 

Mr,  Graham,  Manager  of  what? 

Mr,  Gray,  Manager  of  the  Marlin-Rockwell  loading  plant,  and 
was  going  to  leave  that  day  for  Washington  to  assume  his  duties  as 
a  captain  in  the  Ordnance,  and  I  found  his  successor.  Mr.  Mon-ow, 
had  succeeded  him  as  engineer  and  manager  for  the  Marlin-Ro.kwell 
Loading  Co. 

Mr.  Graham.  Well,  did  he  make  any  more  statements  after  the 
one  you  have  stated  about  you  leaving  there,  or  anything 

Mr.  Gray  (interposing).  Well,  he  was  very  insistent  that  I  should 
not  take  charge:  that  the  Constru-tion  Division  had  no  authority 
tliere. 

Mr.  Graham.  Did  he  make  any  threats,  or  anything  that  you  con- 
sidered as  threats? 
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Mr,  Ghay,  No;  I  would  not  say  that  he  made  any  threats.     He 
only  waDte<l  to  advise  me  and,  as  he  said,  save  me  the  humiliation 
of  iWinp  ordered  back  to  Harrisburg.    I  did  not  see  it  that  way. 
Mr.   Graham.  You  stayed  there^ 
Mr,  (Irav.  I  staved  tliere. 

Mr.  Graham.  Did  he  leave  there  soon  afterwards? 
Mr,  Gray,  He  left  that  day,  and  I  have  never  seen  him  after- 
wanls, 
Mr.  GR-^HAM,  Up  to  that  time  had  he  had  charge? 
Mr.  (iRAY.  He  had  charge  of  the  Marlin-Rockwell  plant. 
Mr.  Graham.  You  mean  of  the  loading  plant? 
Mr,  Gray.  Of  the  loading  plant.     Of  course,  there  was  no  plant 
there,  but  he  had  charge  of  the  operations.    He  was  the  manager. 

Mr.  Graham.  Now,  when  you  went  down  there  did  you  take  any 
men  with  youj 

Mr.  Gray.  I  took  with  me  a  complete  organization  of  engineers 
and  inspectors ;  the  bookkeeping  and  auditing  department ;  I  took 
them  and  three  military  officers:  Capt,  H,  A,  Douglass,  who  had 
contmand  of  the  police  and  fire  protection  and  the  sanitary  division 
of  (he  camp ;  Capt.  L,  A,  Moore,  who  is  what  is  known  as  executive 
officer  for  ine — he  had  charge  of  the  property  on  the  work — he  was 
the  property  officer;  and  Capt.  (or  lieutenant  at  that  time)  Elwood 
.\very:  he  was  afterwards  promoted  to  be  captain. 

Mr.  Graham,  How  many  men  altogether  did  you  take  out  there 
with  you? 
Mr.  Gray.  Did  I  take  with  me? 
Mr,  Graham,  Yes;  about  how  many? 

Mr.  Gray.  They  are  listed  in  here  [referring  to  a  letter  file] ;  I 
think  I  took  approximately  200  Government  employees,  including 
the  police  force. 

Mr,  Graham,  Were  there  some  members  of  the  police  and  fire 
departments  ? 

Hr,  Gray,  In  that?     Yes;  I  took  the  fire  department  and  police 
department  there  and  dismissed  the  police  force  that  I  found  there. 
Mr,  Graham.  Was  that  under  orders? 
Mr,  Gray,  Under  orders  from  Washington,  you  mean? 
Mr,  Graham,  Yes. 

Mr.  Gray.  No,  sir ;  the  police  were  Government  employees  at  the 
Middletown  ordnance  depot,  and  as  that  was  turned  over  to  the 
Ordnance  Department  and  was  being  policed  by  soldiers  tjiese  men 
were  free,  and  it  was  one  of  our  instructions  that  we  could  permit 
the  contractor  to  police  the  job  with  his  employees  or  we  could  em- 
ploy our  own  police,  and  I  thought  it  was  better  to  have  the  physical 
force  on  the  job  than  to  let  somebdy  else  have  them,  so  I  interpreted 
my  orders  to  give  me  the  police  force. 

Mr.  Graham.  Well,  when  you  got  down  there  did  you  meet  with 
my  opposition  aside  from  what  you  have  already  spoken  of  about 
discharging  the  force  there  and  employing  your  own  ? 

Mr.  Gray.  Yes;  I  had  opposition,  antTno  cooperation  whatever 
from  the  Marlin-Rockwell  Co.  or  the  F.  T,  Ley  Co.  when  I  went 
there,  for  the  first  30  days, 

Mr.  Gkaham.  Did  they  resist  your  taking  possession  and  J 
your  force  on  !  " 
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Mr.  Gkat.  They  did  not  resist  it  in  a  phi^sical  way,  but  tbey 
discussed  it  with  me  and  protested  against  it,  and  said  that  it 
was  their  function  as  Qovernment  agents  to  employ  all  the  em- 
ployees on  the  work;  it  was  their  function  to  audit  the  accounts, 
their  function  to  pay  off  the  men  and  fix  the  rate  of  pay  and  fur- 
nish the  guards  and  do  everything  there  was  to  do,  and  my  duties 
were  simply  to  be  t^ere  as  disbursing  otBcer,  and  that  they  did  not 
think — they  wanted  to  protest  against  my  assuming  the  authority 
that  I  did.  I  had  instructions  from  the  Construction  Division  to 
take  full  charge  of  that  work.  I  was  responsible  in  the  written  in^ 
;)tructions  to  constructing  quartermasters  to  be  the  authority  on  that 
work.  I  was  disbursing  officer,  but  I  was  combined  disbursing 
officer  and  constructing  ^cer,  so  I  exercised  bo^  functions  on  that 
work.  The  police  force  that  we  found  there  was  a  disorganized  un- 
uniformed,  undisciplined  force.  You  could  not  distinguish  a  police- 
man from  any  other  employee  on  the  work,  and  they  got  dnink  and 
they  held  up  the  men  and  robbed  them;  held  up  the  workmen  at 
night  after  they  would  draw  their  pay  before  I  got  my  force  there. 
It  was  several  weeks  before  I  got  my  force  in  there  so  that  I  could 
turn  over  the  ordnance  depot  to  the  military  police.  I  brought  the 
police  force  there  on  Sunday  afternoon  without  any  notice  and  took 
It  over.  And  then  we  gave  these  other  men  a  physical  examination, 
and  those  that  could  qualify  or  had  some  standmg  in  the  community 
or  had  somebody  to  vouch  for  them  were  reemployed,  a  few,  and 
the  others  were  paid  off,  and  some  of  them  went  to  work  on  the 
works,  and  most  of  them  left.  There  were  several  gunmen  from 
New  York  City  in  the  force. 

We  had  an  ex-inspector  of  the  New  York,  police  force  there  in 
plain  clothes,  and  he  identified  these  men  and  we  turned  over — we 
arrested  some  and  sent  them  over  to  New  York,  and  some  went  to 
Philadelphia  and  were  tried  for  their  crimes;  some  were  tried  in 
Delaware,  but  we  got  them  off  of  our  force.  The  police  that  we  had 
had  either  been  honorably  discharged  from  the  United  States  Army 
or  from  the  State  Constabulary  of  Pennsylvania,  were  known,  brought 
letters  of  character  with  them  and  stood  a  physical  examination.  Capt. 
Douglass  had  been  a  noncommissioned  officer  in  the  United  States 
Army  in  the  Philippines  and  occupied  a  State  position  in  Pennsyl- 
vania when  he  was  commissioned,  and  some  of  those  men  he  had 
personal  knowledge  of  them,  and  he  was  a- disciplinarianj  and  had  a 
very  efficient  force.  We  divided  the  force  between  policemen  and 
firemen. 

Mr.  Graham.  I  will  ask  to  be  excused  a  few  moments;  Mr.  Jef- 
feries,  will  you  proceed  with  the  examination? 

Mr.  Jefferis.  Go  on  with  this  police  force. 

Mr.  Gray.  Well,  that  is  about  all  that  I  can  say. 

Mr.  Jeftebis.  When  did  you  take  that  police  force  in  for  the  Gov- 
ernment? 

Mr.  Gray.  I  took  my  police  force  in  there.  I  think,  in  the  latter 
part  of  September.  I  went  in  there  early  in  September  and  took 
them  in  tliere  in  the  latter  part  of  September. 

Mr.  Jefferis.  And  you  say  the  police  force  that  were  on  there  prior 
to  vour  men  coming  tliere,  some  or  them  were  gunmen  ? 

Mr,  Gray.  Some  of  them  were  gunmen :  yes,  sir.  There  was  no  dis- 
cipline tliere,  and  you  couldn't  find  them;  and  there  were  holdups  at 
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night  that  were  pulled  off  by  policemen ;  and  there  were  not  sufiBcient 
of  them  to  police  this  big  area,  and  without  a  police  force  that  I  con- 
trolled I  would  have  had  to  have  left  there;  without  the  Govem- 
meot  furnished  us  with  Government  aid  we  could  not  have  remained 
there.  The  feeling  was  so  strong  against  the  Construction  Division 
force  goin;^  there  to  take  on  that  work  that  we  would  have  been 
forced  to  get  off  the  job. 

Mr.  Jeffebis.  About  how  many  men  had  they  on  the  police  force 
before  you  took  these  in? 

Mr.  Gkay.  I  don't  think  they  had  over  50  men;  they  may  have  had; 
I  oould  not  answer  that. 
Mr.  Jeffebis.  Who  was  at  the  head  of  it? 
Mr.  Grat.  a  man  named  McGowan. 
Mr.  Jefpebis.  McGowan. 
Mr.  Gray.  Yes,  sir. 

Mr.  Jeffebis.  Do  you  know  where  he  was  from? 
Mr,  Grav.  He  haa  formerly  been  a  policeman  in  Washington — in 
this  city.    I  think  he  was  a  very  competent  police  officer  but  the  ma- 
terial that  he  hadgathered  up  was  not  good  material. 

Mr.  Jefferis.  Who  was  paying  this  police  force  before  you  got 
there? 
Mr.  Ghat.  Well,  the  United  States  Government  was  paying  them. 
Mr.  Jefferis.  I  know,  but  who  paid  them  in  the  first  instance  ? 
Hr.  Grat.  The  Government  paid  them  in  the  first  instance.  There 
was  no — ^there  were  two  methods  of  paying  off  there.  I  had  better  ex- 
plain that  to  you.  One  was  what  is  known  as  the  Ordnance  method, 
we  call  it;  and  the  other  method  was  what  we  adopted  under  the  ad- 
vice of  the  Legal  Department  of  the  Construction  Division.  Now,  the 
Ordnance  method  was  for  the  Marlin-Rockwell  Loading  Co.  to  make 
out  their  checks,  their  own  checks  against  their  own  bfmk  for  a  pay- 
roll or  invoice  for  materials  received ;  and  then  they  turned  that  check 
over  to  the  Ordnance  disbursing  officer  all  signed  and  ready  to  mail, 
«  ready  to  use  and  he  footed  up  the  number  of  checks  or  the  amount 
of  money  and  made  out  a  check,  a  blanket  check  covering  all  those  in- 
voices; the  Marlin-Rockwell  Loading  Co,  deposited  his  check 

Mr.  Jefferis  (interposing).  That  is,  a  Government  check? 
Mr.  Grat.  Yes;  you  see,  he  took  his  check  and  deposited  it,  mak- 
ing their  checks  ^x>d,  and  he  took  thsir  checks  and  disbursed  them. 
Id  each  check  he  made  them  include  their  commission  of  10  per  cent; 
if  this  bill  was  $5,000,  he  gave  them  a  check  for  $5,000  plus  the  10 
per  cent  commission  at  that  tune.    Now,  we  did  differently. 
Mr.  Jefferis,  That  was  before  yoii  took  charge? 
Mr.  Grat,  That  was  before  I  took  charge,    I  paid  direct  to  the 
vendor  or  the  person  rendering  the  seirices,  and  I  paid  the  pay 
rolls  direct  and  drew  my  checlt  as  disbursing  officer  for  the  pay 
roll  to  the  order  of  field  clerks,  and  sometimes  I  drew  it  to  my  own 
order,  or  always,  and  then  indorsed  it  to  them,  and  they  went  to 
the  United  States  Treasury  in  Philadelphia  and  drew  the  pay  rolls, 
and  it  came  out  on  the  work  under  guard  and  paid  the  men  direct; 
and  we  settled  our  commissions  once  a  month  with  the  Marlin-Rock- 
well Co. 
Mr.  Jefferis.  How  long  were  you  there  ? 
Mr.  Gray.  I  was  there  from  September  till  May— 
191&,  to  the  latter  part  of  May,  1919. 
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Mr.  Jeffebih.  fllin  had  selected  this  police  foi;e  of  whom  Me- 
Gowaii  was  at  the  hesd? 

Mr.  Gbat.  Why,  I  think  they  were  selected  by  the  MarlinrEorliwell 
Co.  or  the  F.  T.  Ley  Co.,  their  subcontractors.  I  haven't  any  idea 
who  selected  them. 

Mr.  Jefferir.  Then,  the  police  force  that  was  there  when  you  took 
charge  was  pai<l  in  the  way  you  have  mentioned  before? 

Mr.  Gray.  Yes,  sir. 

Mr.  Jeffebis,  In  other  words,  the  checks  would  be  issued  to  them? 
Mr.  Gbay,  No;  they  were  paid  in  cash,  but  the  pay  roll  was  footed 
up  and  the  Marlin-Kockwell  check  was  made  out  to  cover  that  pay 
i-oll,  and  then  the  disbursing  officer  held  that  check  until  he  paid  his 
<  hei  k  out  for  that  pay  roll  plus  the  commission,  and  then  the  Marlin- 
Kockwell  Co.  deposited  his  check  and  then  drew  their  own  against 
it,  but  he  turned  that  over  to  them. 

Mr.  Jefferis.  That  saved  the  Marlin-Rockwell  Co.  having  any 
money  themselves? 

Mr.  Gray.  They  never  had  any  money ;  they  never  used  any  money 
on  that  work.  The  F,  T.  Ley  Co.  after  we  came  there  earned  a  small 
account  in  one  of  the  local  banks  to  pay  their  discharged  labor,  to 
pay  express  bills  and  small  accounts,  and  then  we  reimbursed  them 
on  presentation  of  their  receipts,  we  i-cimbursed  them.  They  were 
the  only  contractors  that  put  up  any  money, 

Mr,  jEFFEBis.  What  did  you  6iid  there  besides  this  police  force 
when  you  took  charge.  Major, 

Mr,  Gbat.  There  was  an  organization  there  to  do  the  contract 
work  for  F.  T.  Ley.  You  see,  there  was  two  organizations  there. 
The  Marlin-Rockwell  Co.  employed  F.  T.  Ley  Co.  as  contractors  to 
do  the  engineering  and  the  designing  of  the  plans  and  the  purchasing 
of  the  matarial,  the  delivery  of  materials,  and  the  construction  of  all 
the  work.  They  were  both  engineers  and  contractors  for  that  opera- 
tion. And  their  organization  was  there,  laboring  men,  and  carpen- 
ters, and  other  mechanics  and  foremen  and  superintendent.';  and  time- 
keepers and  bookkeepers  and  material  checkers  were  all  on  the  work 
there  receiving  material  and  putting  up  temporary  buildings  and 
they  were  building  a  railroad  from  Mount  Pleasant,  Del.,  on  the 
Pennsylvania  Railroad,  to  the  camp,  about  8^  miles,  that  had  been 
under  way  six  weeks  when  we  got  there. 

Mr.  Jefferis,  What  kind  of  an  organization,  in  your  opinion,  wag 
this;  competent  or  incompetent? 

Mr.  Ghat.  Well,  the  management  and  superintendents  and  fore- 
men they  were,  generally  speaking,  incompetent  to  produce  mechani- 
cal work.  They  had  studied  the  keeping  of  costs  up;  making  the 
things  cost;  they  had  that  down  to  a  science. 

Mr.  Jefferis,  Give  us  some  illustrations,  Major. 

Mr,  Gray,  I  can  give  you  these  illustrations,  but  I  think  you 
should  understand  about  this  organization  as  it  was — just  what  it 
consisted  of, 

Mr.  Jefferis.  Well,  go  ahead. 

Mr.  Gray.  The  engineering  force  was — that  is  the  designing  force 
was  located  in  Wilmington,  Del,,  they  had  three  large  offices  in  Wil- 
mington, which  they  maintained  and  had  this  force  working  on  the 
designs  for  the  permanent  buildings  as  well  as  the  temporary  build- 
ins^.    And  when  we  took  charge  of  it  and  moved  our  engineering 
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force  doTCn  there,  the  Government  engineers,  we  began,  of  course,  to 
see  what  their  plans  were  and  what  it  was  going  to  cost, 

Xow.  then,  to  go  back  to  your  question :  On  the  work  were  tlie  men 
to  carry  out  those  plans,  those  designs.    Now,  the  plans  and  designs 
for  the  utilities,  for  the  railroad  and  the  water  supply  and  the  offices, 
the  administration  buildings,  and  the  cafeteria  were  of  the  most  elab- 
orate and  permanent  character.    The  first  thing  that  the  constru'- 
tion  division  did.  and  our  engineers  that  were  there,  was  to  take  hold 
of  those  design*:  that  they  had  not  started  to  erect  and  cut  them  down. 
Then  vre  found  it  was  necessary  to  bring  inspectoi's  to  inspect  the 
work  that  they  were  dong  to  see  that  it  was  done  right  and  m  order 
to  get  some  semblance  of  economy  in  the  work.    Well,  it  was  emer- 
gency  work  and  speed  was  necessary,  yet  it  was  also  necessary  to  in- 
sist on  good  management.     And  in  handling  the  force  of  laborers 
and  mechanics  in  the  usual  way  that  it  handled  on  contract  work. 
We  had  to  take  into  consideration  that  it  was  war  time  and  that 
labor  was  scarce  and  that  laboring  men  were  moving  from  one  job 
to  another.    One  of  the  instance?  of  extravagance  was  that  they  were 
drilling  wells  all  over  (he  property ;  they  were  hunting  on  that  prop- 
erty for  water  and  they  were  drilling  wells  nigh  to  130  feet.     And 
they  kept  no  record  of  the  wells  so  that  when  the  well  was  down 
80  feet  or  90  feet  one  of  the  bosses  said,  "  We  haven't  got  any  water ; 
tiT  it  again."    And  h©  had  a  record  of  34  wells  that  we  could  locate. 
1  ^o  not  know  how  many  more  were  drilled,  and  there  was  only  one 
well  that  we  had  any  log  on  to  know  what  was  done.    We  stopped 
the  weU  drilling  because  there  was  no  question  that  there  was  not 
sufficient  water  to  furnish  500.000  gallons  of  water  a  day  on  that 
property.     One  water  expert  from  Washington  came  up  there  and 
met  Capt.  Avery,  who  had  charge  of  the  water  systems  and  the  sewer 
systems,  and  they  calculated  that  if  they  had  put  down  sufficient 
wells  to  supply  that  plant  with  water  there  would  be  no  land  left; 
it  would  all  be  occupied  by  wells.    They  insisted  that  should  be  their 
system.    They  had  steam  shovels  working  on  the  railroad  and  haul- 
ing with  motor  trucks-    There  were  more  motor  trucks  than  the 
shovel  could  keep  supplied.     The  motor  trucks  were  3-ton  trucks 
and  they   were   paying  $30   a   day    for   3-ton   trucks,   they   could 
have  hired  5-ton  tnicks  for  the  same  price.     They  put  on  3-ton 
trucks  and  put  on  more  than  the  shovels  could  take  care  of. 

And  they  were  laying  the  railway  tracks  with  large  gangs  of  men 
and  not  sufficient  tools  to  go  around. 

Mr.  Jefferis.  That  gave  them  a  chance  to  rest,  I  suppose,  some 
«f  them  f 

Mr.  Gray.  That  gave  them  a  chance.  They  had  to  line  up.  more 
carrying  n  tie  or  rail  than  if  there  had  been  tools  enough  to  go 
around  to  do  something  else.  The  ties  were  spaced  12-inch  centers 
when  on  that  kind  of  a  track  they  should  be  spaced  at  least  2-feet 
centers.  The  finest  lot  of  ties  I  have  seen  in  years  in  this  country. 
I  (iid  not  know  there  was  that  manv  good  ties  in  existence  any  more. 
Thev  cost  $1.25  or  $1.50  apiece. 
Mr.  jEFFERifl.  They  expected  heain-  traffic? 

Mr,  Grat,  They  had  some  67  and  some  80  pound  rails;  for  or- 
dinary traffic,  not  a  main  line.  When  I  complained  about  it  F.  T. 
Ley's  engineer  said  that  he  built  that  according  to  the  Pennsylvania 
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Railroad  specifications  for  a  first-class  railroad ;  he  tiiought  nothing 
was  too  good  for  the  Government. 
Mr.  Jefferis.  What  was  his  name? 

Mr,  Gray.  I  would  have  to  look  in  there  [indicating  file  of  letters] 
for  his  name.    H.  A.  Annabelle. 
Mr.  Jefferis.  What  kind  of  a  railroad  was  this? 
Mr,  Grat.  a  single-track  standard-gauge  railroad. 
Mr.  Jeffekis.  Was  it  a  direct  line  or  circuitous? 
Mr.  Gray,  It  was  circuitous.    When  I  inquired  into  the  curvature 
of  the  route  that  they  had  designed  they  said  that  they  had  followed 
that  route  in  order  to  follow  the  cheaper  properties;  that  if  they  had 
gone  in  a  direct  route  they  would  have  crossed  more  valuable  land, 
and  while  they  would  have  shortened  the  railroad  they  would  have 
added  to  the  cost  of  the  land. 

Mr.  Jeffebis.  Do  you  know  about  how  much  this  railroad  cost,  or 
was  costing  there  per  mile! 

Mr.  Gray,  That  railroad  cost  $50,000  a  mile,  about.  I  have  got 
the  cost  of  it  here;  it  cost  eventually,  the  track  and  right  of  way 
cost  $395,305.76.  The  fencing;  that  was  fenced  in  afterwards,  ana 
that  was  $15,938.57:  but  that  was  not  all  on  the  railroad;  about 
$10,000  of  that  should  be  chared  to  the  railroad.  I  can  not  tell 
exactly,  but  make  that  roughly  $10,000  for  the  fence  along  the  rail- 
road right  of  way,  because  it  is  not  separated  here,  but  that  is  my 
recollection  on  the  proportion. 

Mr.  Jefferis.  About  what  do  you  think  would  have  been  a  proper 
cost  for  that  railroad,  eight  and  a  half  miles,  under  war  oonditiona 
if  it  had  been  built  properly? 
Mr.  Ghat.  About  $100,000  could  have  been  saved  on  that  railroad. 
Mr.  jEFFEHie.  Even  in  war  times! 
Mr.  Grat.  Even  in  war  times. 

Mr.  Jefferis.  And  you  would  have  a  road  that  would  be  good  for 
all  pui^oses  that  would  be  needed  there? 

Mr.  Grat.  Yes,  sir;  one  of  the  extravagances  and  their  bad  man- 
agement was  their  trucking.  The  trucks  were  employed  when  it  was 
necessary  at  the  beginning  of  that  work  to  bring  the  materials  in 
from  Mt.  Pleasant,  which  was  the  nearest  railroad  siding,  or  St, 
(jeorge's  which  was  the  nearest  dock  where  material  could  be  brought 
in  on  canal  boats  or  barges.  It  was  necessary  to  truck  from  thoss 
pomts.  In  many  instances  it  was  necessary  to  truck  from  Wilming- 
ton and  from  Philadelphia,  where  it  was  necessary  to  have  some 
material  promptly,  but  they  were  trucking  all  from  Philadelphia, 
and  from  Baltimore,  and  from  Wilmington,  and  they  ran  a  truck 
all  the  way  up  into  Hartford,  Conn.,  for  about  $25  worth  of  re- 
pairs, and  it  took  about  four  days  to  make  the  round  trip  for  tliat. 
And  I  had  to  stop  them  witli  the  police  to  keep  them  from  going 
to  Rochester,  N".  Y.,  with  a  truck  after  I  had  issued  the  orders  to 
deliver  that  by  freight;  and  not  to  do  it,  that  we  would  have  the 
material  come  hy  freight,  and  they  were  starting  a  truck  any  way. 
They  did  not  like  the  discipline  or  restrictions. 
Mr.  Jeffebis.  Who  did  you  see  to  stop  it? 
Mr,  Gray,  I  had  to  see  the  manager, 
Mr.  Jeffebis.  Of  the  Ley  Co.  ? 

Mr.  Gray,  Of  the  Ley  Co.  and  the  manager  of  the  Marlin-Rock- 
well  Co.,  and  about  the  time  it  was  transmitted  down  through  all 
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their  men  to  the  tnicking  man  he  was  on  the  road,  and  we  had 
to  bring  him  back.     I  had  to  have  Capt.  Douglass  at  the  gate  where 
thev  wonld  have  to  go  through  the  gate  to  hold  up  each  truck,  they 
coxild  Tint  get  out  without  orders,  and  I  told  him  to  head  him  off. 
And  I  bad  to  meet  that  kind  of  opposition  in  every  step  we  took 
there  until  we  got  almost  up  until  the  time  of  tlie  armistice  was 
signed.     They  had  sand  enough  on  the  job  to  deliver  there  in  car- 
load?, to  do  all  the  work  that  was  to  lie  done  for  30  days,  and  I 
found  10  trucks  hauling  sand  from  Wilmington,  bringing  in  sand, 
Mr.  Jefferis.  Those  trucks  were  getting  how  much  a  oay! 
Mr,   Grat.  Three  dollars  an  hour.     It  cost  about  $56  to  run  a 
truck  to  Philadelphia  and  back,  and  sometimes  more. 
Mr.  Jkffehis.  Did  they  bring  back  a  load  when  they  went? 
Mr.  Gr.vt.  No:  sometimes  they  went  up  and  did  not  come  back 
with  anything.     They  did  not  anticipate  their  wants.     They  made  out 
ta  order  for  a  door  or  a  window  or  window  sash,  or  three  or  four 
hoards,  and  if  I  did  not  stop  them  they  would  send  a  truck  for  that 
to  the  builder  in  Philadelphia.     They  bought  at  retail  and  they 
sent  up  to  Philadelphia  to  get  their  stuff,  and  if  I  stopped  the  driver 
and  ankec).  •'  Wliei'e  did  you  get  that  from?"     Ho  would  say,  "  From 
Philadelphia."  "Where  is  the  rest  of  your  load?"  He  said, "  That  is 
lU  I  was  told  to  get" 
Mr.  Jefferis.  You  say  it  would  cost  $56  for  a  truck? 
Mr.  Gbat.  Yes;  because  they  never  made  the  trip  in  less  than  26 
to  28  hours. 
Mr.  .Ieffebis.  Wliere  did  they  go? 

Mr.  Grat,  They  would  leave  early  in  the  night  or  in  the  morning 
pnd  get  back  that  night  again, 
Mr.  Jefferis.  Did  they  get  and  overtime? 

Mr.  Grat,  They  got  no  o\'ertiine  for  thoir  truck,  but  the  driver 
got  overtime;  but  wc  paid  for  the  truck  $3  an  hour,  and  paid  every 
expense  they  incurrecf.     Where  we  hired  an  automobile  or  a  truck 
we  hired  them  for  $6  to  $8  a  day,  for  an  automobile,  and  then  we 
paid  the  driver  and  paid  the  gas  and  oil  and  the  repairs. 
Mr.  Jefferis.  Wlio  do  you  mean  by  "  we "  ? 
Mr.  Grat.  The  Government. 
Mr.  Jefferis,  That  is,  when  you  were  there  ? 
Mr,  Ghat.  Yes;  when  I  have  hired  them. 
Mr.  Jefferis.  I  am  talking  about  them  ? 

Mr.  Grat.  The  trucker  probably  paid  his  driver  overtime.     We 
paid  $3  an  hour  and  paid  no  overtime ;  we  had  nothing  to  do  with 
thftt. 
Mr.  Jefferis.  You  say  they  went  to  Massachusetts  with  a  truck? 
Mr.  Grat.  They  went  to  Hartford,  Conn,,  for  a  repair  part  for 
a  steam  shovel;  out  I  headed  them  off  from  many  another  trip, 
many  other  long  trips,  of  that  kind. 
Mr.  Jefferis,  What  were  they  going  to  Rochester  for  ? 
Mr,  Grat.  For  some  electrical  equipment  or  supply.    They  were 
going  to  Schenectady  for  some  more  electrical  equipment  that  we 
got  by  freight  and  it  came  in  ample  time.    And  the  other  materials 
ame  by  freight  after  they  had  been  disappointed  in  not  letting 
llwm  go  with  trucira ;  we  got  it  down  in  three  days  by  freight    They 
prote^ed  to  me;  they  said  I  was  interfering  with  the  large  methods 
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of  doing  emergency  work;  that  if  I  wanted  that  work  rushed  and 
wanted  it  done  that  I  must  not  interfere  with  their  methods  of 
going  out  for  material  and  bringing  it  in ;  that  they  could  not  be 
held  up.  I  iinally  ^t  them  to  anticipate  their  wants  and  order  in 
carloads  and  bringmg  stuff  in  by  freight.  Nothing  was  ever  held 
up  by  using  good  judgment  and  knowing  what  they  wanted  before 
they  actually  needed  it. 

Mr.  Jeffi:ri9.  What  had  they  actually  got  constructed  tliere  be- 
fore you  got  there,  outside  of  the  wells? 

Mr.  Gray.  There  was  six  or  eight  bunk  houses. 

Mr.  Jefpebis.  How  big! 

Mr.  Grat.  About  20  by  50  and  about  20  by  100. 

Mr.  Jefferis.  Is  that  all  ? 

Mr.  Gkay,  That  is  all;  thei-e  was  a  temporally  commissary  cafe- 
teria for  feeding  the  men. 

Mr.  Jefferis.  Do  you  know  how  much  they  expended  by  that 
lime? 

Mr.  Grat.  Well,  I  never  knew  exactly  what  had  been  spent  by 
the  Ordnance  before  we  came  there. 

Mr.  Jefferis,  Was  there  any  material  on  the  ground  ? 

Mr.  Gray.  There  was  some  little  material  on  the  ground.  The 
railroad  track  had  been  partly  graded,  about  24,000  feet,  and  about 
a  mile  of  track  had  been  laid,  and  some  sidings,  but  tliey  had  no 
tracks  and  switches  connecting  their  sidetrack,  and  they  were  using 
a  locomotive  crane  to  do  shifting,  and  they  had  to  take  tlie  locomoti  .e 
crane  down  and  imload  the  materials  on  the  ground  and  then  haul 
them  over  there. 

Mr.  Jefferis.  Unload  them  and  then  haul  them'? 

Mr.  Gray.  Yes:  and  they  had  an  engine  that  belonged  to  F.  T. 
Ley  that  was  there  on  rental  and  broken  down;  they  could  not  use 
it;  I  would  not  pay  them  rent  on  that  machine.  And  they  said 
they  could  not  get  a  locomotive:  it  was  impossible  to  get  one; 
they  had  tried  everywhere  and  they  could  get  one  in  Alassachu- 
setts,  they  thought,  ^o  we  sent  a  man  that  was  in  the  employ 
of  the  Government  and  who  had  been  turned  over  to  them,  we  sent 
him  to  look  at  the  locomotive,  and  he  telegraphed  back  that  it 
would  have  to  have  alx)ut  $2,500  of  repairs  before  we  conld 
use  it  and  i"ecommendo(l  against  buying  it.  And  the  fii-st  day  I 
was  there  and  found  tliey  were  without  a  locomotive  I  tclegra plied 
to  Eli.sha  Lee,  of  Philiidclphia,  for  a  locomotive  and  the  answer 
was  a  locomotive;  the  next  moi-ning  I  pot  a  locomotive;  but  they 
said  they  had  applied  to  the  Pennsylvania  Railroad  and  could  not 
pet  it:  I  got  it  the  next  morning.  And  the  frogs  and  switches 
I  telegraphed  to  the  Middletown  Ordnance  Department,  where  there 
was  a  surplus;  I  telegraphed  for  them  and  got  them  the  next  day. 
That  wa-s  a  lonp-distance  trucking,  a  hiin{b-ed  miles,  that  I  thought 
was  justified.  I  would  never  interfere  with  a  long-distance  truck- 
ing if  it  was  justified,  ami  there  was  one  place  where  it  was  justi- 
fied. They  had  sidetracks  where  you  could  not  use.  T  let  them 
send  to  Baltimore  for  material  where  it  was  really  required.  But 
there  was  a  way  to  anticipate  those  needs  and  cut  that  out  as  far 
as  you  could. 

Mr.  Jefferis.  Did  they  get  any  water  from  any  other  source! 


iiyGoO^lc 


ORDNANCE.  1655 

ilr.  (iRAy.  It  was  not  necessarj-;  we  stopped  before  it  was  neces- 
~jiry.  They  woiiid  have  been  compelled  to  take  water  from  St. 
<ieorges  Creek.  There  was  a  well-defined  plan  made  up  by  Capt. 
Averv  for  water  from  St.  Georges  Creek,  and  the  Marlin-Eockwell 
Co.  wanted  to  supplement  that  with  a  duplicate  system  and  pump- 
ing it  from  the  Delaware  Eiver,  but  I  was  opposed  to  that  because 
all  the  water  that  we  required  they  couid  get  from  St.  Georges 
Creek  for  all  purposes,  both  drinking  and  domestic  and  mechan- 
ical, and  their  duplicate  system  which  they  advocated  for  fire  pro- 
tection was  not  necessary.  They  had  all  the  fire  protection  that 
they  could  eet  from  one  system  and  if  there  had  been  fire  in  any 
of  those  loading  units  nobody  would  have  stayed  there  to  turn  any 
water  on.  There  is  no  use  of  a  fire  fighting  plant  where  you  have 
nitrate  sodium  burning. 

Mr.  Jkffebis.  Had  they  done  anything  for  a  dock  or  loading 
place? 

ilr.  Ghat.  They  had  a  dock  built  on  the  Delaware  side,  and  had 
some  men  building  a  tidal  gate,  and  a  sluice  gate  through  the  dike 
and  they  had  started  to  huUd  a  wharf  and  pier;  and  the  wharf 
paralleled  the  river  and  the  pier  went  out  into  the  river  about  600 
feet,  where  they  got  a  depth  of  60  feet  of  water, 
>Ir.  Jeffehis.  Had  they  got  anything  done! 
Mr.  Gray.  They  had  iO  per  cent  of  the  whnrf  built,  and  noth- 
ing on  the  pier.      They  had  75  per  cent  of  the  dike  completed  when 
the  work  was  abandoned,  and  they  had  one  sluice  gate  finished. 
Mr.  Jefperis.  What  was  the  reason  for  the  dikel 
Mr.  Grat.  There  had  been  a  dike  around  that  property;  it  had 
been  constructed  by  the  local  authorities;  I  supposed  it  had  been 
there  for  50  years  or  a  100  years  or  more,  to  protect  the  low  grounds 
of  the  farm  land.     And  in  the  spring  of  1918  there  had  been  a  very 
high  tide  and  a  severe  windstorm  at  tlie  same  time,  so  it  breached 
the  dike,  and  the  water  was  at  high  tide  over  a  part  of  the  land. 
Mr.  Jeftxkis.  What  was  the  length  of  that  dike? 
Mr.  Grat,  That  dike  was  something  over  a  milq  long. 
Mr.  Jepferis.  How  high  was  it? 

Mr,  Grat.  It  was  about  1+  feet  high,  and  it  would  have  been 
necessary  to  have  riprapped  it.  They  ran  the  dike  on  the  bank  of 
the  Delaware  River,  and  then  turned  and  went  up  St.  Georges  Creek, 
which  emptied  into  the  river  on  the  northern  side  of  the  property. 
However,  before  they  got  to  St.  Georges  Creek  they  cut  across  the 
comer  of  the  land  ana  came  up  the  creek  to  the  public  road's  em- 
bankment, and  that  made  it  necessary  to  build  another  gate  there. 
If  they  had  gone  to  the  mouth  of  St.  Georges  Creek  and  turned  and 
repaired  the  dike  along  the  creek  it  would  have  been  unnecessary  to 
build  another  sluice  gate.  The  sluice  gate  cost  $15,000,  and  it  was 
estimated  this  one  would  cost  $12,000.  And  this  was  on  the  property, 
tflo.  and  they  steered  off  and  without  saving  less  acreage  and  having 
Ibe  expense  of  building  a  new  sluice  gate  at  one  and  the  same  time.  I 
was  there,  I  guess,  a  month  before  I  discovered  and  learned  that  there 
WHS  another  gate  there,  and  in  the  meantime  the  dike  had  come  on  to 
be  pretty  near  completed.  It  would  have  been  better  to  have  utilized 
the  other. 
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Mr.  Jeftebis.  How  much  do  you  think  they  made  there  of  umieces- 
Bary  expenditures? 

Mr.  Ghat.  Well,  I  don't  think  that  was  a  very  materia]  difference, 
OS  long  as  we  did  not  go  on.  If  we  had  gone  on  and  spent  $12,000 
for  the  new  gate  I  think  we  would  probably  have  wasted  there 
$20,00a 

Mr.  Jeffekes.  Besides  the  labor? 

Mr..  (jRAT.  \ot  besides  the  labor;  everything. 

Mr.  Jeffekis.  How  were  the  men  paid  there? 

Mr,  Gray.  You  mean — they  were  paid 

Mr.  Jefferib  (Interposing).  By  the  Ley  Co.;  were  they  paid  dou- 
ble time  or  overtime? 

Mr.  Gray.  They  were  working  on  an  8-hour  day ;  they  worked  10 
hours  and  were  paid  for  11 ;  if  they  worked  after  that,  why,  they 
were  paid  an  hour  and  a  half  overtime  on  the  week  days  and  double 
time  Saturday  afternoons  and  Sundays. 

Mr.  Jefferib.  Did  they  work  on  Sundays? 

Mr.  Grat.  We  worked  on  Sunday  until  the  armistice  was  signed 
and  then  we  stopped  Sunday  work.  It  was  necessary  to  work  Sun- 
day, not  only  for  the  speed,  but  also  to  hold  the  laborers.  The  men 
would  not  work  on  a  job  that  would  not  give  them  Saturday  after- 
noon and  Sunday  work. 

Mr,  Jefferis.  What  did  thev  do,  lay  off  week  days? 

Mr.  Gray.  Well,  a  few  lai^  05*  to  go  to  town  to  attend  to  some 
other  business,  but  the  majority  worked  all  week  and  got  in  their 
Sunday  work,  too.  When  they  took  a  rest  they  took  it  during  the 
week.  , 

Mr.  Jefferib.  When  you  took  charge  didn't  you  have  to  O.  K,  or 
pass  on  the  different  bills  of  material  that  came  in? 

Mr.  Gray.  I  passed  on  the  orders  that  were  issued.  I  had  all 
their  agreements  for  lumber  and  material  needed  in  the  temporary 
buildings — that  is,  all  we  ever  built,  what  is  known  as  temporary 
buildings  that  were  not  included  in  the  manufacturing  units. 

Mr.  Jefferib.  None  of  that  was  ever  built? 

Mr.  Gray.  None  of  that  was  ever  built.  I  had  their  bills  of  lum- 
ber and  bills  of  other  materials  checked  by  my  engineers.  Of  course 
I  could  not  do  those  things  personally,  and  then  they  came  to  me  in 
the  form  of  an  order  and  I  approved  that  order. 

Mr.  Jefferis.  In  what  way? 

Mr.  Gray,  I  wrote  my  name  on  it  as  approval. 

Mr.  Jefferis.  Some  one  told  us,  or  I  heard  the  other  day,  that 
some  one  got  up  a  facsimile  of  your  signature  up  there? 

Mr.  Gray.  No. 

Mr.  Jefferib.  A  rubber  stamp? 

Mr.  Gray.  They  ^t  a  rubber  stamp,  but  it  was  not  a  facsimile. 

Mr.  Jefferis,  Tell  us  about  that. 

Mr,  Gray.  The  field  auditor  of  the  Marlin-Rodcwell  Loading 
Co.,  a  man  named  Otto  Carl  Schwegler,  he  audited  the  accounts  for 
the  Marlin-Kockwell  Co.,  and  those  orders  which  I  signed  passed 
through  their  office. 

Mr.  Jefferib,  Went  to  him  after  you  signed  them! 

Mr.  Gray.  Went  to  him  after  I  signed  them.  There  was  smne 
sisned — they  would  come  in  a  bunch  like  that  findicating  a  block 
of  paper],  and  there  was  an  order  for  field  auditor's  file  and  a  copy 
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for  the  Marlin-Bockwell  Co.,  and  one  for  the  F.  T.  Ley  Co. ;  I  only 
signed  certain  ones;  I  signed  the  ones  considered  important  to 
be  si|rned,  and  the  others  I  did  not  sign,  but  when  they  came  to  hia 
office  he  wantad  to  have  the  signature  on  there,  and  he  had  a  stamp 
printed  and  made  of  my  name,  and  stamped  it  on  there.  .That  is 
what  they  told  me  was  the  reason  for  it.  I  made  him  give  me  that 
stamp  and  they  refused  to  turn  it  over,  and  said  they  had  lost  it, 
and  they  came  to  me  for  a  check  for  ^0,000,  and  I  said,  "  You  pro- 
duce that  stamp  or  jou  dont  get  the  check."  So  they  produced  the 
stamp.  It  was  the  only  way  I  had  of  getting  the  stamp,  and  the 
resson  I  was  so  insistent  about  that  stamp  whs  that  before  I  went 
there  they  had  issued  orders  and  bought  mat«rialB  promiscuously; 
nobody  bmew  how  many  orders ;  there  was  a  stack  that  high  [indi- 
cating] unsigned  by  Government  ofRcials.  Lieut.  Gerber  was  there 
without  assistance  and  they  swamped  him  with  orders;  he  did  not 
know  what  they  were  for  and  whether  it  was  necessary  or  not,  and 
when  I  came  they  began  that  on  me.  They  had  orders  issued  for 
thousands  of  dollars'  worth  of  materials  that  had  never  been  au- 
thorized. The  excuse  was  that  they  could  not  wait;  they  had  to 
have  this  material  and  could  not  wait  for  anybody  to  sign  these 
orders ;  it  was  necessary  to  j^t  material.  Well,  that  was  a  good  ex- 
cuse, but  I  stopped  it.  It  took  me  some  time  to  stop  it,  because 
there  was  some  little  excuse,  and  there  were  orders  that  Lieut. 
Gerber  refused  to  sign  because  he  had  no  reasonable  evidence  that 
the  materials  had  ever  been  delivered.  There  were  orders  that  I 
had  refused  to  sign  for  the  same  reason.  I  had  no  evidence  that 
they  were  ever  delivered;  no  Government  checker  ever  passed  on 
them.  And  when  I  refused  tliose  orders  they  would  come  back  to 
me  in  another  form,  repaid  and  revamped,  and  I  had  to  have  three 
men  besides  myself  to  see  T  was  not  passing  something  I  had  al- 
ready rfifu.sed;  and  Schwegler  used  his  stamp  and  stamped  those 
things  to  get  by. 

Mr.  jEFFiatis.  Did  you  use  his  stamp  and  stamp  on  some  of  those 
things  that  you  had  refused  to  sign  ? 

Mr.  Grat.  Yes ;  that  I  refused  to  sign.  So  I  took  the  stamp  in 
and  made  them  not  only  bring  the  stamp  in,  but  understand  that  if 
that  was  continued  there  would  be  no  money  paid  out. 

Mr.  Jefferis,  This  fellow  Schwegler  was  in  the  emplov  of  the 
Marlin-Rockwell  Co.? 

Mr.  Gbat.  Yes,  sir. 

Mr.  Jetferis.  Did  you  see  a  man  up  there  by  the  name  of  Toby? 

Mr,  Grat,  I  met  Mr.  Toby  quite  often. 

Mr.  Jefferis,  Ho  wa-s  in  the  employ  of  the  Marlin-Eockwell  Co.? 

Mr,  Grat,  He  was  vice  president. 

Mr.  Jefferis,  Where  was  he ;  where  did  he  stay  ? 

Mr,  Grat,  In  Wilmington, 

Mr,  Jefferis.  What  was  he  doing? 

Mr,  Gray,  He  never  had  any  connection  with  the  worl 
did  anything  in  connection  with  the  work;  he  was  ar 
officer, 

Mr.  Jefferis.  Holding  down  a  chair? 

Mr.  Grat,  He  was  in  the  Wilmington  office.  After  we 
onr  work  I  stayed  on  the  job;  I  never  went  to  Wilmingtc 
in  the  camp. 
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Mr.  Jeffbris.  Did  you  see  a  fellow  up  there  named  Allen  f 

Mr,  Ghat.  I  think  Allen  was  the  assistant  treasurer. 

Mr.  Jefferib.  What  was  he  doine? 

Mr.  Gbat.  Allen  looked  after  the  collection  of  the  commission, 
seeing  that  tlieir  accounts  were  kept  up  to  date.  He  was  in  that  de- 
partment of  their  business. 

Mr.  Jefferis.  Well,  what  else  could  you  tell  us  about  that  outfit 
up  there  1 

Mr.  Grat,  Well,  in  speaking  of  the  police  and  firemen,  when  I 
dismissed  their  force  they  immediately  filed  a  letter  claiming  a  feo 
on  Govermnent  employees  on  the  police  and  fire  guards  primarily 
on  all  the  engineers  and  auditors  and  employees  of  the  Government. 
They  filed  a  very  formal  letter.  Mr.  Toby  was  a  lawyer  and  drew 
the  letter  in  proper  legal  phraseology,  and  it  took  me  some  time  to 
frame  an  answer  to  it.    Being  a  layman  I  was  afraid  of  them. 

Mr.  Jefferis.  Just  what  was  the  claim? 

Mr.  Gray.  He  claimed  a  fee,  and  under  the  terms  of  the  contract — 
if  vou  had  a  contract  here 

Mr.  Jefferis  (interposing).  Ten  per  cent. 

Mr.  Grat.  Yes ;  on  all  employees,  and  he  particularly  specified  the 

fards,  I  don't  know  wliether  you  want  it  m  the  record  or  not,  but 
think  a-  strict  interpretation  of  the  contract  would  have  allowed 
them  to  have  collectecl  it.  I  think  the  Ordnance  evidently  are  going 
to  pay  them  that  fee,  but  I  refused  it,  I  took  tlie  ground  that  the 
Government  had  never  paid  a  fee  on  the  salary  of  men,  and  I  would 
not  do  it. 

Mr.  Jefferis.  In  other  words,  he  wanted  a  fee  on  the  men  that 
you  took  there? 

Mr,  Grat,  Yes,  sir;  it  was  necessary  for  us  to  have  auditore  to 
check  the  accounts;  to  keep  the  accounts,  so  that  I  would  know  I 
was  disbursing  properly. 

Mr,  Jefferis,  Now,  the  men  that  you  took  there 

Mr.  Grat  (interposing).  Some  are  Civil  Service  employees;  some 
sent  up  by  the  departments  of  the  Government,  and  some  applied 
for  work  and  were  taken  on. 

Mr.  Jefferis,  And  they  were  there  under  your  direct  supervision? 

Mr,  Grat,  They  were  there  under  my  direct  supervision. 

Mr,  Jefferis.  And  tliey  were  there  to  =ee  that  tliis  I^py  Co,  and  the 
Marl  in-Rock  well  Ix>ading  Co.  did  not  put  anything  over  on  the 
Government  ? 

Mr,  Grat.  Yes;  they  were  there  to  see  that  we  did  not  pay  for 
anything  that  was  not  delivered, 

Mr,  Jefferis.  And  yet  the  Marlin-Eockwell  Co.  wanted  10  per 
cent  on  that  pay  roll  ? 

Mr.  Gray.  Yes.  sir ;  they  claimed  I  had  been  taking  that  out  of 
their  hands  and  they  were  entitled  to  that;  they  made  that  claim. 
I  simply  answered  and  said  that  the  Government  had  never  paid 
fees  on  the  earnings  of  its  employees ;  and  they  continued  that 
claim.  I  do  not  know  whether  they  have  been  paid  or  not,  but  it  is 
one  of  their  prime  claims  that  they  have  now  against  the  Ordnance 
Department.  I  understood  from  one  of  the  Ordnance  Department 
employees  that  they  were  going  to  pay  it;  that  they  thought  it  was 
just  and  they  were  going  to  pay  it.    I  do  not  know  that  wiey  have. 
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Tliey  had  other  claims  for  materials  which  had  left  the  vendor; 
left  Philadelphia  or  other  places  that  have  been  delivered  so  far 
OS  the  (Jovernnient's  records  would  show  on  the  work.  I  refused 
to  pay  them.  They  are  a  part  of  the  claims  they  have  now  against 
the  Ordnance.  I  could  not  pay  for  any  materials  which  were  not 
delivei-ed,  or  for  any  services  which  had  not  been  rendered;  I  could 
not  pay  for  them.  I  had  to  have  the  O.  K.  of  the  Government 
inspection  that  materials  were  received  on  the  job. 

>fr,  Jeffehis.  Do  you  know  how  much  of  a  claim  they  were  claim- 
ing for  materials  which  they  claimed  had  been  ordered,  but  the 
Government  never  ascertained  had  been  delivered  there? 

Mr,  G^AY.  I  do  not  know;  there  are  22  claims;  just  what  they  ag- 
gregate I  do  not  recall.  I  wrote  a  letter  on  each  one;  it  runs'  into 
several  thousand  dollars.  The  fees  on  the  Government  emplovees 
alone  was  $25,000  or  $30,000. 

Mr.  Jefferis.  ^Vhat  is  the  fact,  Major,  as  to  whether  there  was 
anv  materials  around  there  that  was  really  not  necessary  for  any- 
thing so  far  as  j'ou  could  ascertain? 

Mr,  Ghat.  Xo;  I  think  if  the  plant  had  been  ei-ected  all  the  build- 
ing materials  which  had  been  delivered  there  would  have  been  used. 

Mr.  Jefferis.  Is  there  any  considerable  quantity  of  it  there? 

Mr.  Gray.  There  was  nboiit— something  between  $4,000  and  $5,000 
of  materials  on  hand  when  we  stopped.  There  was  some  500  car- 
loads of  material  on  the  way  when  the  project  was  abandoned. 
That  all  came  in  and  was  unloaded. 

Mr,  Jeffehis.  What  kind  of  material  did  they  order  and  get  there? 

Mr.  Ghat.  Both  lumber  and  tile  and  brick,  and  reinforcing  steel. 
Tliere  was  a  large  quantity  of  reinforcing  steel  and  terra  cotta  for 
sewer  CTstem,  and  pipe  for  water  system, 

Mr.  Jefferis.  Was  there  any  sewer  system  laid? 

Mr.  Grat.  There  was  a  temporary  sewer  system  laid  in  the  camps, 
but  the  sewer  system — there  was  some  terra  cotta  piping  there  to 
make  a  complete  system.  That  was  on  hand  when  we  stopped 
and  there  was  about — possibly  one  million  brick  on  hand. 

Mi-.  Jeffehis.  How  much  work  was  really  done  there,  Major,  after 
vol'  took  chnrire? 

Mr.  Gray.  Well,  there  was  about  $2,000,000  worth  of  work  done 
nfter  T  took  rharge  until  the  time— T  had  S5.">00.000.  ^<"d  T  tiirne'l 
back  between  $450,000  nnd  $500,000  to  the  Ordnance,  so  I  spent  about 
$2,000,000  up  to  Mav  1.  Of  that  was  $500,000  on  building  materials 
unused  in  hand.  The  balance  was — you  see  we  got  $400,000  in  the 
railroad  and  I  believe  $1,500,000  in  buildings  and  other  improve- 
ments. The  dike.  I  think,  cost  about  $100,000  and  the  wharf  $40,000. 
The  cafeteria  cost  over  $100,000  and  was  not  quite  completed.  They 
had  desiirns  for  a  cafeteria  for  an  equipment  that  would  cost  $190,000 
to  seat  3.000  people.  When  we  stopped  we  had  $140,000  in  it,  in- 
cluding the  equipment.  The  Ordnance  Department  bought  the  equip- 
ment. I  would  not  buy  that.  The  Ordnance  bought  that.  Any  per- 
manent equipment  was  bought  by  the  Ordnance.  Building  materials 
were  bought  by  the  construction  division,  and  they  designed  two 
administration  buildings,  and  executive  office  and  administrative 
office. 

Mr.  Jefferis.  What  would  they  have  cost? 
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Mr.  Gbat.  They  would  have  cost  $36,000  apiece,  and  I  cut  out  one 
entirely  and  cut  the  other  down  and  built  it  for — I  think  twenty-odd 
thousand  dollars,  and  that  took  care  of  the  ofBce  force  of  the  Gor- 
emment  and  F.  T.  Ley  and  the  Marlin-Kockwell  Co. 

Mr.  JcpFEBis.  What  else  did  they  contemplate  huilding  there! 

Mr.  Grat.  They  did  contemplate  building  a  big  garage. 

Mr.  Jeffehis.  A  what! 

Mr.  Ghat.  A  very  large  g&rage  was  to  be  built  there  to  put  the 
trucks  and  the  automobiles  in;  that  was  another  $35,000  building. 
And  we  put  one  up  for  $14,000;  and  now  they  use  it  for  a  store- 
house to  store  raw  materials  in.  No,  the  temporary  garage  cost 
$1,589  in  place  of  $95,000,  20  feet  by  28  feet  by  50  feet  long,  and  we 
got  away  with  it  for  $1,589. 

Mr.  Jefferis.  Was  any  objection  made  by  any  of  them  to  a  change 
of  these  plans? 

Mr.  Ghat.  Oh,  yes;  objections  were  made  to  each  one  of  them. 

Mr.  Jefferis.  Who  would  object! 

Mr.  Gbat.  Well,  Mr.  Toby,  and  Mr.  Morrow  and  the  engineers 
for  F.  T.  Ley  that  made  the  plans. 

Mr.  Jefferis.  What  would  they  say  about  it! 

Mr.  Gray.  They  would  say  they  were  not  large  enough,  and  they 
were  unsuitable  for  a  Government  building  of  the  importance 
that  that  plant  was  going  to  be,  and  that  they  were  not  proper  build- 
ings to  put  on  a  great  loading  plant  site.  I  took  the  ground  that 
the  war  would  be  over  sometime  and  that  we  were  only  building  for 
the  war;  we  were  not  building  a  permanent  plant  there;  we  were 
building  for  the  war,  and  that  anvtning  that  would  last  two  or  three 
years,  that  type  of  building  would  last  a  contractor  for  a  job,  and 
that  is  the  way  I  looked  at  it.  There  wasn't  any  reason  why  it  should 
be  built  so  elaborately.  We  cut  down  everything  we  found  there 
that  we  could  cut  down. 

Mr.  Jefferis.  Do  you  know,  Major,  how  it  was  that  they  continued 
lo  build  there  or  do  so  much  work  after  the  armistice! 

Mr.  Gray.  There  were  no  buildincs  done  after  the  armistice.  The 
roof  was  put  on  the  garage  and  the  fencing  was  done  along  the 
railroad  track  on  account  of  the  farmers'  cattle  and  horses  getting 
on  the  track;  and  all  the  work  ceased  as  soon  as  we  had  an  order  to 
stop.  We  were  told  not  to  stop  until  we  had  an  order.  Here  is  the 
administration  building,  and  that  was  built,  and  then  it  was  ex- 
tended and  it  cost  $40,000,  and  then  plus  that  with  its  proportion  of 
the  expenses  that  occurred  after  the  armistice  was  signed  with  the 
overhead  charges  on  the  work,  and  it  made  the  total  of  that  building 
$61,435;  heating,  plumbing,  and  electric  lights,  in  place  of  two  builcf 
ings  either  one  of  which  would  have  cost  more  money. 

Mr.  Jefferis.  How  long  had  this  Marlin-Rockwell  Co.  been  there! 

Mr.  Grat.  They  had  been  there  about  from  early  in -March,  1918. 
They  began  work  some  time  in  Ju^,  a  little  bit.  They  did  not  do 
anything,  as  I  understand,  until  July,  and  then  they  began  some 
operations,  building  shanties,  and  they  started  the  railroad  in 
August,  I  believe,  early  in  August,  and  had  the  commissary  there. 
That,  I  should  have  said,  was  $72,000  for  the  administration 
building. 

Mr.  Jefferis.  Changed! 

Mr.  Grat.  Yes ;  changed. 
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Mr.  Jeffekib.  You  cut  it  down  to  one,  and  that  cost  $60,000^ 

Mr.  Ghat,  Yes;  I  would  like  to  correct  that.  I  had  some  other 
building  in  my  mind. 

Mr.  Jeffehi9.  Was  there  a  summer  resort  there  somewhere? 

Mr,  Gbat.  There  was  Augustine  Beach;  had  been  a  summer  resort. 
There  was  a  hotel  there. 

Mr.  Jefferis,  Where  did  the  Ley  Co.  and  the  Marlin-Rockwell 
men  stay;  at  the  Beach f 

Mr.  Gray,  One  or  two  of  the  Marlin-Rockwell  men  stayed  there, 
and  a  few  of  the  Ley  men  got  their  meals  there.  But  that  was  prin- 
cipally occupied  by  the  men  of  the  Government.  The  Marlin- 
Rockwell  people  had  leased  that  building,  had  taken  a  lease  on  it, 
which  was  approved  by  the  Ordnance  Department  in  August,  1918. 

Mr.  Jepferis.  Do  you  know  what  that  lease  cost  ? 

Mr.  Grat.  It  cost  $5,000  from  August  until,  I  think,  the  1st  oi 
January,  and  $500  a  month  thereafter.  I  am  not  quite  sure  of  that. 
I  think  $5,000  and  $500  a  month  thereafter.  That  was  signed  and 
approved  by  the  Ordnance  Department,  and  we  had  no  place  for  the 
Government  employees.  The  Marlin-Rockwell  employees  mostly 
lived  in  Wilmington. 

Mr.  Jeffehis,  How  did  they  get  down  there! 

Mr.  Gray.  They  came  down  m  automobiles. 

Mr.  Jefteris.  Who  paid  for  that? 

Mr.  Gray.  The  United  States  Government. 

Mr,  Jefferis.  Was  that  true  up  to  the  time  you  got  there? 

Mr.  Gray.  That  was  true  after  I  got  there.  Living  conditions 
were  very  bad  there.  It  was  hard  to  find  places  for  the  people  to 
live,  especially  the  women.  We  had  to  employ  women,  and  some 
of  them  lived  at  Middletown,  Del.  Some  lived  at  Delaware  City, 
and  they  could  not  secure  board  in  the  near-by  farmhouses,  so  it 
was  necessary  for  them  to  live  wherever  they  could  find  lodging,  and 
we  had  to  bring  them  to  and  from  their  work ;  there  was  no  other 
way  to  secure  people  down  there.  The  men  could  not  live  on  the 
work,  and  some  married  couples  were  there  working,  and  the  hot«l 
at  Augustine  Beach  was  occupied  by  Government  employees,  both 
men  and  women.  There  was  a  number  of  married  couples  there, 
and  the  upper  floor  was  given  over  to  married  couples  and  single 
women ;  one  or  two  married  couples  were  there  and  the  single  women. 
The  men  occupied  the  central  floor,  and  we  took  the  dancp  hall  and 
changed  it  into  sleeping  quartei-s  and  had  40  or  50  men  in  there. 
And  we  took  the  bathhouses  and  changed  them  into  living  quarters, 
and  let  them  sleep  in  there  also.  They  paid  for  their  meals,  but  did 
not  pay  for  their  quarters;  nobody  paid  for  their  quarters.  The 
men  that  lived  at  the  camp-;-that  is,  that  wanted  to  live  there — lived 
there.  The  firemen  and  policemen  lived  in  the  camps.  The  laborers 
lived  there  and  the  mechanics,  some  of  them,  a  few  in  the  surround- 
ing country.  We  had  to  concede  a  great  many  things  to  the  people 
that  worked  there  in  order  to  keep  them.  It  was  twenty-odd  miles 
from  every  place. 

Mr.  Jefferib.  Do  you  know  what  it  cost  approximately  per  per- 
son to  get  them  down  from  Washington  ? 

Mr.  Gray.  No. 
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Mr.  JekI'-eris.  I  believe  I  will  let  somebody  else  ask  him  questions. 

Mr.  Garrett.  Major,  j-ou  were  there  when  Maj.  Foster  visited 
there,  were  you  ? 

Mr.  Gray,  Yes,  sir. 

Mr.  Garretit.  Of  course,  those  conditions  as  you  have  related 
them  to  the  committee  were,  I  suppose,  placed  before  him? 

Mr,  Gray.  No, 

Mr.  Garrett.  Didn't  he  confer  with  you  ? 

Mr,  Gray.  He  did  not  confer  with  nie,  but — oh,  possibly  less  than 
a  half  hour,  15  or  30  minutes — but  he  did  confer  with  the  Marlin- 
Rockwell  mana^ment  and  the  management  of  the  F.  T.  Ley  Co., 
and  the  vice  president  was  there,  Mr,  Sickman,  a  man  that  died  of  the 
influenza  in  the  winter  of  1918.    He  did  not  confer  with  me, 

Mr.  Garrett.  He  did  not  go  into  these  matters  with  you? 

Mr.  Gray.  No:  he  did  not  go  into  these  matters  at  all, 

Mr,  Garrett.  Is  that  raili-oad  that  is  there  now  of  use  at  all? 

Mr,  Gn.AY.  Well,  it  is  of  use  in  salvaging  that  plant:  if  that  plant 
was  sold  as  a  manufacturing  plant  it  would  make  it  of  use  then. 

Mr.  Garrett,  Is  there  anything  there  to  make  any  manufacturing? 

Mr.  Gray.  I  think  there  would  have  been  if  they  had  completed 
the  dock  and  the  wharf.  Any  manufacturer  that  would  take  that 
plant  would  be  compelled  to  complete  the  dike  as  a  means  of  devel- 
oping the  property  and  in  order  to  avail  himself  of  the  tidewater  fa- 
cilities he  would  have  to  build  a  pier. 

Mr.  Garrett.  Well,  there  are  not  buildings  there  that  would  be 
worth  very  imich  to  a  manufacturer? 

Mr.  Gray.  No;  the  only  thing  that  would  be  worth  anything  now 
would  l)e  the  buildings  there  to  house  his  construction  forces  while 
he  was  building  his  plant, 

Mr,  Garrett.  Those  are  very  inferior  buildings? 

Mr,  Gray.  Thev  are  good  of  the  kind;  substartially  put  up, 

Mr,  Garrett,  Of  course,  the  administration  building 

Mr,  Gray  (interposing).  The  administration  building  and  the 
cafeteria  and  the  warehouse  and  the  cement  house  would  be  good 
for  any  plant;  they  would  stand  up  with  ordinary  care  for  15  or  20 
years. 

Mr.  Garrett.  They  are  all  wooden  buildings,  are  they? 

Mr.  Gray.  All  wooden  buildings.  But  there  is  no  village  there. 
There  was  a  statement  in  the  j>apers  that  there  was  a  village  to 
house  4.000  people ;  there  was  no  village  built  there. 

Mr.  (lARRETT,  There  was  no  testimony  before  the  committee  like 
that,  I  think, 

Mr.  Gray.  I  thought  I  would  corrett  that  if  there  was. 

5Ir  (lAKRETT.  We  understood  that  no  village  for  the  employees 
was  there;  that  is,  no  buildings  for  the  employees  to  be  engaged  in 
the  operation  of  the  plant  was  construcled? 

Mr.  Gray.  No;  there  was  not. 

Mr.  Garrett.  All  that  was  constructed  in  the  way  of  residences 
was  temporary,  cheap  buildings? 

Mr.  Gray.  Yps:  and  the  preliminary  business  was  finished;  we 
were  all  ready  to  shoot  and  build  the  plants. 

Mr.  Garrett.  Well,  now,  one  of  the  officials  of  that  loading  com- 
pany that  was  before  this  committee,  in  discussing  the  question  of 
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the  lon^  delay  continuing  the  construction  work,  insisted  that  it  was 
not  the  fault  of  that  company,  but  it  was  due  to  the  fact  that  they 
never  furnished  with  definite  specifications  that  were  necessary.  Can 
jou  frive  the  committee  any  information  about  that  ? 

Mr.  Gray.  Well,  they  made  the  same  statement  to  me — that  they 
were  not  told  the  kind  of  explosive  that  wa&  to  be  used.  They  made  a 
a  great  many  plans.  I  think  they  made  forty-odd  plans  and  brought 
them  down  here;  it  was  their  duty  to  design  a  plant.  And,  of  course, 
if  they  did  not  know  what  kind  of  ammunition  that  was  to  be  used 
it  might  make  considerable  difference  as  to  the  design  of  the  plant. 
But  tney  made  forty-odd  plans  and  submitted  the  majority  of  them 
to  the  Ordnance  Department  here  in  Washington  and  recamped 
them,  and  it  was  not  imtil  the  first  week  in  November  that  their 
■designs  were  accepted  and  approved  by  the  Ordnance  Department, 
There  may  be  some  excuse  in  that,  but  if  they  had  been  practical 
ammunition  loaders  they  would  have  had  some  knowledge  of  the 
business  and  not  have  hnd  40  plans — before  they  would  have  drawn 
40  plans  they  would  have  developed  a  general  scheme  of  their  build- 
ings and  machineiT  to  load  bombs.  They  hadn't  anything  when  I 
went  there.  They  had  nothing  to  work  on.  Tliey  had  no  design  for 
their  power  plant;  that  had  not  been  designed;  that  was  designed 
after  we  went  there.  The  entire  designing  was  being  done  by  F.  T. 
Lev:  it  was  not  being  done  by  the  Marl  in -Rockwell  Co. 

When  I  found  that  condition — that  the  designer  was  also  the 
builder  of  the  huildin|;s — I  interfered  and  told  the  Marlin-Rockwell 
Co.  that  they  must  either  supply  other  engineering  talent  or  that 
they  were  to  place  what  T^ey  was  doing  to  take  him  over  on  their 
pay  roll ;  that  it  would  never  do  to  have  the  designing  and  the  build- 
ing done  by  the  same  person ;  that  it  was  unethical.  They  agreed 
with  me  and  they  transferred  their  men  to  the  Marlin-Rockwell  Co. 
under  the  direction  of  Mr.  Morrow,  and  Mr.  Morrow  told  me  it  was 
more  satisfactory  to  him  and  they  could  have  the  designs  made  and 
that  they  would  consult  with  hini.  which  they  did  not  do  before  the 
change  was  made.  Thev  were,  up  until  the  armistice — they  were  en- 
gaging  quite  a  lot  of  tiraffmen  making  plans  for  those  buildings. 
I  had  nothing  to  do  with  those  plans  except  to  execute  them  after 
they  were  approved ;  then  it  would  have  been  my  duty  to  see  that  they 
were  erected  according  to  those  plans. 

Mr.  (iARBETT.  It  would  have  been  vour  business  to  see  the  T^ey 
Co. 

Mr.  Grat  (interposing).  Yes;  to  stake  out  the  buildings  and  in- 
spect them  and  carry  out  the  work:  to  carry  out  the  designs  which 
were  approved  bv  flie  Ordnance  Department. 

Mr.  Garrett,  ^ow.  when  yon  speak  of  40  plants,  do  you  mean  40 
complete  sets  of  plans? 

Mr.  Grat.  Yes;  40  different,  complete  sets;  that  is,  alterations. 
The  first  plan — whenever  they  hnd  the  plans  approved  they  had 
them  submitted  and  had  them  criticized  and  had  alterations  made  in 
them  and  had  them  taken  back.  This  is  their  statement  to  me;  they 
showed  me  the  plan  with  a  number  of  them.  They  had  the  changes, 
1  believe, 

Mr.  Garrett.  Was  it  any  part  of  your  duty  to  report  conditions 
there  to  the  authorities? 
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Mr.  Gray.  Yes ;  it  was  my  duty  to  report  to  the  Chief  of  the  Con- 
struction Division.  I  reported  tlirough  Maj.  Wallace,  -who  was  what 
we  called  supervising  constructing  quartermaster.  He  had  a  number 
of  plants  under  his  supervision.  His  headquarters  were  in  Wash- 
ington. I  made  out  daily  reports  of  progress  and  a  weekly  report. 
And  we  made  a  personal  report — wrote  a  letter  occasionally  show- 
ing the  progress  of  the  wort,  I  wrote  a  letter  within  a  few  days 
after  I  was  on  the  work.  I  wrote  a  letter  stating  the  conditions  I 
found  there;  what  I  had  done.  They  had  several  reports  from  me 
at  headquarters  as  to  the  conditions  that  arose.  They  never  found 
any  objection  to  what  I  did,  excepting  that  I  was  relieved  from  duty 
in  the  first  week  in  November  and  Brought  into  Washineton,  and 
sent  back  again  after  I  had  been  here  a  day.  When  Iregan  to 
restrict  them  and  try  to  get  some  economy  into  that  work,  reason- 
able economy,  they  never  threatened  me  personally,  but  the  general 
rumor  on  the  work,  and  the  Ley  and  Marlin-Rockwell  employees 
told  the  Government  employeesand  some  of  Capt.  Douglas's  police 
officers  reported  to  me  that  Gray  and  his  entire  force  would  be 
replaced  by  the  middle  of  October,  and  then  it  was  the  Ist  of  No- 
vember, and  while  they  did  not  dismiss  anybody  else  they  did  me; 
they  had  me  recalled  from  that  work  in  the  first  week  in  November; 
on  the  7th  of  November;  I  was  here  armistice  day;  and  after  a  short 
interview  with  Maj.  Wallace  and  Col.  Trask,  in  which  I  said  I  would 
ask  for  an  investigation  or  court-martial,  that  I  liad  been  threat- 
ened— now,  if  that  organization  was  strong  enough  to  have  me 
relieved  from  duty  there  that  that  would  be  a  reflection  on  my  engi- 
neering ability  and  ability  as  a  contractor  and  as  an  officer,  and  I  was 
going  to  ask  for  an  investigation ;  and  about  20  minutes  afterwards 
they  changed  their  minds  and  sent  me  back;  they  would  not  have  an 
investigation.  Now,  those  people  were  strong  enough  to  have  me 
relieved  from  duty  there,  because  I  was  interfering  with  their  plans. 

Mr.  Garrett.  You  had  been  completely  relieved,  had  youf 

Mr,  Gray.  I  was  completely  i-elieved.  The  copies  of  the  orders 
are  in  here  [indicating  file  of  letters] ;  the  order  reinstating  me  is 
here — the  letter  from  Maj.  Wallace  stating  that  there  was  no  reflec- 
tion on  me. 

Mr.  Gakrett.  Where  did  the  ordei^s  come  from? 

Mr.  Gray.  From  The  Adjutant  General's  Office;  the  orders  had  to 
come  from  there. 

Mr.  Gabhett.  Yes ;  I  understand  that. 

Mr,  Gray.  On  request  of  the  department.  Tliere  had  been  a  con- 
ference here  in  Washington  of  the  Marlin-Kockwell  Co.'s  men  and 
a  representative  of  the  Ordnance  Department  in  the  Construction  Di- 
vision, and  the  Marlin-Kockwell  Co,  decided  that  they  would  relieve 
Mr.  Morrow  and  place  Mr.  Kinnear  in  chai^  of  the  work,  and 
in  order  to  have  harmony  in  the  work  that  the  Construction  Divi- 
sion were  to  relieve  me,  and  they  carried  out  that  agi"eement;  they 
relieved  me,  but  they  put  iiie  back  again.  Mr.  Kinnear  came  on 
and  was  there  quite  a  while  in  charge  of  the  work.  And  they  re- 
lieved Mr.  Morrow,  but  he  stayed  there  until  the  first  week  in  Jan- 
nary,  and  then  they  sent  him  away,  or  he  resigned.  When  I  tried 
to  put  some  economy  in  there  why  I  lun  up  against  it,  but  I  was 
satisfied  to  stand  an  investi^tion  if  they  were,  I  felt  just  like 
anybody  else  would;  I  felt  injured  and  that  I  had  not  been  sustained. 


ORDNANCE.  1665 

Mr.  Garrett.  Had  there  been  any  officers  sent  up  there,  do  you 
know,  besides  Maj.  Foster? 

Mr.  Grav.  On  investigations? 

Mr.  Garkztt.  Yes. 

Mr.  Grav.  Not  that  I  know  of.  There  were  a  ntiniber  of  officers 
visited  the  plant;  there  were  officers  there. 

Mr.  Garrett.  I  mean  for  official  purposes  or  for  the  purpose  of 
investigation  ? 

Mr.  Gray.  Not  to  my  knowledge;  if  thev  came,  tbev  came  without 
seeing  me  or  consulting  me.  Col.  Trask  and  an  Englisli  major, 
Wallis,  and  two  officers  from  the  Ordnance,  I  do  not  recall  their 
names,  came  there  after  Maj.  Foster  had  made  his  report.  They 
spent  the  day  looking  the  grounds  over  and  asking  questions  and 
asked  the  Ley  Co.  and  the  Marl  in- Rockwell  Co.  to  get  up  some  esti- 
mate of  what  it  would  finally  cost,  and  what  it  would  cost  to  trj-  to 
take  some  other  site ;  there  was  some  discussion  as  to  abandoning  it 
after  what  had  been  done,  abandoning  tliat  and  starting  a  new  ono 
at  some  place  else;  and  that  is  what  they  came  up  there  to  discuss. 

Mr.  Gabretf.  By  the  way,  what  is  your  thought  about  that  site! 

Mr.  Gray.  It  was  a  good  site  for  the  purpose. 

Mr.  Garrett.  Do  you  think  it  was  a  good  site  ? 

Mr.  Grat.  Yes;  it  had  the  isolation  necessary  for  a  plant  that  was 

going  to  handle  high  explosives,  and  it  had  water  facilities  and  they 
uilt  the  railroad  facilities  t6  it.  It  is  ground  that  was  above  the 
water  from.  14  to  30  feet  and  about  40  per  cent  marsh  land. 

Mr.  Garrett.  Does  the  marsh  land  detract  any  from  it  for  the 
purpose  for  which  it  was  to  be  used? 

Mr.  Gray.  I  don't  think  so;  not  when  there  was  a  dike;  after  there 
was  a  dike  it  was  as  good  as  any  other  land.  It  was  level  and  re- 
quired very  little  work  to  start  operations  of  tlie  kind  that  were  going 
to  be  built,  but  it  would  have  been  necessary  to  cover  with  a  foot  or 
more  of  cinders  to  make  it  drj' ;  after  it  rams  the  water  remains  on 
that  ground  awhile.  The  soil  is  about  6  inches  to  a  foot  thick  and 
is  sandy,  and  under  that  is  clay  and  water  after  a  heavy  rain,  the 
soil  is  churned  up  to  mud  in  a  few  hours,  so  that  would  have  been 
necessary.  But  I  thought  the  site  was  as  good  as  they  could  have 
chosen  south  of  Wilmington ;  if  that  is  where  thev  wanted  to  get  on 
the  Delaware,  it  was  a  good  place.  The  nearest  vfllage  was  an  objec- 
tion from  the  explosive  point  of  view;  there  were  a  few  houses  at 
Port  Penn,  but  it  would  be  hard  to  locate  where  there  was  not  a  vil- 
lage of  some  kind. 

Mr.  Garrett,  How  large  was  the  hotel  at  the  beach  ? 

Mr.  Gray,  I  think  twenty-odd  rooms  in  all. 

Mr.  Garrett.  You  mean  twenty-odd  guest  rooms,  exclusive  of  the 
dining  room,  and  so  on! 

Mr,  Gray,  Yes,  sir. 

Mr.  Garrett,  What  was  the  character  of  that? 

Mr.  Gray,  It  was  a  brick  building;  it  was  built,  I  was  told,  about 
150  years  ago ;  of  good  construction. 

Mr,  Garrett.  Good  condition? 

Mr.  Gray.  The  exterior  was  in  good  condition ;  the  interior  had  to 
be  overhauled;  it  had  no  conveniences.     The  water  was  bad.     We 
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had  to  bring  in  drinking  water.  We  sent  bettles  to  Middletown  and 
brought  it  in.  At  firet  we  got  our  water  from  Wilmington,  and  then 
we  bought  bottles  and  hamed  it  from  Middletown.  from  tiie  town 
pump;  that  was  good  water.  It  was  about  V2  miles  away.  And  the 
water  at  the  hotel  was  a  dirty  yellow  all  the  time,  and  it  was  con- 
demned! by  the  health  department,  both  the  State  health  department, 
and  we  had  men  that  tested  it  at  the  Army  laboratory  and  they  told 
us  not  to  use  it;  that  it  had  bacillus  and  all  manner  of  impurities;  but 
we  pumped  it  through  the  buildings  for  lavatorj-  purposes. 

Mr,  Garrett,  Was  it  much  of  a  summer  resort? 

Mr.  Gbav.  No;  it  is  more  of  an  excursion  resort  in  tlie  summer 
months. 

Mr.  Garrett.  Was  the  hotel  in  operation  at  the  time  the  Govern- 
ment went  there* 

Mr.  Grat.  No;  it  was  not  in  operation.  They  had  their  own 
steamboat  and  their  own  little  dock;  the  Government  took  over  the 
steamboat,  I  understand,  and  used  it  at  Hog  Island.  They  had  no 
steamboat  to  bring  their  excursionists  to  the  park  so  they  were  out  of 
business  when  the  Government  took  it  over. 

Mr.  Garrett.  Wasn't  that  a  pretty  high  rental  price  the  Govern- 
ment paid  for  that! 

Mr.  Gray.  It  seemed  high  considering  the  work  they  done;  it 
seemed  high. 

Mr.  Graham.  How  much  did  you  &y  that  was? 

Mr.  Gray.  $5,000  from  the  date  of  the  lease,  which  I  think  was 
the  1st  of  August,  1918,  to  the  1st  of  January,  1919,  and  $500  a 
month  thereafter.  I  think  the  lease  was  terminated  in,  I  think, 
March  of  1919.  We  had  the  privilege  of  terminating  it,  I  think  the 
1st  of  May  or  April  and  it  was  terminated. 

Mr.  Garrett.  Well,  do  you  know  when  the  plans  were  finally  ap- 
proved t 

Mr.  Gras".  Yes,  sir. 

Mr.  Garrett,  I  believe  it  was  stated  here  that  it  was  finally  received 
on  the  12th  of  November. 

Mr.  Gray.  I  think  somewhere  about  that.  But  it  was  a  date 
ahead  of  that,  the  5th  or  the  7th. 

Mr.  Garrett.  Somewhere  along  about  that;  I  think  they  said  they 
broke  ground  on  the  day  the  aimistice  was  signed  for  the  power 
plant. 

Mr.  Gray.  Yes ;  we  broke  ground  for  that,  and  we  broke  ground  a 
few  days  before  for  one  of  the  units  of  the  loading  plant. 

Mr.  Garrett.  As  I  understand  you,  Major,  yo»i  can  not  give  us 
any  specific  information  as  to  the  delays  that  may  have  been  occa- 
sioned by  changes  in  plans  on  the  part  of  the  Ordnance  Department? 

Mr.  Gray.  I  can  not    I  had  no  part  in  that. 

Mr.  Garrett.  It  was  stated  here  by  some  memt>er 

Mr.  Graham  (interposing),  Mr.  'I'oby. 

Mr.  Garrett.  Well,  it  was  stated  by  him  that  the  Ordnance  De- 
partment changed  the  character  of  the  stuff  that  was  to  be  used  in 
loading  shells  nve  times. 

Mr,  Gray.  I  do  not  know  how  often  they  changed  it. 

Mr,  Garrett.  And  he  read  a  lot  of  correspondence  that  passed. 

Mr.  Gray.  I  don't  know  anything  about  that.  It  is  hearsay  with 
me;  but  they  brought  their  troubles  to  me  and  told  me  they  were 


delajd  The  construction  division  was  ready  as.  soon  as  they  gave 
them  to  us.  We  anticipated  by  ordering  standard  material.  We 
ordered  cement,  and  we  ordered  the  sand.  We  had  our  orders  placed 
for  flat  and  crushed  stone  and  we  had  an  order  placed  for  the  brick. 
We  had  nearly  a  million  brick  delivered.  We  had  orders  placed  for 
tiie.  Anything  that  we  conld  order  which  we  knew  would  enter  into 
the  construction  of  those  buildings  we  had  it  under  order,  and  a 
good  bit  of  it  in  hand. 

Mr.  Gahrett.  Now,  did  you  have  anything  to  do  with  the  hurrying 
up  those  orders,  or  with  expediting  them? 

Mr.  Gbat.  Oh,  yes. 

Mr.  Garrett.  You  got  in  behind  those  fellows, 

Mr.  Ghat.  Oh,  yes ;  I  got  in  behind  the  orders.  The  construction 
divisions  orders  were  placed  here  in  Washington ;  I  knew  when  they 
were  placed;  I  had  a  copy  of  the  oi-der  and  it  was  my  business  to 
■follow  it  up.  The  contractor  confirmed  that  order — that  is,  the  Mar- 
lins-Kockwell  Co,  confirmed  it — and  it  was  a  duty  of  mine  to  get 
after  them  and  see  that  that  material  was  speeded  up  and  delivered 
promptly. 

Mr.  Garrett.  Well,  now,  had  you  anything  to  do  with  the  can- 
cellation or  the  efforts  at  cancellation,  if  any  were  made  following 
the  signing  of  the  armistice! 

Mr.  Gray.  I  did;  after  we  were  told  to  cancel.  There  was  a  de- 
lay; there  was  a  hold-up  in  that  for  a  few  days.  As  soon  as  the 
decision  was  made  to  cancel  orders,  wliy  then,  on  all  local  orders — 
the  orders  that  I  could  reach,  Philadelphia,  Baltimore.  Wilmington, 
New  York,,!  took  our  lists  of  orders  and  seen  some  personally  and 
sent  &  representative  to  see  others  and  corresponded  with  them  in  an 
effort  to  nring  about  a  cancellation. 

Mr.  Garrett.  Do  you  recall  about  when  your  work  in  that  direc- 
tion began? 

Mr.  Gray.  It  began  in  the  latter  part  of  November. 

Mr.  Garrett.  Mr.  Toby  testified  before  the  committee  and  rend  to 
the  committee  copies  of  letters  that  he  sent  out  or  caused  to  be  sent 
out,  some  by  his  company,  and  some  he  read,  by  the  Ley  Co.,  asking 
them  to  send  out  letters;  do  you  know  anything  abont  those  letters 
that  he  signed  ? 

Mr.  Gray.  Well,  he  did  that  after  he  had  been  instructed  by  him 
to  do  it.  We  instructed  them  and  they  instructed  Ley.  You  see, 
it  was  kind  of  a  three-cornered  game,  I  had  to  go  through  Marlin- 
Kockweli  Co.  to  get  to  Ley,  and  then  Marlin-Rockwell  Co.  have  a 
reprc'-entative  in  w'ilmington  and  have  to  go  over  to  Washington 
and  they  objected  to  that,  and  there  Mr.  Morrow  came  down  and 
lived  at  the  Augustine  Hotel,  and  then  I  dealt  with  Morrow  and  he 
dealt  with  Ley.  They  did  not  send  out  any  cancellation  orders  until 
they  were  told  to  do  it.  If  everybody  canceled  it  would  make  a 
disruption  in  the  business  world  and  we  were  told  to  proceed  in  that 
way.  And  as  soon  as  we  got  orders  they  had  a  letter  directing  them 
to  correspond  and  see  what  they  could  do  toward  cancellation,  and 
that  was  the  occasion  for  sending  out  the  letters. 

Mr.  Garrett.  I  was  just  about  to  refer  to  that.  If  my  memory 
serves  me  correct  Mr.  Toby  read  to  the  committee  here  a  letter  or 
two  that  he  claimed  to  have  sent  out  almost  immediately,  and  then 
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a  telegfam  that  he  received  from  the  departmeDt,  and  the  impression 
was  made  upon  my  mind — I  have  not  read  the  testimony  at  u1 — that 
parties  to  whom  lie  wrote  must  have  communicated  m  some  way 
with  the  department  here  and  the  department  telegraphed  advising  as 
you  have  stated  that  it  was  not  desimble  to  have  industry  thrown 
into  utter  confusion. 

Mr,  GRAr.  Yes;  he  may  have  done  that;  very  likely  he  did, 

Mr.  Gakkett,  I  believe  that  is  all. 

Mr.  Gkaiiam,  Maj,  Gray,  do  you  know  wlio  was  present  at  that 
conference  in  Washington  that  you  have  spoken  about  with  the  Mar- 
lin-Eockwell  people? 

Mr.  Ghat.  I  was  not  thei-e;  I  only  know  from  some  of  the  in- 
formation I  got.  Mr.  Kinnear  and  Mr.  Toby,  and  Mr. — he  is  from 
their  New  York  office;  let  me  see  if  I  have  their  organization  in 
here;  no;  their  New  York  officials;  their  president,  and  their  leading 
officials  from  New  York  were  present.  I  do  not  know  who  was  there 
from  the  Ordnance  Department;  I  think  Col.  Trask  was  there  from 
the  Construction  Division ;  they  had  that  conference. 

Mr.  Graham.  It  was  after 

Mr.  Gray  (interposing^.  That  was  after  Maj.  Foster's  report. 

Mr.  Geaham.  Yes;  Maj.  Foster's  report  was  dated  October  23. 

Mr.  Gray.  Yes ;  and  it  was  after  his  report  and  that  visit  of  Col. 
Trask  and  Maj.  Wallis.  and  some  other  officers  from  Washington 
came  there,  and  then  they  came  back  and  then  they  had  the  con- 
ference over  the  progress  of  the  work. 

Mr.  Graham.  And  that  is  when  they  agreed  to  let  you  out! 

Mr.  Gray.  Yes,  sir. 

Mr.  Graham.  I  think  in  connection  with  your  statement  here,  I 
think  you  had  better  offer,  so  that  it  can  be  put  in  the  record,  the  let- 
ters that  you  received  from  the  department  calling  for  vour  release, 
and  the  order  reinstating  you.    You  can  pick  those  out  afterw&rds- 

Mr.  Gray.  Ail  right. 

(The  letters  and  orders  referred  to  were  afterwards  furnished  by 
Mr.  Gray  and  are  as  follows:) 

A  telegram  from  the  Adjutant  General's  OfBoe  dated  Novenil>er  6.  1918,  and 
received  at  the  Marlln-Rockwell  Loading  Plant  Novpraber  7.  1618,  relieved  ftoe 
constructing  officer,  Maj.  Wm.  B.  Gray,  from  duty  at  the  Marlln-Rockwell 
Loading  Plant,  and  ordered  him  to  report  to  the  Chief  of  Construction  Divi- 
sion, Washington,  D,  C,  us  hlB  assistant. 

He  was  also  ordered  to  turn  over  to  his  successor,  Maj.  J.  D,  Moen,  all  con- 
stractlon  work  and  authorizations  at  the  Marlln-Rockwell  Ixiadlng  Plant  nnd 
the  Bethlehem  Loading  Co.  Cafeteria  ;  copies  of  correspondence,  orders,  etc.,  are 
as  follows: 

Washipiotok,  D.  C,  Tfovemher  6.  lOlft. 
Maj.  Wm.  B.  Gbay, 

Officer  in  Charge  of  Conitruction  Work, 

Marlin-Rockieelt  Loading  Plant,  Rockicell  Park,  Del. 

You  are  hereby  relieved  from  present  station  and  duties.  Vou  will  turn 
over  to  your  successor,  Ma].  J.  D.  Moen,  all  construction  work  now  going  on. 
all  authorizations  for  all  funds,  flies,  and  records  pertaining  to  construction 
work  at  Marlln-Rockwell  Loading  Plant  and  Bethlehem  Loading  Co.  Cafeteria, 
and  then  proceed  without  delay  to  Washington,  D.  C,  and  take  station  Cbere 
and  r^»ort  to  chief  of  Constractioo  Division  for  duty  as  his  assistant.  Travel 
directed  oecessar;  in  military  service. 


itv  Google 


Oo  November  19,  1918,  Ma].  Wm.  B,  Gray  was  reliixtated  as  conBtructlon 
officer  at  the  Marlln-Rockwell  Loading  Plant,  Delaware  City,  Del.,  and  the 
Betblehem  Loadlus  Plant  Cafeteria.    Correspondence  relating  thereto  as  fol- 

^ledal  Orders,  2T1-0. 

Was  Depastuert. 
Wathinglon.  D.  C,  November  19,  ISIH. 
118.  War  Department  orders  heretofore  Issued  relieving  MaJ.  Wm.  B.  Gray. 
ElDgineers,  from  duty  at  Marllo-Bockwell  Loading  Plant,  Delaware  City,  and 
cafeteria  lor  Bethlehem  Loading  Plant  are  hereby  revolted. 
By  order  of  the  Secretary  of  War: 

Pettor  C.  Mabcb, 

General,  Chief  of  Staff. 
OfSdal: 

P.  C  HutRia, 

The  Adfvlant  General. 

Special  Orders,  2T2-0. 

Wab  Depaktuent, 
Waihington,  D.  C„  November  tO,  J918. 
88.  MaJ.  WlUlam  B.  Ora}%  now  officer  Id  charge  of  constructloD  vork,  Etela- 
Trare  City,  DeL,  will  assume  dnty  as  officer  In  charge  or  construction  of  cuie- 
teria,  Bethlehem  Loading  Co.,  near  Castle,  Del.,  under  direction  of  chief  of 
Construction  Division,   In  addition    to  his  other  duties.    Travel   directed  la 
necessary  in  the  military  service. 
By  order  of  the  Secretary  of  War: 

PKVTON    C.    NfABCU, 

General,  Chief  of  Staff. 
Official : 

P.  C.  Haxbib, 

The  Adivtant  General. 

Was  Depabtuent. 
OFncK  OF  CoNHTEUcTiSG  OFFICER  Mabliw-Rockweij,  Plant, 

Wilmington,  Del.,  yovember  2. 1918. 
From :  Constructing  officer. 

To:  Chief  of  Constructing  Division.     (Attention  of  MaJ.  H.  U.  Wallace.) 
Subject :  Change  of  station. 

1.  Yesterday  In  advising  roe  orally  of  my  relief  from  duty  at  this  station  and 
transfer  to  Washington  to  take  station  there  as  assistant  to  the  Chief  nf  the 
Construction  Division,  you  stated  that  my  being  relieved  from  duty  here  was 
In  no  way  a  reflection  on  my  record  and  I  am  writing  you  asking  you  to 
confinn  that  by  letter. 

Wm.  B.  Gbay, 
Major  of  Engineers,  Constructing  Officer. 

Was  Depabtuent, 
Office  of  Constructino  Ofticee  Mablin 'Rock well  Plant, 

Wilmington,  Del.,  November  8,  1918. 
From :  Constructing  officer. 

To:  Chief  of  ConBtructlon  Division.     {Attention  of  Ma].  H.  U.  Wallace.) 
Subject :  Change  of  station. 

1.  In  relation  to  telegraphic  order  which  I  have  from  The  Adjutant  General 
and  your  oral  instructions  to  me  relieving  me  from  dutj-  at  my  station  rtith 
orders  to  turn  over  to  my  successor,  MaJ.  J.  D.  Moen,  all  the  construction  work 
DOW  going  on  at  the  Marlln-Rockwell  Loading  Plant  and  the  Bethlehent  Load- 
ing Co.  cafeteria.  Col.  Trasb  yesterday  afternoon,  as  well  as  yourself,  in- 
structed me  to  remain  here  as  constructing  officer  until  final  decision  has  l>een 
reached  as  to  the  completion  of  the  project.  Col.  Trask  directed  Capt.  Shaw 
to  have  yon  write  me  a  letter  stating  that  under  his  instructions  and  until 
further  ordera.I  was  to  remain  here  as  constructing  officer.  This  was  to  protect 
me  in  so  far  as  the  orders  relieving  me  had  been  received  from  The  Adjutant 
General. 

2.  Would  ask  you  to  have  this  letter  written  to  me. 

W«.  B.  OBAr. 
Major  of  Engineers,  Constructing  Offlcer. 
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War  Dkpaktubnt. 
Ofmck  of  thk  (.'o>-8Ti(T-crioN  Division  or  thk  Abut, 

MiiKlimt/tvn,  l>.  C..  Korember  18,  I31S. 
From  :  Clilet  of  CoUKtruetion  Division. 

To:  Cull  struct  iHK  oKlcer,  Marlln-UiK^kivell  LoudiiiK  Co.,  Delaware  City,  Del. 
Subjet-t :  Cliarge  ot  station. 

1.  Your  letter  of  the  Sth  n-ferrlirg  to  change  In  station. 

2.  Tills  Is  to  advlxc  you  tliut  the  reL-ftit  proposal  tu  transfer  you  from  your 
present  station  wiis  lji  no  way  n  n-tleciloii  on  your  work  iit  Murlln-Itockwell 
plant. 

K.  C.  Marsiiali.,  Jr.. 
BrigadiiT  ticne.i-al,  Vnited  S'taliS  Army, 

Chief  of  Cungtruction  Divition, 
By  H.  U.  Wau-»cb, 
ilajnr,  Bngineers,  United  Slatft  ArniV- 

Mr,  Graham.  Now,  this  company,  Major,  has  filed  a  claim  here 
witli  the  Government  for  $600,000,  approximately,  we  are  advised, 
I  do  not  know  whether  it  is  fair  to  ask  you  or  not,  but  I  will  take  a 
chance  on  it:  From  what  you  ob.served  of  the  work  out  there  and. 
what  you  know  of  the  situation,  do  you  think  there  is  anything  com- 
ing to  that  company  ? 

Mr.  Gray.  There  is  nntliing  coming  to  them,  except  what  they  are 
entitled  to  under  the  terms  of  their  agreement.  If  their  contract  is 
a  valid  contract,  they  are  entitled  to  their  commission. 

Mr.  Graham.  Was  their  negligence  and  their  general  conduct  of 
the  work  out  there  so  grossly  negligent  as  to  make  the  payment  "f 
further  compensation  to  them  unnecessar>',  in  your  judgment^ 

Mr.  Gray,  Well,  if  it  is  considered  from  the  services  rendered,  1 
would  say  they  were  not  entitled  to  anything  more, 

Mr.  Graham,  But  if  it  was  constructed  strictly  according  to  the 
letter  of  the  contract,  you  could  not  say?. 

Mr.  Gray.  No:  the  contract  would  make  it  a  legal  question;  it 
would  be  a  legal  question.  Their  contract  is  prefaced;  the  preamble 
of  the  contract  is.  "Whereas  they  have  had  experience";  so  their 
contract  is  based  on  a  false  premise.  I  understood  the  contract  is 
what  is  known  as  an  informal  contract;  came  under  contract  not 
properly  signed. 

Mr.  Graham.  Yes:  it  comes  under  the  act  of  March  9  la-st. 

Mr.  Gray,  Yes.  sir, 

Mr.  Graiiah,  How  many  bunk  houses  did  they  build  out  there, 
Major? 

Mr.  Grat.  There  was  over  160  buildings  altogether.  I  can  tell 
you  how  many  bunk  houses  were  built. 

Mr.  Graham.  The  list  there  shows  40. 

Mr.  Gray.  Forty  bunk  houses?  Then  that  is  the  correct  amount. 
There  was  different  types — 2T  mechanics'  bunk  houses  there  pre- 
sumed to  be  a  little  better  than  the  others.  There  was  8,  say,  bunk 
houses  and  27  and  8  would  make  35;  and  there  were  16  laborers' 
bunk  houses,  and  that  would  make  51 ;  51  bnnk  Jiouses  altogether. 

Mr.  Graham.  What  were  they  made  of,  tar  paper  and  batten, 
weren't  they,  on  the  outside? 

Mr.  Gray,  No;  they  were  made  of  inch  boards  covered  with  tiir 
paper  and  the  tar  paper  battened  on. 

Mr.  Graham.  About  what  did  they  cost  apiece) 

Mr.  Gray,  About  $3,000  or  $3,200. 

Mr.  Graham.  About  $3,200  apiece? 
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Mr.  Gray.  Yes,  sir. 

Mr.  Graham.  How  long  were  they,  did  you  say? 

Mr.  Grat.  a  few  were  50  feet  long,  and  the  majority  were  100 
feet  long. 

Mr.  Graham.  How  wide? 

Mr,  Geat.  Twenty  feet  wide. 

Mr.  Graham.  I  notice  some  there  are  16  feet  wide. 

Mr.  Gray.  Tliere  may  haVe  been  eome  of  them  16;  I  think  the 
first  ones  built  were  probably  16  feet  wide.  They  were  a  one-story 
building. 

Mr,  Graham.  And  cheap  construction  ? 

Mr.  Grat.  Just  the  cheapest  construction  that  you  could  plan  or 
design. 

^^^,  Graham.  Now,  this  commissary  building  or  cafeteria,  as  you 
call  it,  how  big  a  building  was  that^ 

Mr.  Grat.   ion  mean  trie  one  first  built? 

Mr.  Graham.  The  permanent  one;  the  one  that  cost  $140,000,  if 
that  is  what  it  cost? 

Mr.  Grat.  I  will  have  to  look  at  that.  That  is  what  it  cost;  it 
is  quite  an  elaborate  building  and  covers  a  good  deal  of  ground.  I 
do  not  find  the  dimensions  here  now. 

>Ir.  Garrett.  It  was  to  accommodate  3,000  people? 

Mr.  Grat.  To  accommodate  3,000  people ;  it  is  a  pretty  big  place. 
It  is  175  feet  and  10  inches  bv  220  feet  and  8  inches. 

Mr.  Graham.  About  175  feet  wide  one  way  and  200  feet  the  other' 

Mr,  Gray.  Yes,  sir. 

Mr,  Graham.  And  what  was  it  built  of? 

Mr.  Gbat.  It  was  built  of  boards,  a  frame  structure. 

Mr.  Graham.  And  was  not  plastered  inside? 

Mr.  Grat,  No. 

Mr.  Graham.  Just  temporary  construction? 

Mr.  Gray.  Temporary  construction;  it  was  to  be  lined  with  wall 
boards. 

Mr.  Graham.  But  it  was  not  walled? 

Mr.  Grat.  I  think  it  was;  I  think  it  had  been  partly  lined  with 
wall  boards,  but  I  am  not  sure. 

Mr.  Graham.  How  high  a  structure  was  it? 

Mr.  Gray.  It  was  one  story  high;  it  was  constructed  with  a  lan- 
tern ventilator, 

Mr.  Graham.  What  sort  of  a  roof  did  it  have  on  it? 

Mr.  Grat,  It  had  a  roof  of  boards  and  covered  with  tar  paper. 

Mr.  Graham.  Did  you  ever  see  this  so-called  tabernacle  down 
here  by  the  depot? 

Mr.  Grat.  Yes. 

Mr.  Graham.  How  did  it  compare  in  size  with  that  structure? 

Mr.  Geat,  The  tabernacle  is  larger,  somewhat  similar  in  shape, 
but  the  tabernacle  is  a  larger  building. 

Mr.  Graham.  'What  was  inside  of  it? 

Mr.  Grat.  Inside  was  a  built-in  refrigerator  and  some  small  re- 
frigerators; there  was  also  a  kitchen,  counters  for  serving  the  meals, 
ana  there  were  steam  tables  and  the  usual  kitchen  and  cafeteria 
equipment,  and  there  were  tables  and  benches  for  men  to  sit  down  to. 
It  was  divided  into  small  eating  quarters  for  office  men  and  women, 
and  large  quarters  for  a  general  cafeteria. 
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Mr.  Qbahah.  How  expensive  was  the  equipment  inside  of  the 
building  t 

Mr.  Grat.  I  do  not  know ;  I  do  not  buy  the  equipment ;  it  could 
not  be  bought  by  the  Ordnance  Department. 

Mr.  Grahau.  I  am  curious  to  Imow  what  made  that  place  cost 
$140,000;  that  is  an  immense  sum  of  money  for  a  building. 

Mr.  Gkat.  That  is  an  immense  sum. 

Mr.  Graham.  What  made  it  cost  that  much? 

Mr.  Gkat.  Well,  the  materials  that  entered  into  it,  and  the  labor. 

Mr.  Graham.  Major,  how  many  thousand  feet  of  lumber  do  you 
suppose  were  in  that  building! 

Mr.  Grat.  I  would  have  to  go  and  look  the  details  up  for  that;  I 
do  not  know.  I  have  the  detail  here  on  it,  and  I  will  look  into  that 
and  see  what  that  will  give  us. 

Mr.  Graham.  Do  you  know  what  you  were  paying  for  lumber  out 
there} 

Mr.  Grat.  The  lumber  for  that  came — I  think  a  good  bit  of  it 
was  War  Department  purchases  here.  We  paid  the  price,  which  was 
a  standard  price  fixed  for  lumber. 

Mr.  Graham.  Was  this  building  on  permanent  foundations! 

Mr.  Grat.  It  was  on  posts. 

Mr.  Graham.  What  kind  of  a  floor  did  it  have? 

Mr.  Grat.  It  had  a  double  floor;  it  was  floored  orer  with  2-inch 
planks  and  a  rough  flooring^  and  then  covered  with  a  tongued  and 
grooved  regular  |-inch  floonog,  withpaper  lining  between  the  two 
floors,  which  made  it  damp  proof.  Tnen  it  had  plenty  of  ventila- 
tion and  plenty  of  light  and  a  good  many  windows  on  the  sides  and 
ends.    Here  is  a  description  of  it : 

Mr.  Graham  (interposing.)  Kead  it. 

Mr.  Gray.  Frame;  one  story;  novelty  siding;  size  of  building, 
175  feet  10  inches  by  228  feet  8  inches;  the  Kiundations,  wooden 
posts;  roof,  gable,  covered  with  prepared  roofing.  Large  monitors 
for  light  and  ventilation.  It  had  on  the  first  floor  three  large  and 
one  small  dining  rooms,  one  store  with  counters,  one  kitchen,  one 
bakery,  one  washroom,  six  offices,  two  refrigerators,  and  six  store- 
rooms.   It  had  two  toilets,  fixtures  not  set. 

On  the  second  floor  it  was  intended  for  toilets,  but  none  were 
placed.  It  was  heated  by  steam;  76  per  cent  of  the  heating  was 
installed;  electric  light  85  per  cent  complete;  the  plumbing,  hot  and 
cold  water,  85  per  cent  complete.  There  was  a  platform  on  the  rear; 
there  were  24  single  doors  and  one  double  door;  105  double-sash 
windows  and  255  single-sash  windows.  The  labor  cost  was  $62,- 
842.70,  the  lumber  cost  $37,947.54,  and  the  additional  cost— the  charg- 
ing up  of  all  the  overhead  expenses  in  the  proportion  of  unloading 
materials  and  policing  the  plant  and  clearmg  up  to  the  time  this 
report  is  made.  It  is  not  dated  here  [indicating],  out  there  is  a  date 
to  go  with  it — added  to  that  $42,203,  its  proportion  of  these  charges, 
made  it  cost  $132,794.04.  The  labor  cost,  as  you  will  notice  in  this 
item,  exceeds  the  material  almost  $20,000. 

Mr.  Graham.  And  the  overhead  exceeds  the  material! 

Mr.  Gray.  The  overhead  exceeds  the  material.  The  overhead  ex- 
tends over  a  good  many  months. 

The  items  of  construction,  you  will  note,  are  divided  into  throe 
heads^labor  cost,  material  cost,  additional  cost.    The  additional-cost 
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item  represents  the  overhead  charges,  unloading  and  handling  of 
materials,  distributed  in  proportion  to  the  cost  of  the  building. 

Mr.  GARBmr.  You  spoke  of  the  placing  of  the  crossties  on  this 
railroad  12  inches  apart  when  they  should  nave  been  24 ! 

Mr.  Qrat.  Yes. 

Mr.  GARRETr.  Did  you  have  that  changed  on  the  part  that  was  con- 
structed after  >ou  went  there  t 

Mr.  Geay,  Yes. 

Mr.  Gaeeeit,  Did  you  have  any  trouble  with  them  about  that! 

Mr.  Ghaz-.  We  had  to  place  an  inspector  there  to  see  that  it  was 
done;  every  step  had  to  be  inspected,  everything  that  was  done. 
There  had  to  be  an  inspector  to  see  that  orders  were  carried  on. 

I  would  lilie  to  add  that  under  instructions  from  me  the  contractor 
placed  his  expediting  of  materials  and  transportation  under  s  man 
named  Riley  Williams,  an  experienced  railroad  man.  That  was 
done  in  order  to  put  some  economy  and  efficiency  into  the  handling 
of  traffic,  and  he  also  placed  William  O'Pelt  as  master  mechanic,  to 
take  charge  of  the  machinery,  in  order  to  see  that  the  machinery 
came  in  in  working  order  and  was  kept  in  working  order.  These 
men  were  on  F.  T.  Ley  &  Co.'s  pay  roll,  but  they  had  been  former 
Government  employees  on  other  work  and  came  there  under  my 
reconunendation. 

Mr.  Garrett,  How  much  of  a  road  do  you  say  there  was  there 
when  you  went  there ! 

Mr.  Grat.  I  think  there  was  less  than  a  mile.  [Referring  to 
papers.]  September  18  there  was  completed  29,680  linear  feet  of 
rough  grading,  and  there  were  24,824  linear  feet  of  track  laid ;  that 
was  inspected  the  18th.  So  when  I  went  there  on  the  10th  there  was 
probably  half  of  that,  say,  2  miles  of  grading  and  2  miles  of  track. 

Mr.  Gabrbtt.  The  total  of  both  was  8J  miles? 

Mr.  Gray.  Eight  and  a  half  miles;  yes,  sir. 

Mr.  Gabrett.  You  spoke  of  the  fact  that  there  should  have  been 
about  $100,000  saved  on  the  total  road  i 

Mr.  Gray.  On  the  total  road. 

Mr.  Gabrett.  I  suppose,  therefore,  there  were  some  plami  of  theirs 
on  this  other  6(  miles  constructed  after  you  went  there  with  which 
you  had  no  authority  to  interfere,  or  did  not  interfere,  that  might 
have  been  changed. 

Mr,  Grat.  We  could  not  change  it  very  much  then,'  it  was  located 
and  the  work  was  going  on,  and  I  could  not  go  in  and  alter  such 
things  very  rapidly. 

Mr.  Garrett.  How  much  could  it  have  been  shortened  by  cutting  - 
out  those  curves?     Did  you  make  any  survey  of  it? 

Mr.  Gray.  It  might  have  been  shortened,  one  of  my  railroad 
engineers  said,  a  half  mile,  but  the  shortening  would  have  reduced 
the  curvature  and  made  a  better  hauling  road,  and  the  cheapening 
would  have  been  in  the  grading  and  the  track  laying.  The  labor 
cost  was  excessive.  There  were  so  many  things  to  go  after  to  try  to 
regulate  that  it  was  almost  a  physical  impossibility  to  get  at  it  all 
at  one  time. 

Mr.  Jeefious.  Major,  which  one  of  these  companies,  in  your  opin- 
ion, was  making  the  greater  effort  to  increase  the  cost  of  construc- 
tion there,  as  you  observed  it  from  your  contact  with  that  ? 
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Mr.  (iBAT.  Both — of  conn*,  the  Ley  Co..  actually  doing  the  work. 
ha^l  tlie  better  opportanity.  and  he  used  that  opportunity:  but  the 
other  people  who  #ere  the  Government  a^nt£,  responsible  for  it  and 
were  tne  desij^ners,  they  niade  no  effcHt  to  modify  the  conditions. 

Mr.  Jeffebts.  In  other  words,  as  you  saw  it,  both  companies  were, 
by  one  method  or  another,  endeavoring  to  increase  the  cost  as  much 
as  they  could  ? 

Mr.  Gbat.  I  can  illustrate  it.  with  a  tittle  illustration  that  will  be 
plain  to  any  practical  business  man :  They  had  a  steam  shovel  woric- 
ing.  say,  at  this  hill  f  illnstratingl  and  making  a  fill  over  at  that 
«-omer  over  there  [indicating],  and  it  was  a  mile  and  a  half  of  track 
around  here.  From  where  they  took  this  material  out  here  [indicat- 
ing] to  where  they  dumped  it  was  level :  there  was  a  hill  here  [in- 
dicating] and  swamps  out  there.  They  had  no  passing  point  between 
the  dump  and  the  shovel;  thej'  had  a  little  spur  up  at  the  shoTel, 
and  thev  had  only  two  trains  working  there.  One  locomotive  was 
taking  t)iree  little  dump  cars,  and  the  other  was  taking  four,  and  they 
took  their  coal  on  the  main  line,  and  this  curved  when  they  came 
around  here  [indicating],  so  that  when  one  fellow  was  taking  the 
coal  and  water  the  other  could  not  get  by;  there  was  no  place  for 
them  to  pass.  They  had  to  come  with  the  empties  up  here  to  this 
little  spur  and  run  in  there  while  the  loads  went  out,  and  it  would 
take  the  shovel  about  three  minutes  to  load  the  three  cars,  or  less — 
it  could  load  them  in  less  than  three  minutes-  So  he  could  not  run 
down  here  [indicating]  and  pass  somewhere  on  the  road.  It  took 
the  man  out  here  [indicating]  three  or  four  minutes.  Instead  of 
dumping  that  material  on  the  side  and  bringing  the  tracks  up  and 
then  moving  over  and  dumping  it  as  they  went,  in  the  usual  method, 
they  run  that  track  right  down  the  middle  of  that  tract  and  dumped 
on  both  sides,  and  shoveled  it  out  by  hand;  and  I  did  not  get  that 
thing  altered  by  any  talk  I  could  have,  until  I  had  to  go  on  record. 
Evenr'thing  that  was  to  be  done  had  to  be  written,  and  the  letter  had 
to  pass  through  so  many  hands  before  it  reached  the  fellow  who  was 
responsible.  There  was  no  fellow  to  go  right  out  and  say,  "  Don't 
do  that,"  That  is  fundamental,  however.  Any  contractor  that 
would  do  that  would  go  broke.  It  was  costing  $1.50  to  $2  to  move 
that  material  which  ou^t  not  to  cost  more  than  25  or  80  cents,  and 
in  war  time  50  cents.  We  did  the  same  kind  of  work  at  Kfiddletown 
at  a  cost  of  18  or  20  cents.  But  track  was  laid,  passing  provided, 
and  water  provided;  and  the  trains  carried  6  or  8  carloads  of  mate- 
rial: it  was  done  the  right  way.  They  never  did  anything  right 
'until  ymi  went  right  on  their  backs  and  made  them  do  it.  I  had  to 
put  an  inspector  at  that  steam  shovel  and  another  at  the  dump  to  sec 
that  they  did  their  work;  and  they  had  a  foreman  and  paid  him  $10 
or  $12  a  day  and  overtime;  common  labor  on  the  job  they  paid  $50 
to  $75  a  week,  and  carpenters  got  $125  a  week.  But  those  were  the 
fundamental  things  that  were  done  wrong.  There  was  not  any  ques- 
tion but  what  they  were  done  wrong.  When  you  interfered  with 
that,  you  would  have  to  interfere  and  I  had  to  be  most  drastic 
with  them — just  had  to  go  and  make  them  discharge  some  fellow 
who  was  doing  that,  but  he  was  doing  it  under  directions  and  it  was 
■  not  his  fault.    They  would  say,  **  You  ought  to  have  known  better." 

Mr.  Gbahah.  I  want  to  ask  you  something  more  about  this  Capt. 
Russel.    What  became  of  himt 
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Mr.  Ghat.  He  went  into  the  Army;  I  do  not  know  what  became 
of  him, 

Mr,  Graham.  Do  yon  know  whether  he  is  still  in  the  Army? 

Mr.  Gray.  I  have  not  any  ideft. 

Mr.  Graham.  Do  you  know  whether  he  had  any  connections  with 
this  department  in  any  way? 

Mr.  Gray.  I  do  not;  I  never  heard  of  him  afterwards. 

Mr.  Graham.  We  will  now  hear  Mr.  Blakey. 

TESTIKOirT  OF  KB.  LEWIS  J.  BLAKET,  FORHEBLY  ASSISTANT 
SUPEEVISOR,  ORDHANCE  DISTEXCT  CLAIMS  BOAKD,  CHICAGO, 
ILL. 

Mr.  Gkaham.  Give  your  name  to  the  reporter,  please. 

Mr.  Blakey.  Lewis  J.  Blakey, 

Mr.  Graham.  Mr.  Blakey,  are  you  at  present  in  the  employ  of  the 
War  Department? 

Mr.  Blakey.  I  was  nntil  the  5th  of  this  month — October — and  I 
asked  for  leave  of  absence. 

Mr.  Graham.  Are  you  on  leave  of  absence? 

Mr.  Blakey.  Yes,  sir. 

Mr.  Graham,  Then  you  are  technically  in  the  employ  of  the 
department? 

Air.  Blakey.  Yes.  sir :  I  have  not  resigtned. 

Mr.  Graham.  When  does  vour  leave  expire? 

Mr.  Blakey.  Thirty  days  from  the  5th  of  October. 

Mr.  Grahasi.  When  did  you  go  into  the  employ  of  the  War  De- 
partment? 

Mr.  Blakey.  September  17,  1917. 

Mr.  Graham.  What  is  your  age,  Mr.  Blakey  ? 

Mr.  Blaket.  Thirty-four. 

Mr.  Graham.  How  did  you  come  to  go  into  the  Wnr  Department? 

Mr.  Blaket.  They  were  advertising  for  accountants  and  I  ap- 
plied to  the  Civil  Service  Commission  and  was  rated  senior  ac- 
countant. 

Mr.  Graham.  You  are  an  accountant,  are  you,  by  profession? 

Mr.  Blakey.  Yes,  sir. 

Mr.  Graham.  Where  did  you  live  before  you  came  into  the  War 
D«)artment  ? 

Mr.  Blakey.  Cardiff.  Md. 

Mr.  Graham.  Are  you  a  man  of  family? 

Mr.  Blakely.  I  have  a  wife;  yes,  sir. 

Mr.  Graham.  What  I  was  trving  to  get  at  was.  were  you  subject 
to  the  draft? 

Mr.  Blakey.  No.  sir. 

Mr.  Graham.  When  you  went  into  the  War  Department,  when  did 
vou  start  on  your  work? 

Mr.  Blakey.  I  began  work  on  the  17th  of  September,  1917. 

Mr.  Graham.  What  work  did  you  start  at? 

Mr.  Blakey.  The  first  assignment  was  in  Baltimore,  Md.,  in  the 
plant  of  the  Bartlett,  Hayward  Co. 

Mr.  Graham.  What  were  they  making? 

Mr.  Blaket.  Shells,  75  mm.,  etc. 

Mr.  Graham.  What  sort  of  work  were  you  put  at? 
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Mr.  Blaket.  Cost  accounting,  auditing  the  costs. 

Mr.  Graham.  How  long  did  jou  remain  therel 

Mr.  Bi^KET.  Until  April,  1918. 

Mr,  Graham.  Then  where  did  you  go  I 

Mr.  Blaket.  I  was  ordered  to  Washington,  and  then  assigno,!  to 
Hammond,  Ind. 

Mr.  Graham.  At  what  plantt 

Mr.  Blaket.  The  Standard  Steel  Car  Co. 

Mr.  Graham,  Did  they  have  a  war  contract? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  For  what? 

Mr,  B1.AKET.  The  manufacture  of  240-mm.  howitzer  gun  carriages. 

Mr.  Graham.  Do  you  know  how  many  they  were  to  manufacture? 

Mr.  Blaket.  964. 

Mr.  Graham.  Did  you  remain  there  until  your  leave  of  absence? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  What  were  your  duties  there? 

Mr.  Blaket.  I  was  accountant  in  charge  of  the  Government  audit- 
Mr.  GRAirAM.  And  as  such  what  did  you  have  to  do? 

Mr.  Blaket.  We  audited  the  expenditures  of  all  of  their  disburse- 
ments, checking  their  pay  rolls,  and  vouchers,  etc, 

Mr.  Graham,  After  the  armistice,  what  work  did  you  do? 

Mr.  Blaket.  We  continued  the  same  work. 

Mr.  Graham.  At  any  time  were  you  asked  to  submit  a  report  on 
this  proposition  by  anyone? 

Mr.  Blaket.  Very  frequently  we  were  asked  for  information, 
which  we  would  submit  in  writing  in  the  form  of  letters. 

Mr.  Graham.  Up  to  the  time  of  the  signing  of  the  armistice,  what 
progress  had  been  made  by  these  gentlemen  on  their  contracts? 

Mr.  Blaket.  They  had  not  produced  anv  gun  carriages  at  all. 

Mr.  Graham.  Do  you  know  the  date  of  the  contract? 

Mr.  Blaket.  Yes,  sir;  it  is  November  16, 1917. 

Mr.  Graham.  What  were  they  to  be  paid  for  these  carriages? 

Mr.  Blaket.  The  procurement  order  stated  that  an  estimate  was 
to  be  prepared,  and  based  on  that  estimate  a  fixed  profit  was  to  be 
paid  them,  which  should  not  be  more  than  10  per  cent  of  cost. 

Mr.  Graham.  Then,  it  was  a  contract  that  compensation  was  to  be 
a  10  per  cent  proposition  on  the  estimated  cost? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham,  How  was  the  estimated  cost  to  be  arrived  at? 

Mr.  Blaket.  The  contractor  furnished  an  estimate,  and  that  was 
gone  over  by  Ordnance  employees,  and  using  the  two  figures  they 
agreed  on  a  fixed  profit 

Mr.  Graham.  Was  the  estimate  fixed  in  the  contract? 

Mr.  Blaket.  The  contract  was  never  drawn;  was  never  signed  up. 
After  these  estimates  were  prepared  the  profit  was  agreed  upon,  but 
no  contract  was  ever  signed. 

Mr.  Graham.  None  at  all? 

Mr.  Blaket.  No,  sir. 

Mr,  Graham.  Then  there  was  simply  a  procurement  order? 

Mr,  Blaket.  There  was  simply  a  procurement  order;  an  informal 
contract. 
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Mr.  Graham.  One  would  think,  from  the  large  amount  of  money 
involved,  that  a  contract  would  have  been  prepared.  Do  you  know 
of  any  reason  why  there  was  not  one! 

Mr.  Blaket.  I  understand  that  there  were  several  contracts 
drawn,  and  the  Standard  Steel  Car  Co.  always  found  some  excep- 
tion to  some  of  the  things  that  were  put  in  there  and  never  agreed  on 
the  contract. 

Mr.  Graham.  Do  you  know  what  estimated  cost  was  finally 
agreed  on  for  the  ma^ng  of  these  carriages? 

Mr.  B1.AS17.  The  estimate  as  originally  prepared  by  the  Standard 
Steel  Car  Co.  was  about  $59,000. 

Mr.  Graham,  Apiece  t 

Mr,  Bi^KET.  Yes,  sir;  but  the  estimate  as  revised  by  the  Ord- 
nance officials  was  only  about  $33,000,  and  they  agreed  then  on  th« 
cost  of  $40,000,  which  gave  them  $4,000  for  carriage  profit 

Mr.  Graham.  Were  they  also  furnished  some  special  facilities! 

Mr.  Blaket.  Yes,  sir. 

Mr.  Gbahah.  Was  this  in  the  procurement  order! 

Mr.  Bi^KET.  Yes,  sir. 

Mr.  Graham.  Do  you  have  with  you  a  copy  of  the  procurement 
order! 

Mr.  Blaket.  No,  sir ;  I  do  not. 

Mr.  Graham.  I  have  not  looked  at  them ;  but  they  are  here,  and 
we  can  put  them  into  the  record  later. 

Well,  what  progress  did  you  observe  that  they  made  from  the  time 
that  you  went  into  the  plant,  Mr.  Blakey! 

Mr.  Bl4ket.  It  seemed  they  were  always  delayed  for  some 
reason  or  other. 

Mr.  Graham.  Did  you  know  any  reason  for  the  delay! 

Mr.  Blaket.  Well,  they  claimed  it  was  on  account  of  nonreceipt 
of  the  full  set  of  drawings. 

Mr.  Graham.  I  find  in  the  files  here  what  purports  to  be  a  contract 
for  964  9.5  howitzer  carriers,  model  1918,  Snyder,  dated  November 
15j  1917,  but  which  has  no  signatures  on  it.  Do  you  know  whether 
this  was  the  contract  that  was  being  considered  between  them! 

Mr.  Blak£t.  I  think  it  was. 

Mr.  Graham.  But  it  was  never  signed! 

Mr.  Blaket.  No,  sir. 

Mr.  Graham.  Do  you  know,  from  your  own  knowledge  gathered 
at  the  plant,  what  was  delaying  the  progress  of  this  work! 

Mr.  Blaket.  The  opinion  of  myself,  as  well  as  that  of  a  lot  of 
the  other  Government  officials,  was  that  it  was  their  organization  as 
much  as  anything  else — the  inefficiency  of  the  organization. 

Mr.  Graham.  Had  they  ever  done  any  work  like  this  before^ 

Mr,  Blaket.  No,  sir. 

Mr.  Graham.  I  judge  th^  were  car  makers! 

Mr.  Blaket.  They  were  manufacturing  freight  cars  and  pas- 
senger cars. 

Mr.  Graham.  Do  they  have  a  plant  at  Hammond! 

Mr,  Blakey,  Yes.  sir. 

Mr,  Graham.  What  additional  building,  if  any,  did  they  do  for 
this  particular  plant! 

Mr.  Blakey.  They  did  not  do  any  themselves,  except  what  the 
Government  paid  for. 
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Mr.  Oraham.  Did  the  Government  build  any  buildinps  tliore? 

Mr.  Blakev.  The  Government  spent  some'thinp  over  $700,000 
for  biiildinKs.  I  believe  they  did  sjwnd  about  $100,000  on  Miiue  of 
their  own  buildinfrs. 

Mr.  Graham.  What  did  the  Government  build  there? 

Mr.  Bcakey.  There  was  one  large  steel  building;  which  cost  about 
$400,000,  which  was  an  addition  to  one  of  their  own  buildings,  and 
then  they  built  an  office,  a  concrete  warehouse,  and  several  other 
small  buildings. 

Mr.  Graham.  Are  those  all  permanent  buildings? 
,     Mr.  Blakev.  Yes.  sir;  all  except  the  office. 

Mr.  Graham.  And  are  constructed  on  the  lines  of  the  Steel  Cnr 
Co.? 

Mr.  Blakev.  Ves,  sir. 

Mr.  Graham.  Do  you  know  whether  they  are  still  using  themi 

Mr.  Blakev.  They  are;  yes,  sir. 

Mr.  Graham.  Are  they  using  them  now  for  this  Government 
work,  or  something  else? 

Mr.  Blakey.  They  were  still  being  used  in  the  Government  work. 
The  Government,  iii  other  words,  still  had  possession  of  the  plant 
100  per  cent. 

Ml'.  Graham.  What  did  the  Government  do  after  the  armistice 
about  the  continuation  of  the  contract? 

Mr.  Blakey.  They  first  reported  a  cancellation — there  were  300 
carriages — and  they  later  revised  that  cancellation  and  reduced  tlie 
order  to  200;  and  those  200  were  completed  in  June,  1919. 

Mr.  (tRAHam.  Then  what  did  the  Government  do? 

Mr.  Blakey.  They  continued  then  the  shipment  of  what  had 
been  completed,  including  the  semifinished  work.  A  lot  of  tliat 
wont  to  the  different  arsenals,  Wat«rtown  and  Rock  Island. 

Mr.  Graham.  Has  not  that  work  been  concluded  yet ! 

Mr.  Blakey.  No,  sir;  that  is  still  going  on. 

Mr.  Graham.  That  work  was  finished  four  months  ago? 

Mr,  Blakey.  Yes,  sir. 

Mr.  Graham.  And  you  say  the  Government  had  retained  that 
plant  100  per  cent? 

Mr.  Blakey.  Yes.  sir. 

Mr.  Graham.  Does  it  have  any  considerable  force  of  people> 
working  there? 

Mr.  Blakey.  The  pay-roll  cost  is  approximately  $18,000  or  $-20,000 
a  month  that  they  are  paying  to  the  Standard  Steel  Car  Co. 

Mr.  Graham.  That  the  Government  is  paying  to  the  Standard 
Steel  Car  Co.? 

Mr.  Blakey.  Yes,  sir;  up  to  the  1st  of  October. 

Mr,  Graham,  What  is  that  for? 

Mr.  Blakey.  As  I  explained,  in  the  shipping  of  those  spare  parts 
and  machinery — a  lot  of  the  machinery  was  ordered  to  oe  shipped 
out  of  there  to  the  Watertown  Arsenal, 

Mr.  Graham.  What  happened  after  the  1st  of  October  ? 

Mr.  Blakey.  I  am  not  familiar  with  what  is  going  on  now. 

Mr.  Graham,  You  bave  not  been  there  since  the  1st  of  October! 

Mr,  Blaket.  I  was  there  on  the  2d  and  3d,  but  I  was  not  familiar 
with  what  was  going  on. 
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Mr.  Graham.  In  your  judgment  was  it  necessary  for  the  Gov- 
ernment to  have  this  force  there  after  the  work  was  finished  right 
along  f 

Mr.  Blakey.  Yes,  sir. 

Mr.  Graham.  Did  the  Government  take  over  all  the  spare  parts 
that  were  left  and  partly  finished  work? 

Mr.  Blakev.  Well,  yes;  the  Government  had  already  paid  for  all 
that  material. 

Mr.  Graham.  Did  the  contractor  take  back  any  of  the  material? 

Mr.  Blaki7.  The  only  they  took  it  back  was  in  final  settlement  at 
scrap  value. 

Mr.  Graham.  Did  they  on  final  settlement  take  some  back* 

Mr.  Blaket.  Yes,  sir;  they  took  all  that  was  left  on  hand  up  to 
October  1,  made  a  salvage  offer  and  bought  it  all, 

Mr,  Graham.  What  did  that  include;  what  kind  of  stuff? 

Mr.  Blakey.  It  included  all  kinds  of  steel  and  steel  plates,  bars, 
and  all  kinds  of  indirect  material,  such  as  belts,  oil,  brass,  etc. 

Mr.  Graham.  Were  salvage  values  fixed  on  those  materials! 

Mr,  Blakey.  The  salvage  values  were  really  estimated  on  the 
whole  lot. 

Mr.  Gratiam.  Do  you  have  a  detailed  statement  of  those  salvage 
values  so  that  they  can  be  accessible  ? 

Mr.  Blaket,  No,  sir ;  I  can  give  you  an  idea  of  the  totals.  They 
simply  estimate  that  the  total  value  of  all  of  the  material  there  was 
worth  $200,000,  and  agreed  on  that  figure. 

Mr.  Graham.  Mr.  Blakey,  you  have  been  making  some  examina- 
tions there,  have  you  not,  as  an  accountant  as  to  the  claim  this 
company  made? 

Mr.  Blakey.  Yes,  sir. 

Mr.  Graham.  How  did  you  happen  to  go  into  that  work  ? 

Mr.  Blakey.  That  was  part  of  my  duties. 

Mr.  Graham.  When  did  they  first  file  their  claim,  do  you  know? 

Mr.  Blakey.  I  think  about  the  28th  of  June. 

Mr.  Graham.  And  did  you  thereafter  go  into  the  examination 
of  it? 

Mr.  Blakey.  No,  sir.  The  claim  was  not  given  me  until  some 
time  in  September. 

Mr.  Graham.  Who  gave  it  to  you  then! 

Mr.  BI.AKET,  Mr,  Miller,  our  supervisor  in  Chicago. 

Mr.  Graham.  Did  he  tell  you  to  examine  it? 

Mr,  Blakey.  It  was  given  to  me  with  a  memorandum  to  audit  cer- 
tain items  that  were  crassed. 

Mr.  Graham.  What  item  was  that? 

Mr.  Blakey.  Thei-e  were  several  items? 

Mr.  Graham.  All  right;  name  them. 

Mr.  Blakey.  The  first  one  for  $98,910,  which  is  supposed  to  be 
a  carrying  charge. 

Mr.  Graham.  Now,  just  name  the  other  items,  and  then  we  will 
go  into  each  one  of  them  seriatim. 

Mr.  Blakey.  Then  the  second  was  $261,000,  which  was  supposed 
to  be  uiiabsorbed  administrative  expense;  and  the  third  was  $656,394, 
the  cost  of  work  in  pi-ocess;  and  the  next  item  was  $121,585,  amount 
paid  to  ji  subcontractor;  imd  there  was  $2,475  miscellaneous  expen- 
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diture;  and  there  was  $467,1^4  and  $17,140,  supposed  to  have  been 
their  loss  in  the  manufacture  of  freight  cars ;  and  $65,760,  monej; 
which  they  had  spent  on  one  of  the  Government  buildings  for  whiui 
they   had  not  been  reimbursed. 

Mr.  Graham.  Are  those  all  the  items,  now? 

Mr.  Blaket.  About  $70,000  in  addition  to  that  for  interest.  Those 
are  the  items. 

Mr.  Grauah.  That  he  told  you  to  examine? 

Mr.  Bi^KEY.  Yes,  sir. 

Mr.  Graham.  Did  you  go  into  an  examination  of  the  matter  there 
in  reference  to  those  items? 

Mr.  Blakey.  Yes,  sir, 

Mr,  Graham.  Do  you  have  with  you  a  copy  of  the  first  claim  that 
this  company  filed,  showing  the  items? 

Mr,  Blaeey.  Not  the  whole  claim,  but  I  have  here  a  typewritten 
memorandum  which  says,  "Original  claim." 

Mr.  Graham,  Who  gave  you  that? 

Mr.  Blakbt.  This  was  the  claim  that  was  ^ven  to  me,  along  with 
the  claim.  Instead  of  auditing  the  whole  claim  or  having  to  go  into 
the  whole  claim,  they  gave  me  this  as  a  memorandum  to  merely  audit 
the  items  they  had  crossed. 

Mr.  Graham.  So  that  probably  that  does  not  include  the  entire 
claim  as  originally  presented? 

Mr.  Blakey.  I  do  not  think  it  includes  it  all, 

Mr.  Graham.  Do  you  know  what  the  amount  of  their  original 
claim  for  compensation  was? 

Mr.  Blakey.  Yes,  sir ;  it  was  about  $6,000,000. 

Mr.  Graham.  After  auditing  this  account  and  going  over  it,  did 
you  make  a  report  on  this  proposition? 

Mr.  Blakey.  Yes,  sir;  I  wrote  a  letter  to  the  claims  board,  Chi- 
cago district. 

Air.  Graham.  Have  you  that  letter! 

Mr.  Blakey.  Yes,  sir. 

Mr.  Graham.  Let  us  see  it,  will  you? 

Mr.  Blakey,  It  is  a  copy. 

Mr.  Graham.  Did  you  afterwards  change  this  report  in  any  way? 

Mr,  Blakey.  No,  sir, 

Mr.  Graham.  I  think  the  report  may  go  into  the  record  here. 

(The  letter  and  report  referred  to,  submitted  by  Mr.  Blakey,  are 
here  printed  in  full,  as  follows:) 

Hauuokd,  Ind..  September  IS,  1919. 
From:  L.  J.  Blakey,  assistant  supervisor,  Cost  Accauntlng  Branch,  Ordnance 

Department 
To :  C.  R.  Miller,  Supervisor  Cost  AeconntlDS  Branch,  Ordnance  Department, 

Chicago,  III. 
Subject:  Clatnis  of  Standard  Steel  Car  Co. 

1.  1  Inclose  two  letters  to  Ordnance  District  Claims  Board,  and  you  \i*lll  note 
there  are  three  copies  of  each  as  well  as  three  copies  of  all  statements. 
Toa  may  retain  one  copy  of  each  for  your  flies. 

2.  Please  note  that  Standard  Steel  Car  Co.  has  t)een  reimbursed  for  all  ex- 
penditures against  the  caterpillar  contmcts  except  the  en^eering,  for  which 
we  have  no  contract  Also,  please  note  that  they  claim  10  per  cent  profit  on 
total  expenditures,  whereas  they  have  been  paid  $2,800  fixed  profit  for  the 
sample  caterpillar. 

S,  I  inferred  from  Lieut.  Col.  Arison's  conversation  on  September  8  the 
^,000,000  settlement  on  War  Onler  C.  F.  331  had  been  agreed  to,  and  1  was 
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also  advised  b7  Standard  Steel  Car  Co.  that  tbla  sum  was  not  subject  to  re- 
duction. If  this  Is  correct,  my  prellmltiarT  report  should  be  all  that  Is  nee- 
enaiT' 

L.  J.  Blaket,  Ai*i*tant  Bnpervitor. 


Hauuond,  Ikd..  Beptemher  15,  1919. 
From :  L.  J.  Blakey,  Asclstaot  Supervisor  Cost  Accountlag  Branch,  Ordnance 

Department 
To:  OrdDance  District  Claims  Board,  Chicago,  III. 
Subject:  Claim  of  Standard  Steel  Car  Co,,  due  to  suspension  of  War  Order 

C.  r.  331. 

1.  A  typewritten  memorandum  consisting  of  three  sheets,  including  schedules 
1  to  10.  inclusive,  or  original  claim  shon-ing  revised  claim  of  $3,000,000,  was 
handed  to  the  writer  on  September  2,  1919,  with  Instructions  to  "Audit  items 
marked  X."  1  attach  hereto  two  copies  of  the  memorandum  to  which  1  re- 
ferred, and  wish  to  submit  a  preliminary  report  which  follows : 

2.  Schedule  J,  item  A,  intereet. — Standard  Steel  Car  Co.'s  Investment  in  what 
In  known  as  the  Ordnance  Department,  as  shown  by  their  records  as  of  De- 
cember 31.  1917,  not  Including  land,  was  $870,880.72.  This  Included  buildings, 
machinery,  equipment,  etc.,  as  well  as  preliminary  expenses  In  the  construction 
of  said  plant.  A  statement  was  submitted  January  14.  1918,  showing  invest- 
ment of  $762,910.  although  the  former  Qgures  were  used  In  paying  them  6  per 
cent  depreciation.  As  of  June  30.  1919,  It  was  $851,921,92.  Depredation  has 
been  paid  at  the  rate  of  6  per  cent  per  year  on  this  Investment  as  part  of  coat 
The  Qgures  as  submitted  in  revised  claim,  namely,  $1,000,000.  are  approxi- 
mately correct,  as  some  machinery  was  transferred  to  freight-car  department 

8.  Schedule  1,  item  B,  administrative  expense. — T  atUicb  hereto  two  copies 
of  a  statement  of  their  general  admin Istrattve  expenses  by  months  from  No- 
vember 1,  1917,  to  June  80,  1919,  which  require  no  explanations.  However,  I 
might  add  that  the  amounts  shown  In  second  colunm,  as  not  being  applicable 
to  the  cost  of  Government  contracts,  are  made  up  mostly  of  legal  expenses, 
donations,  and  advertising  their  automobile  business.  The  net  administrative 
Cxiiensea  have  been  prorated  to  their  fonr  plants  based  on  productive  labor, 
performed  at  each  plant,  the  Ordnance  Department  absorbing  $100,533.73. 
The  figures  of  $261,251.45,  supposed  to  be  loss  of  proportion  of  administrative 
exjtenses  which  the  Ordnance  Department  should  have  absorbed,  ere  estimated 
and  can  not  be  verified. 

4.  l^rhedule  t,  item  1,  profit.— Xvio  hundred  carriages  were  completed,  and 
if  $4,000  per  carriage  proflt  Is  allowed,  the  sum  of  $800,000  is  correct.  The 
cost  of  work  performed  In  excess  of  the  200  carriages  is  something  which 
will  require  some  time  to  verify,  and  if  the  amount  of  profit  thereon  shown 
ss  $056394.05  Is  subject  to  reduction  if  found  to  be  Incorrect.  An  audit 
should  t>e  made.  However,  If  this  amount  has  been  agreed  to,  based  upon 
estimates,  furnished  by  Standard  Steel  Car  Ca,  aod  is  not  subject  to  change, 
no  audit  Is  necessary. 

5.  Schedule  3,  Hem  A,  proflt  on  jigt,  tool*,  etc. — The  actual  cost  of  dies,  Jlga, 
tools,  fixtures,  special  machines,  eta,  paid  (or  as  Increased  facilities  under 
instructions  from  \Vashln(rton,  can  be  verified  and  is  approximately  $500,000. 
If  the  proposed  profit  of  $50,000  thereon  Is  subject  to  reduction  if  cost  thereof 
of  $500,000  Is  found  to  be  Incorrect,  an  audit  should  be  made.  However,  if 
this  amount  has  been  agreed  to,  based  upon  estimates  furnished  by  Standard 
Steel  Car  Co.,  and  Is  not  subject  to  change,  no  audit  la  necessary. 

6.  Schedule  S,  item  B,  compensation. — The  amount  shown,  namely,  $50,000, 
In  not  based  upon  any  cost  wlilch  can  be  verified. 

7.  Schedule  4,  Standard  Electric  Engineering  Co. — $121,585.57  and  other  suns 
not  allowed,  namely,  $2,475.74,  can  be  verified,  If  subject  to  change. 

8.  fic!l«J«la  S. — Loss  In  the  manufacture  of  railroad  equipment  and  expenses 
of  moving  passenged-car  department  to  freight-car  department  can  be  verified, 
but  It  appears  that  claim  for  $484325.28  to  cover  this  item  is  based  partly 
upon  an  estimate  which  can  not  be  audited. 

0  Schedule  6,  cost  of  hotel,  garage,  roadicav.  brick  wall,  etc. — The  amotint 
shown,  namely,  $473,072.17  can  be  verified  if  subject  to  change. 

10.  Schedule  7,  item  fl.  plant  rentol.— The  amount  shown,  namely,  $150,000, 
Is  by  agreement  and  cotild  not  be  audited. 
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11.  Sckedvle  8,  expeniitaret  on  United  Btatei  buildiruis. — The  amount  shown, 
namely,  J65.760.82,  can  be  Terlfled  if  subject  to  change. 

12.  8ch<;dvlca  9  and  10.  fnfcrcsf.— The  oinounts  shown,  nnniely,  529,066.18 
and  f41,002.54,  cao  be  vertfled  If  subject  to  change. 

L.  J.  Blakey, 
Attittant  Supervitor. 

Mr.  Graham,  After  making  this  report  to  the  Chicago  ordnance 
office,  what  action,  if  any,  was  taken  by  that  office? 

Mr.  Blakey,  None.  I  was  advised  later  that  the  chairman  of 
the  Chicago  claims  board  never  saw  the  letter. 

Mr.  Graham.  Who  did  you  send  it  to  ? 

Mr.  Blakey,  I  mailed  it  to  our  supervisor,  Mr.  Miller,  and  he 
gave  it  to  Col.  E.  S.  Hughes,  who  was  in  Chicago  as  special  repre- 
sentative of  the  Ordnance  Department  claims  board,  and  he  was 
acting  in  the  capacity  of  the  Chicago  claims  board,  although  he 
was  not  chairman  or  anything  of  the  claims  board,  but  he  got  this 
letter — the  letter  was  given  to  him — and  he  did  not  give  the  letter  or 
did  not  show  the  letter  to  Col.  Arison,  who  was  chairman  of  the 
claims  board,  and,  in  fact,  none  of  the  claims  bopvd  members  ever 
saw  the  letter,  as  far  as  I  know, 

Mr.  Graham.  Did  they  ever  know,  so  far  as  yon  know,  what  you 
thought  about  the  thing? 

Mr,  Blakey.  No,  sir, 

Mr.  Graham.  What  did  the  claims  board  do? 

Mr,  BLAKEr.  Well,  it  appears  as  though  Col,  Arison  agreed  with 
the  Standard  Steel  Car  Co.  officials  to  an  arbitrary  amount  set  at 
$3,000,000,  and  in  order  to  get  that  railroaded  through  in  a  hurry  he 
came  to  Washington  and  got  Col,  McFarland,  of  the  Ordnance  De- 
partment claims  board,  and  Col.  Reeves,  of  the  War  Department 
claims  board,  along  with  several  other  gentlemen  whom  I  do  not 
remember  the  names  of,  and  t4X>k  them  into  Chicago,  and  they  held 
about  two  conferences  and  approved  the  amount  as  mentioned  here, 
for  $3,000,000, 

Mr.  Graham.  Was  $3,000,000  allowed  them? 

Mr.  Blaket.  Yes,  sir;  $800,000  of  that  was  profit  that  they  had 
earned,  placed  on  the  production  of  200  carriages  at  $4,000  per  car- 
riage, but  the  total  claim  allowed  was  $3,000,000. 

Mr.  Graham.  Has  that  been  paid? 

Mr.  Blakey.  I  understand  it  nas.  May  I  make  just  a  little  expla- 
nation right  there  ? 

Mr.  Graham.  Yes,  sir. 

Mr.  Blakey.  I  had  already  inferred  that  the  $3,000,000  had  been 
agreed  to,  and  that  they  did  not  want  an  audit :  and  1  simply  wrote 
this  letter,  and  I  wrote  another  letter  that  went  with  it,  in  which  I 
said: 

I  In/errpd  from  LlPut.  Ci)I,  Arlwm's  oonvprsntlon  on  September  S  that  the 
$3,000,000  setllenient  on  War  Order  O.  F.  331  had  Iwen  agrved  to,  and  I  was 
also  adviswl  by  .Stiindanl  Steel  Oir  Co.  tbiit  this  sum  wns  not  suhject  to  reduc- 
tion.   If  this  is  correct,  my  prelimlniiry  report  should  he  nil  that  1«  necessary. 

In  other  words.  I  asked  the  question,  What  is  the  use  of  spending 
month?;  auditing  these  figures  if  vou  are  going  to  accept  their  esti- 
mate and  allow  them  $3,000,000  before  you  make  the  audit? 

Mi'.  GiiAiiAM.  What  answer,  if  any,  did  you  get? 

Mr.  Blakey.  I  did  not  get  any. 
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Mr.  Graham.  What  date  is  this  letter? 

Mr.  Blakey.  September  15. 

Mr.  Graham.  And  addressed  to  whom  ? 

Mr.  Blakey.  Charles  R.  Miller,  supervisor. 

Mr.  Graham.  Did  you  ever  see  Mr.  Miller  afterwards? 

Mr,  Blaket.  Yes,  sir;  I  saw  him  practically  every  day. 

Mr.  Graham.  Did  yon  ask  hiin  about  thisi 

Mr.  Blakey.  Yes,  sir, 

Mr.  Graham.  What  did  he  say  ? 

Mr.  Blakey.  He  said  Col.  Hughes  was  handling  it,  and  it  con- 
tinued on  in  that  condition  until  September  25,  at  which  time  the 
conference  was  held,  when  all  of  the  officials  were  present, 

Mr.  Graham.  Where  was  it  held? 

Mr.  Blakev.  At  the  Standard  Steel  Car  Co,  offices. 

Mr.  Graham.  In  Hammond? 

Mr.  Blakey.  Yes,  sir;  and  that  was  the  meeting  at  which  the 
colonels  repre^nting  the  claims  board  approved  the  settlement, 

Mr.  Graham.  Col.  McFarland 

Mr,  Blakey  (interposing).  And  Col.  Reeves;  and  it  was  at  that 
meeting  that  Col,  Hughes  Kept  this  letter  covered  up.  Col,  Arison 
had  never  seen  the  letter;  and  these  two  colonels — Col.  Reeves  and 
Col.  McFarland — had  never  seen  it,  and  when  they  asked  the  ques- 
tion if  the  figures  I  have  read  off  here  aggregating  the  $3,000,000 
had  been  audited.  Col.  Hughes  said  "Yes;  the  amounts  have  been 
audited  and  passed  by  the  accountants," 

Mr.  Graham,  He  said  that  at  this  meeting? 

Mr.  Blakby.  Yes,  sir. 

Mr.  Grahau,  How  did  you  get  that  information,  Mr.  Blakey? 

Mr.  Blakey.  I  was  present  at  the  meeting, 

Mr.  Graham,  Oh,  were  you  there? 

Mr,  Blakey.  Yes,  sir. 

Mr.  Graham.  Did  anyone  ask  you  about  whether  you  had  had 
anything  to  do  with  it  at  all  ? 

Mr.  Blakey.  Yes,  sir;  Col.  McFarland  asked  me  regarding  that 
$480,000  and  some  odd  dollars,  in  reference  to  the  freight-car  busi- 
ness, and  I  told  him  very  plainly  that  it  had  not  been  audited ;  and 
apparently  when  I  was  a.sked  the  question  by  any  of  the  other  gen- 
tlemen, C-ol.  Hughes  would  more  or  less  butt  in  and  try  to  keep  me 
from  talking.  It  appearod  as  though  he  did  not  want  me  to  say 
anything. 

Mr.  Graham,  Who  is  this  Col.  Hughes? 

Mr.  Blakey.  All  I  know  is  that  he  was  a  captain  in  the  Regular 
Army. 

Mr.  Graham,  In  the  Regular  Army? 

Mr.  Blakey,  Yes,  sir;  he  is  now  colonel. 

Mr.  Graham.  Do  you  know  where  he  is  located? 

Mr,  Blakey.  I  beg  your  pardon. 

Mr.  Graham.  Where  is  he  located  now? 

Mr.  Bl-aket.  He  lias  lieen  in  Washington  for  a  couple  of  months, 
and  I  understand  he  is  now  district  chief  of  ordnance  of  the  Chicago 
dLstrict.    He  has  succeeded  Col.  Arison, 

Mr.  Graham,  In  this  settlement  as  it  wa.s  finally  made.  I  wi>li 
you  would  tell  this  comuiittee,  in  your  judgment,  what  is  wronjr 
about  it.    Just  tiike  it  item  by  item  and  tell  us  just  what  is  the  mat- 
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ter  with  this  thing.  You  are  an  accountant,  and  we  are  just  com- 
mon ordinary  people  and  do  not  understand  those  things.  But  it 
there  is  anything  wrong  about  this  we  want  to  know  it.  [Mr. 
Blakey  referring  to  paper.]  Go  into  it  pretty  thoroughly  so  we. 
will  understand. 

Mr.  Blaket.  Instead  of  being  for  $3,000,000,  it  is  for  $2,200,000, 
as  I  explained;  $800,000  has  already  been  paid  as  profit.  I  have 
crossed  the  items  here  that  should  not  apply  in  the  claim  [indicat- 
ing]. 

The  first  one  is  a  under  6,  carrying  charge  during  the  period  of 
nonproduction. 

Mr.  Graham.  Esplain  that. 

Mr.  Blakey.  At  $99,000, 

Mr.  Graham.  Explain  that  and  tell  what  you  think  about  it. 

Mr.  BcAKET.  The  first  time  they  set  it  up  "here  they  tried  to  call 
it  interest  on  their  investment,  ana  in  my  letter  dated  September  15 
I  explained  to  them  that  depreciation  had  been  paid  and  that  in- 
terest on  the  investment  is  not  a  proper  charge  to  the  War  Depart- 
ment contracts.  Therefore,  in  setting  up  here  in  this  award  they 
have  eliminated  the  word  "  interest "  and  they  say  "  carrying 
charge."  There  were  no  carrying  charges  during  the  period  of  non- 
production.  The  Government  had  possession  or  the  plant  100  per 
cent  and  we  paid  all  expenses;  that  is,  the  Government  paid  all  ex- 
penses. Therefore,  tliere  were  no  carrying  charges.  It  is  an  item 
that  thev  simply  picked  out  of  the  air  and  put  in  to  build  up  the 
$2^00,00'0. 

Mr.  Graham.  That  carrying  charge,  as  they  call  it? 

Mr.  Blaket.  They  called  it  "  carrying  charge,"  when  there  was 
no  such  item. 

Mr.  Graham.  How  much  is  that? 

Mr.  Blaket.  Ninety-nine  thousand  dollars. 

Mr.  Jefferis.  In  this  first  claim  they  called  it  "  interest." 

Mr.  Blakey.  They  called  it  interest. 

Mr.  Jefferis.  Why  do  you  say,  Mr.  Blakey,  that  there  ought  to  be 
no  interest  where  depreciation  is  charged  ? 

Mr.  Bl.'^key.  Well,  that  is  one  of  the  rules  in  accounting,  and 
interest  on  investment  can  not  be  considered  a  part  of  cost.  If  you 
have  got  $1,000,000  invested,  you  can  not  charge  6  per  cent  interest 
on  that  $1,000,000  as  a  part  of  cost. 

Mr.  Graham.  But  you  can  charge  it  to  depreciation? 

Mr.  Blakey.  You  can  charge  to  depreciation  $1,000,000. 

Mr.  Graham.  Had  they  charged  depreciation? 

Mr.  Blaket.  Yes,  sir;  and  we  had  paid  all  the  depreciation,  as 
my  letter  stated  there;  they  had  been  paid  depreciation  on  their 
plant  investment. 

Mr.  Graham.  And  so  after  this  letter  of  yours  was  written,  then 
they  changed  the  form  of  the  claim,  did  they? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  Where  did  you  get  this  claim  you  file  now;  was 
that  some  additional  claim? 

Mr.  Blaket.  This  is  the  copy  of  the  award.  I  got  a  copy  of 
the  award.  When  the  final  approval  of  the  claims  board  was 
authorized  giving  them  the  $2,200,000,  this  is  a  copy  of  the  award. 

Mr.  Graham.  Of  the  award? 
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Mr.  BiAHBT.  Yes,  sir. 

Mr.  Graham.  All  right,  now;  proceed  with  the  next  item. 

Mr.  Blaebt.  The  second  item  is  b,  unabsorbed  administrative 
expense.    There  is  no  such  item. 

Mr.  Graham.  How  much  is  that? 

Mr.  Blaket.  $261^51.45.  I  went  to  Butler.  Pa.,  and  audited 
their  ftdministrative  expense,  which  covers  their  Butler  office  and 
their  Pittsburgh  office,  and  I  have  set  up  here  their  entire  admin- 
istrative expense  from  November,  1917,  to  June,  1919,  inclusive, 
and  the  amount  that  was  applicable  to  all  Government  contracts, 
whether  it  was  the  Hammond  plant  or  whether  it  was  their  other 
plant,  was  $670,869,16,  After  arriving  at  that  amount,  which  was 
agreed  to  by  their  treasurer,  Mr.  Gillispi,  we  began  prorating  to  their 
four  plants.  They  have  two  plants  at  Hammond,  one  at  Butler, 
and  one  at  New  Castle,  Pa.,  and  we  prorated  that  $670,000  to  those 
four  plants  on  an  equitable  ba.sis. 

Mr.  Graham.  According  to  the  business  done? 

Mr.  Blakbt.  No,  sir;  according  to  productive  labor;  that  is  the 
method  that  is  used  by  all  accountants  and  agreed  to  by  them. 
And  in  doing  that  the  Government  absorbed  the  figure  that  is 
mentioned  here,  $109,000  of  the  $670,000;  and  the  treasurer  of  the 
company  complimented  me  and  said  1  had  been  very  liberal,  th<tt 
that  was  a  very  liberal  settlement,  and  they  could  not  have  asked 
for  any  more.  And,  as  a  result  of  tliat  conference,  we  were  invoiced ; 
that  is,  the  Government  was  rendered  bills  and  we  vouehered  and 
paid  to  them  $109,000,  which  was  all  that  they  claimed. 

Mr.  Graham.  And  that  had  been  paid! 

Mr.  Blakey.  That  had  been  paid. 

Mr.  Graham.  As  a  part  of  the  cost! 

Mr.  Buret.  As  a  part  of  the  cost.  Then  they  come  along  with 
this  claim  and  say  "unabsorbed  administrative  expense,"  and  there 
is  no  such  item. 

Mr.  Graham.  I  wish  you  would  put  that  table  into  the  record  now 
in  connection  with  your  testimony- 

(The  table  referred  to  was  not  furnished  in  time  for  printing.) 

Mr.  Graham.  What  is  the  next  item? 

Mr.  Blaket.  (c)  Ten  per  cent  profit  on  worked  direct  materials, 
labor,  and  overhead,  $656,894.05. 

Mr.  Graham.  What  have  yon  to  say  about  that? 

Mr.  Blaket.  That  is  an  item  that  would  require  approximately 
90  days  to  audit,  and  in  order  te  audit  that  correctly  the  contractor 
would  have  to  be  forced  to  furnish  records  which  at  the  present  time 
they  are  holding  back ;  they  will  not  give  the  Government  accoimt- 
ants  those  records,  and  they  are  doing  it  in  order  to  get  that  amount, 
while  we  have  from  our  own  records  that  we  have  built  up  since  I 
have  been  there — my  contention  is  that  figure  should  not  he  over 
$250,000,  and  that  is  very  conservative. 

Mr,  Graham.  In  other  words,  you  think  there  is  about  $400,000? 

Mr.  Blaket.  About  $406,394.05  that  is  allowed  more  than  should 
be  paid.  In  other  words,  if  you  take  this  $656,000  and  add  it  to  the 
$800,000  they  had  been  paid  it  gives  them  $1,456,000.  Now.  based 
on  the  total  cost  for  the  work  in  process  and  the  carriages  completed, 
they  should  have  $1,050,000.    Wliile  I  can  verify  it  in  that  way  by 
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taking  the  total  cost  wlien  you  go  down  to  verify  it  in  detail,  then 
it  would  take  a  little  longer. 

Mr.  Graham.  This  is  supposed  to  be  10  per  cent  profit  on  their 
work? 

Mr.  Blaket.  On  the  work  in  excess  of  the  200  completed  carriages, 

Mr.  Graham.  How  do  they  get  at  that  10  per  cent? 

Mr..  Blaket.  They  guessed  at  it;  their  claim  itself  shows  the  cost 
of  that  work  as  sometliing  over  $300,000. 

Mr.  Graham.  The  original  work? 

Mf.Blaket.  Ves,sir;  that  is, the  labor — the  labor  on  the  material 
that  they  worked  up  in  excess  of  200  carriages  is  shown  in  their 
claim  as  something  over  $300,000.  and  here  they  are  trying  to  show 
it:  in  order  to  be  $656,000  it  would  have  to  be  over  $6,000,000  cost. 
You  see  10  jwr  cent  on  $6,000,000  would  give  them  the  $600,000. 

Mr.  Graham.  Where  does  that  showing  of  $300,000  occur? 

Mr,  Blakey.  It  occurs  in  their  original  claim,  but  not  in  any  of 
the  papers  that  1  have  here. 

Mr.  Graham.  What  is  the  next  item  there? 

Mr,  Blabet.  ((/)  Unabsorbed  cost  or  preparation  of  the  plant. 
As  I  explained  before 

Mr.  Graham  (interposing).  How  much  is  that? 

Mr.  Blakey,  $60,000 — as  I  explained  before,  the  Government  had 
possession  of  the  plant  100  per  cent,  and  we  paid  all  the  costs. 
Tlierefore  tliere  is  no  siich  item  as  unabsorbed  cost.  We  have  already 
paid  it  all. 

Mr.  Graham.  What  is  the  next  thine  yon  find,  Mr.  Blakey? 

Mr.'  Blaket,  (p)  Additional  cost  of  pa-ssenper-car  work  done  in 
freight  shop.  $467,184.51,  As  a  Government  accountant  I  do  not  see 
how  that  applies  to  the  war  contract  in  any  sense  whatever.  It  was 
work  that  thev  did  in  their  own  plant  on  the  other  side  rif  the  fence 
and  was  not  Government  work  and  had  no  bearing  and  no  relation 
(o  the  Government  contract, 

Mr.  Graham.  Did  the  Government  take  over  their  freight-car 
establishment? 

Mr.  Blaket.  We  took  over  their  passenger-car  work. 

Mr.  Graham.  And  did  yoii  take  their  building  that  they  used 
for  making  them? 

Mr.  Blaket.  Yes.  sir. 

Mr.  Graham.  And  they  arc  charging  now  for  this  sum  for  the 
inconvenience  or  whatever  it  was  of  doing  this  work  in  the  freight 
buildinir? 

Mr.  Blakkt.  Which  they  claim  additional  cost — in  other  words, 
they  claim  it  costs  more  by  h»ving  to  move  over  in  the  other  de- 
partment and  produce  cars  over  there  instead  of  producing  them 
where  they  were  originally, 

Mr.  Graham,  It  would  occur  to  a  person  at  first  glance  that  there 
might  possibly  be  something  to  that.  If  they  were  canse<l  additional 
inconvenience  ov  it  would  cost  tliem  more  to  produce  thei-e.  unles? 
they  got  paid  for  it  in  some  other  way. 

Mr,  Blaket,  The  cost  of  all  work  wns  much  more  during  the 
war  than  it  wonid  have  been  if  it  had  not  been  for  the  war. 

Mr,  Graham,  Exactly  so. 

Mr.  Bi^KEY,  Thereforp  this  item  is  out  of  all  protiortion.  If 
they   had   charged   ¥40.000  or  $:i0.000.  or   something  like  that,   it 
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would  not  have  appeared  unreasoaable,  and,  in  fuct,  they  did  only 
claim  S273,000,  and  the  claims  board  increased  it  to  $184,000. 

Mr.  Graham.  Was  that  all  in  their  first  claim  ? 

Mr.  Buret.  All  they  had  in  their  original  claim  was  $273,907.30, 
and  the  claims  board  increased  it — I  say  the  "claims  board' — 
Col.  Hughes  increased  it  to  $484,325.28. 

Mr.  Graham.  Did  he  give  any  reason  for  it? 

Mr.  Blaket.  No,  sir. 

Mr.  Graham.  Do  you  know  whether  that  was  done  at  tli'at  con- 
ference you  were  present  at  ? 

Mr.  Blaket.  No  ;  it  had  been  agreed  to  before  that. 

Mr.  Graham.  Did  these  people  know,  when  they  went  into  this 
work  and  took  this  contract  and  fixed  this  profit,  that  they  were 
going  to  have  to  use  this  other  building  for  their  ordinary  business? 

Mr.  Br,AKET.  Yes,  sir;  they  knew;  when  the  profit  was  fixed  they 
had  already  agreed  to  give  up  this  plant  100  per  cent  to  the  war 
work. 

Mr.  Graham.  And  stop  manufacturing  cars? 

Mr.  Blaket.  Yes,  sir;  they  had  moved  their  car  manufacturing 
over  to  the  other  department,  which  was  at  the  other  side  of  the 
fence. 

Mr.  Gbaham.  You  think,  then,  that  they  just  raised  this  item 
here  in  order  to  try  to  take  care  of  something  else  that  could  not 
be  allowed  ? 

Mr.  Blaket.  Yes,  sir;  in  order  to  bring  it  up  to  the  $3,000,000 — 
it  is  the  only  reason  I  c«n  see  at  all. 

Mr.  Graham.  What  is  the  next  item ! 

Mr.  Blaket.  (f )  Expense  of  transferring  car  machinei^  to  freight 
shop,  $17,140.77.  That  has  really  been  included  in  the  discussion  of 
the  above  item. 

Mr.  Graham.  Expense  of  transferring  machinery  ? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  From  where! 

Mr.  Blaket.  From  the  Ordnance  Department  over  to  the  car  shop. 

Mr.  Jefferis.  You  say  that  is  included  in  the  (d)  item? 

Mr.  Blaket.  Yes,  sir;  that  is,  the  discussion  of  it  was,  the  amount, 
in  order  to  make  the  total  amount  $484,000."  You  see,  the  first  figure 
I  gave  was  $467,000,  plus  that  $17,000  makes  the  total. 

Mr.  Graham.  Was  there  any  further  items  there,  Mr.  Blakey  ? 

Mr.  Blaket.  (g)  Unabsorbed  oijerating  losses  to  June  30,  1919, 
on  hotel  dormitory  and  dormitory  dining  room,  $40,926.99.  They 
built  the  hotel  at  their  own  expense,  without  the  consent  or  without 
the  authority  from  the  War  Department,  and  they  operated  that 
hotel  for  the  benefit  of  the  public,  for  the  benefit  of  the  Ordnance 
Department,  and  the  benefit  of  their  own  business,  and  they  ran  it  at 
a  loss,  and  they  had  a  private  dining  room  connected  with  their  office 
that  they  built  as  a  club  for  their  officials,  who  did  not  pay  anything 
to  live  at  that  club.  Of  course  there  was  a  loss,  because  there  was  no 
income.  The  loss  on  those  two  places  have  been  put  into  this  figure 
of  .$40,000. 

Mr.  Graham.  Just  a  kind  of  private  hanging-out  place  for  the 
fellows,  who  did  not  pay  anything  there  at  all? 
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Mr.  Blaeey.  Yes.  sir;  and  some  Government  officiaJs  lived  there 
and  paid  the  nominal  smn  of  $30  a  month,  and  as  an  item  of  cost  that 
item  was  not  allowed,  and  they  knew  it  away  back  in  June.  IfllS, 

Mr,  Graham.  Was  not  allowed  by  whom! 

Mr.  Blakey.  First  by  myself  and  then 

Mr.  Graham  (interposing).  They  tried  to  get  that  thing  through 
earlier  in  the  ordinary  progress  of  the  work? 

Mr.  Blakey.  Yes.  sir;  and  they  knew  it  was  not  a  proper  item  of 
cost.  1  turned  it  down,  and  Maj.  Nicholson,  who  was  next  to  the 
head  of  our  department,  sustained  my  ruling  that  it  was  not  a  proper 
item  of  cost.  If  they  had  charged  a  nominal  fee  to  their  own  officials 
in  the  operation  of  this  club  and  treated  it  as  though  it  had  been  a 
cafeteria  the  loss  in  operation  would  have  been  considered  a  proper 
it«m,  but  when  they  made  no  charge  whatever,  then  we  would  not 
accept  it  as  a  proper  charge. 

Mr.  Graham.  The  Government  never  put  a  cent  into  that  place, 
did  it— the  hotel  ? 

Mr.  Blakey.  No,  sirj  we  were  not  intere-oted  in  the  hotel  at  all. 

Mr.  Graham.  What  is  the  next  item? 

Mr.  Bi^KET.  (A)  Diflferences  in  cost  and  the  present  value  of 
hotels,  roadways,  garage,  etc.,  $220,756.34.  They  built  the  hotel  and 
they  built  some  permanent  improvements  in  front  of  their  plant  in 
the  way  of  concrete  roadways  and  gariige  for  the  use  of  their  own 
officials,  and  now  they  want  the  Government  to  absorb  what  is  a 
little  over  half  of  that  cost,  over  $220,000. 

Mr.  Grahau;  Difference  in  cost! 

Mr,  Blaket.  Yes,  sir. 

Mr.  Graham.  What  does  that  mean  ? 

Mr.  Blakey.  The  difference  between  the  cost  and  the  present 
value  of  the  hotel  if  they  were  to  sell  it  to-day.  The  hotel  cost 
something  like  $350,000. 

Mr.  Graham,  A  pretty  elaborate  hotel,  is  it? 

Mr.  Blakey.  Yes,  sir ;  and  if  you  were  to  offer  it  for  sale  to-day 
in  Hammond  it  would  not  be  worth  very  much.  Nobody  wants  it ; 
it  is  away  out  next  to  their  plant  and  on  their  property,  and  so  on. 

Mr.  Graham.  Did  they  build  it  or  buy  it? 

Mr.  Blaket.  No,  sir,  they  built  it;  they  built  it  after  they  got  this 
war  contract — they  built  it  at  the  time  thinking  that  the  Ordnance 
Department  was  going  to  pay  for  it  as  housing  facilities.  I  am  of 
the  opinion  that  is  why  they  did  it. 

Mr.  Graham.  Was  that  ever  taken  up  with  the  Ordnance  Depart- 
ment? 

Mr.  Blaket.  I  think  it  was  and  turned  down. 

Mr.  Graham.  Are  you  reasonably  sure  about  that? 

Mr.  Blakey.  Yes,  sir;  there  is  some  correspondence  some  place — 
I  do  not  have  it.  but  I  know  it  has  been  discussed  in  the  Ordnance 
Department,  and  the  hotel  was  not  allowed.  They  had  an  appro- 
priation of  over  $1,000,000  for  buildins^,  but  that  was  for  building 
to  equip  their  plant  and  not  for  buildings  such  as  hotels  and  resi- 
dences, and  so  on.  And  that  item  instead  of  being  $220,000  if  they 
had  charged  depreciation  on  it  and  had  prorat«d  that  depreciation 
between  the  ordnance  work  and  the  other  work,  we  would  have  ac- 
cepted a  charge  of  approximately  $40,000  as  depreciation. 
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Mr.  Grabah.  The^  were  usine  this  hotel  for  housing  their  em- 
ployees who  worked  in  their  car  shops  1 

Mr.  Blaket.  Yes,  sir ;  as  well  as  the  employees  who  worked  in  the 
ordnance  plant  and  also  the  general  public — anybody  who  wanted  to 
live  there. 

Mr.  Graham.  They  were  running  a  regular  hotel? 

Mr.  Blak£t.  a  regular  hotel. 

Mr.  Graham.  How  many  rooms  did  it  havet 

Mr.  Blaket.  Something  over  200—1  guess  there  is  about  250 
rooms. 

Mr.  Gbaham.  What  else  is  there  in  Uiis? 

Mr.  Blaket.  The  total  of  all  of  those  items  aggregated  $1,532,- 
654.11. 

In  the  final  wind-up  the  Government  had  spent  $3,800,000  for 
buildings,  machinery,  and  equipment.  Some  of  that  had  been  ship- 
ped away  to  the  other  Government  departments.  So  it  is  safe  to 
say  there  were  $3,000,000  worth  of  buildings,  machinery,  and  equip- 
ment left  there,  and  that  was  sold  back  to  them  for  $700,000,  And 
at  the  same  time  that  was  done  there  were  other  materials  such  as 
steel  burs,  copper,  and  ever\thing  imaginable  in  the  way  of  ma- 
terial that  was  estimated  to  h"ave  cost  between  $5,000,000  and  $6,000,- 
000.  The  inventory  had  been  taken  item  by  item  and  verified  this 
$5,000,000  or  $6,000,000.  We  were  within  5  or  10  per  cent  of  having 
it  completed  to  know  exactly,  and  that  $5,000,000  or  $6,000,000  worth 
of  material  was  sold  to  them  for  $200,000. 

Mr.  Gkahah.  What  kind  of  material  was  it,  Mr.  Blakey? 

Mr.  Blaket.  Steel — mostly  steel, 

Mr,  Graham.  Was  it  standard  steel? 

Mr,  Blakey.  It  was  Iwught  special  for  the  manufacture  of  these 
gim  carriages. 

Mr,  Graham.  What  shapes  and  sizes? 

Mr.  Blaket.  All  shapes,  some  of  the  steel  plates  varying  in  thick- _ 
ncf-a;  some  of  it  is  steel  beams  and  stool  bars. 

Mr,  Graham.  How  much  is  there  tliat  could  be  used  for  ordinary 
commercial  purposes? 

Mr,  Blakev.  I  would  not  say  that  there  would  be  very  much  that 
would  suit  commercial  purposes,  because  it  was  all  cut  for  certain 
sizes  and  mostly  manufactured  especially. 

In  this  sale  there  wa,s  an  outside  concern  known  as  Briggs  & 
Turvis  that  bid  on  it  as  a  scrap  proposition. 

Mr.  Grahasi.  Where  are  tliey  from? 

Mr.  BuKEY,  Thct  are  located  in  Chicago.  They  bid  on  all  of 
that  scrap  stuff  1,1  per  cent  of  cost. 

Mr.  Graham.  What  would  that  have  been? 

Mr,  BuKET.  That  would  have  aggregated  about  $750,000,  and 
the  Standard  Steel  Car  Co.'s  bid  was  4  per  cent  of  cost.  There  is  a 
difference  there.  If  it  had  been  sold  to  Brisffs  &  Turvis  the  Gov- 
ernment would  have  had  to  have  paid  the  loadinji  and  the  rental  of 
tl'c  plant  for  another,  say.  three  months,  which  is  $25,000  a  month, 
while  we  were  getting  it  out.  But  the  actual  difference  between 
what  they  received  from  the  Standard  and  what  they  would  have 
received  -from  the  other  concern  is  $"i50.000.  So,  allowing  it  would 
have  coi^t  $250,000  to  load  it  and  ship  it  out  and  to  pay  the  rental 
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of  the  plant,  we  stiil  lost  $350,000  by  selling  it  to  the  Standard  Steel 
Car  Co. 

Mr.  Ghaham.  Did  you  bring  that  matter  to  the  attention  of  these 
people! 

Mr.  Blaket.  That  is  a  matter  that  was  brought  to  Col-  Hughes 
bv  another  department. 
*  Mr.  Gbaham.  What  department  was  that? 

Mr,  Blakey.  Mr.  Palmer,  who  is  manager  of  staff — I  forget  his 
initials — but  Mr.  Palmer  is  manager  of  staff  of  the  Chicago  claims 
board;  and  in  doing  that  Col.  Hughes  also  covered  up  that  evidence 
in  the  case.  The  claims  board.  Col.  Arisen,  and  Col.  Beeves,  and 
Col.  McFarland  I  do  not  think  had  that  information  at  all- 
There  is  a  Mr,  Dalton  wlio  can  verifj-  that  fact — J.  H.  Dalton— 
he  is  employed  as  an  expert  by  the  Chicago  Claims  Board. 

Mr.  Graham.  And  he  knows  about  that? 

Mr.  BuKET.  And  he  knows  about  that  offer  from  the  salvage 
proposition. 

So,  adding  this  $300-000  loss  to  the  other  makes  a  total  of  $832,000 
that  1  claim  they  were  overpaid. 

Mr,  Graham.  Not  including  the  tools  and  building  which  they  took 
for  a  reduced  value? 

Mr.  Blaket.  Yes.  sir:  this  award  was  signed  up  on  September 
2fi.  and  they  evidently  knew  there  was  something  wrong,  because 
they  followed  it  right  here  to  Washington  and  got  their  check  on 
September  30.  and  it  happened  to  be  on  October  1  when  this  article 
was  published  and  the  military  intelHgence  took  it  up  and  tried 
to  stop  payment,  and  it  was  too  late;  tney  had  already  gotten  the 
money  on  the  check  October  1, 

Mr.  Gbaham.  Does  the  military  intelligence  have  that  in  hand 
now  if 

Mr,  Blakf.t.  Yes,  sir;  the  militarr  intelligence  are  investigating 
the  articles  in  the  paper,  and  also  the  statements  I  made  to  them 
in  Chicago  before  I  left  there. 

Mr.  Graham.  Who  was  at  the  head  of  this  military  intelligence! 

Mr.  Blaket.  Gen-  Churchill  here  in  Washington,  but  Capt-  Wolfe 
and  Capt.  Metcalfe,  thev  are  the  two  who  are  handling  this  case. 

Mr.  Gbaham.  Now,  Mr.  Blakey,  have  you  any  interest  in  this 
matter? 

Mr.  Blaket.  Nothing  except  as  a  citizen  of  this  countrj-. 

Mr-  Graham.  This  attracted  your  attention  and  you  thought  it 
ought  to  be  known  ? 

Mr.  Blaket.  Yes,  sir;  I  was  in  a  position,  you  might  say,  of  a 
confidential  employee  of  the  Government,  and  I  knew  the  tacts  of 
the  case  better  tnan  any  other  man  connected  at  the  plant,  and  when 
it  was  put  over  the  way  it  was  I  am  sacrificing  ray  position  in  order 
to  try  to  bring  it  to  somebody's  attention. 

Mr.  Graham.  You  know  very  well  that  your  position  will  not 
last  long? 

Mr.  Blaket-  I  know  that;  in  fact,  I  do  not  intend  to  go  back 
to  give  them  the  pleasure  of  firing  me. 

Mr.  Garrett.  Why? 

Mr.  Blaket,  I  know  that  right  away  they  would  prefer  ch-'  ss 
against  me  for  giving  that  article  to  the  paper. 

Mr.  Garbett-  Who  is  responsible  for  your  employment 
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Mr.  BuKET.  The  Civil  Service  Commission,  but  the  War  Depart- 
ment would  not  approve  of  my  action  in  giving  the  article  to  the 
paper,  I  am  sure  of  that. 

ifr.  (lABRETT.  They  would  insist 

Mr.  Blaket  (interposing).  That  I  should  have  gone  to  the  head 
of  our  own  department,  which  I  did,  but  I  did  not  get  an^  action, 
so  I  took  the  matter  in  my  own  hands  and  tried  to  bring  it  to  the 
public's  attention  in  that  way. 

Mr.  Garrett.  Who  is  this  Col.  Hughes  i 

Mr.  Blaket.  Col.  E.  S.  Hughes. 

Mr.  Gakrett.  Are  you  personally  acquainted  with  him? 

Mr.  Ui^KCY.  No,  sir;  1  never  met  nim  until  August,  I  guess  it 
was. 

Mr,  Garrett.  Of  this  yearf 

Mr.  BiAKEY.  Yes,  sir;  1919. 

Mr.  Garrett.  He  is  a  member  of  tlie  Chicago  Claims  Board  ? 

iSlr.  Blaskt.  It  appeai-s  as  though  he  was  sent  there  as  a  special 
representative  from  Washington  to  act  in  and  cooperate  with  the 
Chicago  claims  board  and  settle  this  paiiicular  claim. 

Mr.  Garrett.  I  was  away  fi-oai  my  chair  here  just  a  moment,  and 
I  did  not  get  that.    Was  your  letter  addressed  to  nim  t 

Mr.  Bi-\KET.  No,  sir;  it  was  addressed  to  the  claims  board,  and 
he  kept  the  letter  and  does  not  give  it  to  the  chairman  of  the  claims 
board.    In  otlier  words,  my  contention 

Mr,  Garrett  (interposing).  How  did  you  learn  that  fact? 

Mr.  Bi>AKBT.  1  learned  that  from  the  chairman  of  the  Claims 
Board  himself,  and  I  asked  him 

Mr.  Gabrett.  After  this! 

Mr.  Bi<AKET.  It  was  the  same  day  that  this  settlement  was  in 

{)rocess  of  being  approved,  I  asked  Col.  Arison,  "  Did  you  get  the 
etter  I  wrote? "  And  he  said,  "  No."  And  I  said,  "  That  is  funny." 
Then  I  asked  Col,  Hughes,  and  he  said,  "Why,  you  did  not  write  mo 
a  letter."  I  said,  "  I  did,  and  I  gave  it  to  Mr,  Miller,  and  Mr. 
Miller  gave  it  to  yoyi,"  and  he  denied  it  He  said  he  did  not  get  any 
letter.  I  said,  "  Wait  a  minute,  and  I  will  get  Mr.  Miliier  up  here 
and  find  out,"  and  while  doing  that  he  goes  into  his  office  and  digs 
op  the  letter,  and  he  admits  he  had  the  letter.  But  Col.  Arison  never 
saw  it  and  Col.  Arison  admits  he  never  saw  the  letter. 

Mr.  Garbett.  That  was  at  the  conference  at  which  this  settlement 
was  being  negotiated? 

Mr.  Blakey,  Yes,  sir.  But,  unfortunately,  all  these  arguments 
between  ourselves  was  in  another  room;  Col.  Reeves  and  Col.  Mc- 
Farland  did  not  hear  these  arguments. 

Mr.  Garrett.  Was  there  no  way  it  could  have  be«n  gotten  to  their 
attention  ? 

Mr.  Blaket,  They  did  not  want  me  to  get  it  to  their  attention. 

Mr.  Garbett,  Col.  Hughes? 

Mr.  Blaket.  Yes,  sir. - 

Mr.  Garrett,  What  about  Arison? 

Mr.  Blaket.  The  same  way.  They  said  it  was  too  late,  they  had 
already  approved  it;  and  the  point  that  I  make  wa|  that  Col,  Hughes 
held  this  information  from  Col.  Reeves  and  from  Col.  McFarland, 
and  he  also  withheld  the  other  information  from  them  regarding 
the  salvage  offer.    They  sold  that  material  for  $200,000  because 
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they  thought  that  n-as  all  they  could  get  for  it,  and,  as  a  matter  of 
fact.  Col.  Hughes  had  a  letter  which  stated  very  plainly  that  it  could 
be  sold  for  over  $700,000. 

Mr.  Gabbett.  How  did  you  leam  that  fact? 

Mr.  Blaket.  I  learned  that  through  a  Lieut.  Began.  He  is  not  a 
lieutenant  now;  he  is  out  of  the  service.  But  he  is  working  for 
Briegs  4  Turns — Charles  A.  Regan,  it  is. 

Mr.  Graham.  In  Chicago! 

Mr.  Blaket.  Yes,  sir.  He  was  a  friend  of  mine,  and  when  they 
bid  on  this  material  and  did  not  get  it  he  came  to  me  to  find  out 
why.  and  then  he  told  me  about  their  bid. 

Mr,  Gabrett.  Have  you  been  right  at  the  Hammond  plant  aU  the 
time? 

Mr.  Blaket.  Yes,  sir;  since  April, '1918.  I  am  assistant  super- 
visor of  the  Chicago  district,  but  I  have  been  right  at  the  Hammond 
plant  every  day,  except  probably  a  few  days  .at  a  time, 

Mr.  Gabrett.  Is  this  man  Arison  a  member  of  that  Chicago 
claims  board? 

Mr.  Blaket.  He  is  now  chairman  of  the  Chicago  claims  board, 
and  succeeded  Mr.  E.  A.  Russell,  who  was  chairman. 

Mr.  Gabbett.  Was  that  the  same  Bus.sell  ? 

Mr.  Blaket.  No:  Col.  Hughes  has  now  succeeded  Col.  Arison 
as  chairman  of  the  Chicago  claims  board. 

Mr.  Graham.  Col.  Hughes? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  This  same  chap  is  now  chairman  of  that  board? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Gabbett.  Do  yon  know  how  they  got  this  board  from  Wash- 
in^on  to  go  out  there? 

Mr.  Blaket.  Yes,  sir;  Col,  Hughes  and  Mr.  Cory,  the  Standard 
Steel  Car  Co.  oHicial,  came  to  Washinfrton  and  piclted  out  the  ones 
they  wanted  to  go,  and  took  them  right  back  with  them,  and  the 
whole  ihing  was  cut  and  dried  and  railroaded — just  ready  to  rail- 
road through  the  afternoon  it  was  put  through,  and  Col.  Iluphes 
stated  to  these  gentlemen  in  that  conference  that  these  items  had  all 
been  audited  and  pa,s.seil  by  the  accountants.  As  a  matter  of  fact, 
they  had  not  been  audited  at  all.  All  he  had  was  a  letter  in  which 
we  took  exception  to  so  manv 

Mr.  Gabrett.  What  letter?  . 

Mr.  Blakkt.  The  latter  that  is  dated  September  15.  addres=;ed  to 
the  claims  board. 

Mr.  Garrett,  Do  you  mean  he  had  your  letter  of  September  l.i? 

Mr.  Blaket.  Yes.  sir. 

Mr.  Garrett.  That  is  all  he  had? 

Mr.  Blaket.  Yes,  sir;  he  had  no  audit  at  all  approving  the 
amount. 

Mr.  Gaurf.tt.  AVas  there  any  one  as-^ociated  with  yon  in  this  audit 
out  there? 

Mr.  Blaket.  Oh.  yes;  I  had  a  force  of  about  15  men  at  the  plant. 

Mr.  Garrett.  You  spoke  of  tho?e  gentlemen  cominnf  on  here. 
Ru--('ll  and  Cory? 

Mr.  Bi..\KKY.  Co].  Ilufrhes  and  Cory, 

Mr.  Gaiujett.  I  mean  Col.  Huglies'nnd  Cory,  and  picking  out  the 
men  they  wanted  to  go  out  there. 
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Mr.  Bi^KBT.  That  is  the  way  it  appears.  They  came  back  with 
those  other  two  colonels;  and  then  it  is  very  plain  that  Col.  Hughes 
withheld  this  information  from  tiiem.  They  did  not  have  the  facts 
before  them  when  they  gave  their  approval. 

Mr.  JcFFEKis.  Who  were  these  two  men  who  went  back  1 

Mr.  Blaket.  Col.  McFarland,  as  a  representative  of  the  Ordnance 
Department  claims  board,  and  Col.  Seeves  is  a  representative  of 
the  War  Department  claims  board. 

Mr.  Garbftt.  That  is  the  highest  board,  the  War  Department 
daims  board } 

Mr.  Bi^KET.  Yes,  sir;  those  two  claims  board,  they  are  supposed 
to  review  what  the  Chicago  claims  board  does. 

Mr.  Garret.  The  reason  I  asked  you  if  there  was  any  significance 
to  be  attached  to  your  statement  that  they  picked  out  the  men  they 
wanted,  was  because  of  the  fact  that  you  had  explained  to  the  com- 
mittee that  the  information  which  was  in  Hughes's  hands  really 
never  did  reach  them, 

Mr.  Blaket.  No,  sir ;  it  did  not,  in  fact  it  never  reached  the  chair- 
man of  the  Chicago  claims  board. 

Mr,  Garrett,  The  Chicago  claims  board  never  did  agree  to  pass 
m  this,  or  did  it  ? 

Mr.  Blakey.  Yes.  Col.  Arison  signed  it.  It  appears  as  though 
he  did  so  at  Col.  Hughes's  request. 

Mr.  Garrett.  You  do  not  Iniow  whether  the  full  board  ever  passed 
on  it  or  not ;  you  do  not  know  how  that  was ! 

Mr.  Blaket.  No.  sir. 

Mr.  Garrett.  What  I  am  trying  to  get  at  is,  is  there  any  reason 
to  attach  any  blame  to  McFarland  and  Beevesf 

Mr.  Blaket.  None  that  I  can  see,  except  that  they  were  not  fa- 
miliar with  the  facts  and  Col.  Hughes  picked  them  and  got  them  to 
approve  it  without  submitting  all  the  evidence  to  them. 

Mr,  Garrett,  Do  you  know  whether  it  has  been  usual  for  members 
of  these  claims  boards  here  in  Washington  to  leave  Washington  and 
go  out* 

Mr.  Blaket.  That  is  the  first  case  I  have  heard  of;  this  particular 
claim  is  the  first  one  I  have  heard  of. 

Mr.  Jefferis.  Who  are  the  leading  men  of  this  Standard  Steel 
Car  Co.? 

Mr.  Bl.4ket.  Mr.  John  M,  Hansen  is  president,  and,  as  I  under- 
stand, it  is  backed  by  the  Mellon's,  the  bankers  in  Pittsburgh,  and 
the  Mel  Ion -Stew  art  Construction  Co.  is  interested. 

Mr.  Jefferis.  Who  was  this  man  Cory  that  you  say  went  back  to 
Washington? 

Mr.  Blaket.  All  I  know  about 
durine  the  war  and  had  an  office  h 
him  their  "  political  representative 

Mr.  Jeffehis,  Where  does  he  iiv 

Mr.  Blaket.  I  do  not  know  whe 

Mr.  Jefteris.  What  is  his  first  i 

Mr.  BwKET.  His  initials  I  have 

Mr.  Jefferis.  As  I  understand  ii 
Hammond  and  came  to  Washingto 

Mr.  Blaket.  Yes,  sir. 
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Mr.  Jefferis.  How  long  had  Cory  been  out  there  before  he  and 
Hughes  went  back? 

Mr.  Blaxet.  He  has  been  around  Hammond  now  since  the  1st  of 
July.  He  spent  most  of  his  time  there  in  conferences  with  Co!, 
Hughes  and  the  other  Chicago  officials,  trying  to  get  this  claim 
through. 

Mr.  Jkffbbis.  Does  he  hold  any  office  with  this  Standard  Steel 
Car  Co.? 

Mr.  BLAKBr.  Yes,  sir;  his  title  is  assistant  to  the  president. 

Mr.  Jefferis.  How  long  had  Hughes  been  out  there  before  he  and 
Cory  went  back  to  Washington  ? 

Mr.  Blaket.  He  has  been  there  since  about  the  1st  of  July, 

Mr,  Jefferis.  Do  you  know  who  sent  him  out  there  ? 

Mr,  Blaket,  No,  sir;  Col.  Hughes  is  the  Ordnance  Department 
official  and  originally  negotiated  the  contract,  I  think,  because  I  have 
seen  correspondence  with  his  name  on  it  as  E,  S,  Hughes.  He  was  a 
major  then  in  connection  with  this  contract. 

Mr.  JEFFESI3.  You  think  he  is  the  fellow  that  represented  the 
Govei-nment  when  the  contract  was  entered  into? 

Mr,  Blaket,  Yes,  sir:  and  he  is  the  man  who  nerecd  to  give  them 
$4,000  for  carriage  profit  when  the  Ordnance  officials  could  not  see 
that  thev  should  have  more  than  $8,000  or  $3,500  at  the  outside.  He 
raised  his  bid  from  $3,500  to  $4,000  over  their  protest, 

Mr.  Jefferis,  That  is,  over  the  protest  of  the  Ordnance  Depart- 
ment? 

Mr,  Blaket.  Ordnance  Department  officials,  who  were  Mr,  J.  S, 
Church  and  J.  A.  Vail, 

Mr.  JEFFEBia,  Vail  and  Church  did  not  want  to  allow  this  Stand- 
ard Steel  Car  Co.  a  profit  to  exceed  $3,500  for  carriage? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Jefferis.  And  then  Mr,  Hughes  insisted  on  letting  them  have 
$4,000? 

Mr.  Blaket.  Raised  it  to  $4,000  at  one  bid. 

Mr,  Jefferis,  Of  profit? 

Mr,  Blaket.  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  where  Hughes  is  from  ? 

Mr.  Blaket.  Xo,  sir ;  I  do  not  know  anything  about  him  at  all. 

Mr,  Jefferis.  You  do  not  know  what  his  busines.s  was? 

Mr.  Blaket.  He  was  a  captain  in  the  Army;  that  is  all  I  know 
about  him;  he  is  a  young  man,  between  30  and  35, 1  should  say. 

Mr,  Oarrett,  Where  is  he  now  ? 

Mr.  Blaket.  Col.  Hughes? 

Mr.  Garrett.  Yes. 

Mr.  Blaket.  He  is  in  Chicago;  I  think  he  is  chairman  of  the  Chi- 
cago claims  board,  now,  succeeding  Col.  Arison,  who  was  supposed  to 
get  out  on  October  7. 

Mr.  Jefferis*.  Where  does  Col-  Aristm  live? 

Mr.  Blaket.  His  home  is  in  Chicago,  I  think. 

Mr.  Jefferis.  Do  you  know  for  whom  this  company  was  making 
cai-s  during  the  war? 

Mr.  Blaket,  No,  sir;  I  do  not  know  for  whom  they  had  the 
orders,  but  I  know  that  shortly  after  they  had  been  making  a  lot  for 
the  railroad  administration. 
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Mv.  Garrett.  They  are  making  car!>  for  the  Railroad  Administra- 
tion, are  they? 

JXr.  Blakey.  Yes,  sir. 

Mr.  Jeffebis.  How  much  is  tliis  company  capitalized  for! 

Mr.  Blaket.  They  are  incorporated  for  only  $4,000,000,  but  they 
have  assets  of  approximately  $40,000,000.  They  own  either  9  or  13, 
I  do  not  remember  which,  subsidiary  compani^  or  they  own  the 
controlling  interest  in  that  number  of  subsidiary  companies. 

Mr.  Jeffehis.  And  their  business  has  been  making  cars,  has  it? 

Mr,  Blakey.  Yes,  sir;  freight  cars  and  passenger  cars,  but  mostly 
freight  cars. 

Mr.  Jeffebis.  Do  you  know  of  any  reason  why  this  particular  con- 
tract was  not  signed,  the  one  dated  November  16,  1917? 

Mr,  Blaket.  One  of  the  reasons  that  I  know  of  was  they  were 
trjing  to  claim  a  profit  on  increased  facilities  where  the  Government 
has  spent  approximately  $4,000,000  for  buildings,  machinery,  and 
equipment,  they  were  trying  to  get  it  incorporated  in  another  con- 
tract that  they  would  get  10  per  cent  profit  on  that  and  the  cost- 
accounting  branch  protested  against  that,  that  it  was  contrary  to  the 
original  procurement  order.  The  procurement  order  said  they  would 
not  be  paid  a  profit  on  increased  facilities,  and  therefore  we  objected 
to  this  profit  on  increased  facilities,  because  the  contract  did  not  have 
that  included  in  it  and  they  would  not  sign  it.  That  was  one  of  the 
reasons  I  know  of, 

Mr.  Jeffebis.  Who  told  you  that? 

Mr.  Bi^KET.  That  was  verbal,  between  Oory  and  some  of  the 
officials  of  the  cost-accounting  branch  here  in  Washington. 

Mr.  Jeffehis.  Cory  was  the  representative  down  here  at  Wash- 
ington, was  he? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Jeffebis.  Do  you  happen  to  have  a  copy  of  their  original 
order? 

Mr.  Blaket.  No,  sir ;  I  do  not  have  it. 

Mr.  Graham.  I  have  one  here,  Mr.  Jefferis,  if  you  want  it  in  the 
record,  and  I  think  it  should  go  in. 

Mr.  Jeffebis.  I  think  it  might  go  in. 

Mr.  Blaket.  You  probably  have  the  whole  contract. 

Mr.  Graham.  Let  the  copy  go  in  at  this  point. 

(The  copy  of  contract  referred  to  will  be  printed  in  a  later  edition 
of  these  hearings.) 

Mr.  Blaket.  Do  ^ou  have  a  copy  of  the  original  procurement 
order?    It  only  consisted  of  five  or  six  pages? 

Mr,  Graham.  Yes.  sir;  we  have  it  here;  I  assume  it  is  correct.  It 
is  very  informal.  It  is  signed  "  C.  F.  J.  H.  R,  F.  A,,  lieutenant 
colonel.  Ordnance  Department," 

Mr.  Jeffehis.  Do  I  understand  you  to  say,  Mr.  Blakey,  that  when 
Co^,  Hughes,  McFarland,  and  Reeves  came  back  from  Washington 
to  Hammond  that  they  had  already  agreed  on  what  this  settlement 
was  to  be  ? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Jefi-ehis,  And  thev  were  to  be  awarded,  as  I  understood  it — 
the  conipany  was  to  be  awarded  $2,200,000! 

Mr.  Blaket.  Yes,  sir;  or  really  $.'(,000,000.  because  the  contract 
for  $800,000  had  never  been  signed,  and  therefore  they  had  to  make 
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the  award  for  the  whole  $3,000,000,  and  the  $800,000  was  vouchered 
and  put  through,  Hnd  that  is  the  reason  why  that  was  not  included  in 
the  award,  so  ther  drew  the  award  then  for  $2,200,000. 

Mr.  Jeftehis.  Then  they  got  $800,000,  as  you  understand,  profitt 

Mr.  Blaket.  Yes,  sir;  in  addition  to  this  award  of  $2,200,000. 

Mr.  Jefferis.  And  in  addition  to  purchasing  this  material  at  tlu 
figures  you  have  given  ? 
^r.  Blaket.  Yes,  sir. 

Mr.  Jefferis.  And  likewise  purchasing  the 

Mr,  Blaket  (interposing).  Buildings  and  machinery. 

Mr.  Jeffekis.  Buildings  and  machinery  that  cost  ^,200,0001 

Mr.  BiAKET,  Yes,  sir.    There  is  one  pomt  we  have  not  covered. 

Mr.  Graham.  Before  you  go  any  further,  and  if  Mr.  Jefferis  is 
done,  I  want  to  put  something  in  the  record  here.  I  can  not  find  in 
this  award  that  is  given  here  in  the  hie  that  has  been  furnished  by  the 
War  Department  any  itemization  at  all. 

Mr.  Blaket.  They  probably  did  not  itemize  it. 

Mr.  Graham.  Where  did  you  get  this  itemization  ? 

Mr.  Blaket.  I  got  it  from  Mr.  Jenks,  of  the  Standard  Steel 
Car  Co. 

Mr,  Graham.  Do  you  know  whether  they  had  that  at  Chicago  at 
that  meeting? 

Mr.  Blaket.  I  would  think  they  did,  because  here  is  the  whole 
thing  as  handed  to  us,  and  it  is  approved  by  Col.  Arison.  of  the 
Chicago  claims  board.  Here  is  a  comr  of  what  you  have,  and  that 
is  a  continuation  of  the  approval  by  Col.  Arison. 

Mr.  Graham.  Do  you  have  with  you  a  copy  of  the  award  this  com- 
pany filed  at  Chicago  with  the  Chicago  district  ordnance  depart- 
ment? 

Mr.  Blaket,  Yes,  sir;  I  have  that. 

Mr.  Graham,  I  wish  you  would  hand  that  to  the  reporter  and  have 
him  insert  it  now  in  connection  with  your  testimony, 

Mr.  Buket.  Yes,  sir. 

(The  copy  of  the  award  referred  to,  submitted  by  Mr.  Blakey,  is 
here  printed  in  full,  as  follows:) 

[Btatuton  award  Form  1.    Claim  No.  O-BC  GSS.    War-Ord.  No.  CF  S31.] 

AwABD  OF  Secretaby  of  War  Under  the  Act  of  Conoress  Entited  "An  Act 
TO  Provide  Relief  is  Cases  op  Contracts  Connected  with  the  Prosecution 
OF  THE  War,  and  fob  Other  PVRPosca  "  (Approved  Mar.  2,  1919). 

1.  It  appi'iirlnK  to  the  satisfaction  ot  tbe  Secretary  of  War  that  an  aftreemeiH 
was  enteral  Into  In  good  faith  between  Standard  Steel  Car  Co.,  the  dalmBnt, 
and  J.  H,  Rire,  lieutenant  colonel,  anU  George  R.  Nichols,  major.  Ordnance 
Department,  United  States  Army,  offlceM  or  ncenta  acting  under  the  authority, 
direction,  or  Instruction  of  the  Secretary  of  War,  on  or  about  the  16th  day  of 
November,  1017,  during  the  emergency  arising  from  the  declaration  of  war  with 
the  German  Empire  and  prior  to  November  12, 1918;  that  the  agreement  had  Iwen 
performed  in  whole  or  in  part,  or  expenditures  had  been  made  or  obligations 
Incurred  by  the  claimant  on  the  faith  of  snch  agreement,  prior  to  November  12, 
1018;  that  the  agreement  has  not  been  executed  In  the  manner  prescribed  by 
taw;  thnt  the  aaiil  agreenient  Is  within  the  provisions  of  the  above-entitled  act 
of  Coneress;  that  the  nature,  terms,  and  conditions  of  said  agreement  are  set  out 
In  Form  C,  certificate  of  the  claims  board  of  the  Ordnance  Department,  No. 
O-BC  552.  dated  AUtnist  5, 1010,  on  file  In  the  War  Department ;  thnt  the  claim- 
ant presented  his  claim  to  the  Secretary  of  War  before  June  30, 1019;  that  there 
have  heretofore  been  delivered  by  the  claimant  and  accepted  by  the  UnPed 
States  under  the  said  agreement  Increased  facilitlea  and  200  completed     tr- 
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rlages  and  63  cnrloadR  of  miscellaneouB  parts  (or  carriages  of  the  fair  eggre- 
gate  value  of  $18,000,000;  that  the  Bald  sum  of  ?18,000.000  paid  or  to  be  paid  for 
said  articles,  work,  facllttlee,  or  performance  heretofore  delivered  and  accepted, 
together  with  the  ad<lltloual  sum  of  $2,200,000,  will  adjust,  pa;,  and  discharge 
such  agreement  upon  a  fair  and  eqnitoble  basis,  and  that  such  sum  does  not  In- 
clude prospective  or  possible  profits  on  any  part  of  the  agreement  beyond  the 
goods  and  supplies  delivered  to  and  accepted  by  the  United  States  thereunder 
and  a  reasonable  remuneration  for  expenditures  and  obligations  or  liabilities 
necessarily  Incurred  In  performing  or  preparing  to  perform  said  ageement. 

2.  The  Secetary  of  War  hereby  awards  to  said  claimant  the  sum  of  $2,200,000, 
which  sum.  in  conjunction  with  the  payments  hereinabove  mentioned,  made  or 
to  be  niade  for  the  articles,  work,  or  fncllitles  heretofore  delivered  and  accepted, 
shall  be  In  full  adjustment,  payment,  and  discharge  of  said  agreement 

3.  From  the  said  snm  of  S2.200.000  shall  be  deducted  the  amount  of  $900,000, 
end  in  lieu  thereof  the  Secretary  of  War  hereby  awards  to  the  claimant  the 
property  listed  on  Schedule  B,  hereto  attached,  and  this  award  shall  operate  to 
vest  title  to  such  property  In  the  claimant.  The  United  States  shall  have  the 
right  of  requisition  from  said  property  on  hand  and  not  sold  at  the  time  of 
requisition  for  spares  for  the  Watertown  Arsenal,  but  there  shall  be  no  obliga- 
tion on  the  pert  of  the  cinimant  to  hold  any  of  said  property  In  anticipation  of 
such  requisition.  The  United  States  shall  load  such  material  so  requisitioned 
at  Its  own  expense,  and  for  the  purpose  of  such  loading  shall  have  free  access  to 
the  place  where  such  property  la  located,  and  In  no  case  shall  the  United  States 
be  charged  rental  or  storage  for  any  property  requisitioned  or  to  be  requisi- 
tioned.   No  title  to  property  passes  to  the  United  States  by  virtue  of  Schedule  A. 

4.  The  claimant  has  presente<l  satisfactory  evidence  that  all  the  suboint rectors 
have  consented  to  look  for  compensation  to  the  claimant  only.  Each  subcon- 
tractor shall  he  paid  by  the  claimant  for  ell  property  shipped  or  hereefter 
shipped  upon  certified  invoice  showing  chix^klng  and  accounting  made  by 
Inspection  Department,  Uniteil  States  Army,  and  without  further  certification. 

Recommended  by:  Chicago  Ordnance  District  Claims  Board,  by  E.  E.  Arlson, 
coloni'!.  Ordnance.  United  States  Army   (member). 

Approved  by:  The  claims  board  of  the  Ordnance  Department,  by  Earl  Mo- 

Farleod,  colonel.  Ordnance  Department   (member).     Dated  .  WashlDE- 

ton.  D.  C. 

Made  and  approved  by  authority  of  the  Secretary  of  War :  War  Department 
Claims  Board  by  Ira  L.  Reeves,  colonel.  Infantry  (member).  Dated  Septem- 
ber 26.  ISIS.  Washlneton.  D.  C. 

Acceptwl:  Standard  Steel  Car  Co.  (claimant),  by  W.  G.  Cory.  Dated  Sep- 
tember 26.  1919. 

(Corporate  seal.) 

Contractor:  Standard  Steel  Car  Co.,  War  Order  No.  C.  F.  331.  Address: 
Hammond,  Ind. 

'  SCHEDtn.E  A. 

Attached  to  and  a  pert  of  a  certain  contract  t)etween  the  United  States  end 
the  contractor,  dated  Sepember  20.  1919.  showing  pr()perty  the  title  to  which  Is 
to  pass  from  the  contractor  to  the  United  Sates  as  e  consideration  of  the  settle- 
ment contract,  arising  out  of  or  Incident  to  above  war  order.    None. 

Contractor:  SUndard  Steel  Car  Co.,  War  Order  No.  C,  F.  831.  Address: 
Hammond,  Ind. 


Attached  to  and  a  part  of  a  certain  contract  between  the  United  States  nnd 
the  contractor,  datefl  September  26. 1919.  showing  prci>erty  the  title  to  which  Is 
to  pass  from  the  United  States  to  the  contractor  as  a  consideration  of  the  settle- 
ment contract  arising  out  of  or  incident  to  the  abi)ve  war  order ; 

All  facilities,  Including  buildings  and  structures  and  all  machinery,  equip- 
ment, direct  material,  raw  material.  Indirect  material,  and  material  in  process, 
and  all  property  of  whatsoerer  nature  Involved  In  said  contract  No.  C.  F.  331 
and  not  already  delivered  toor  requisitioned  by  the  United  States  on  this  date, 
September  26.  1910. 

Mr.  On.iHAM.  Do  you  also  liave  &  copy  of  the  award  that  was 
afterwards  entered  by  the  district  board  in  AVashington  ? 
Mr.  Blaket.  Yes,  sir. 
Mr.  Graham.  Let  that  go  into  the  record  also. 
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(Tlie  document  refened  to  is  here  printed  in  fu!!,  as  follows:) 

JIATTEB  OF  SETTLB 
[Ordnance  Depajtmen 
On   reading  and  cooslderi 


ChlcBBo  DiBt 


:t  Claim  Board      Dstcd  Sfpt    26,  191S.] 

ing  the  verified  Btatement  of  claicn  and  supporting 

awoiihtsi  und  inii>ers  of  Ib^  iiluive- named  contructor  '.ubmltted  lierfln,  dated 

,  the  verLfii'd  staff  report,  lierein  dated,  found 

1.  Tlie  United   States  sliall    (ortliwlth  pav   to  tlie  contractor   the  suiu  of 
JI,30*),(X)0,  made  up  as  follows : 


» 

, 

'■""»™- 

tm,5»S.57 

cj  10  perwntptoni  on  worked  directmBterlsU.lsboT.iDdoverhMd  «s«,3W.os 

ii)  AddiManalcaatDfpBaKTiKeTcarworkdonoiDlreiehtsbop ««7,I«4.5I 

Cir)  Unabsorbed  oporatinilosscs  to  June  30,  IB19.  on  hotel  donnl- 

0)  DlBerence  in  ccBt  and  prBsent  valiu  of  haul  roadways,  garage, 

S,(J7S,tH.« 

Clalma  aC  the  United  StaUti  against  the  oaatrutor  arlilng  out  ol  Or  laddrnt  to  the 

, 

' 

AlloTaiKe  to  the  Cniled  Slates  foe  [air  value  of  property  ntalned  by  oonlnotor  in 

•Hate. 

2.  DeUifs  In  delivery  of  performance  under  the  contract  to  which  this  nward 
relates  have  been  carefully  Investigated,  and  It  Is  found  that  tliey  were  not  due 
to  the  fault  of  Che  contraetor,  hare  resulted  in  no  danmge  to  the  United  States, 
and  no  deductions  should  be  made  from  the  contractor's  compensation  because 
of  such  delays. 

3.  No  members  of  this  district  claims  board  have  an  Interest  In  this  contractor 
and  took  uo  part  whatever  In  the  settlement  or  determination  of  this  claim. 

4.  The  settlement.  In  accordance  with  the  foregolnf;  flndlnfi^,  subject,  however, 
to  the  approval  of  the  ordnance  claims  board,  sliall  be  In  full  satisfaction  of  any 
and  all  claims  or  demands  In  Ian-  or  In  equity  which  the  contractor.  Its  huc- 
cessors,  representatives,  agents,  or  assigns,  has  or  may  have  growing  out  of  or 
incident  to  the  contract  herein  above  mentioned,  and  such  settlement  shall  con- 
stitute a  complete  termination  of  every  question  or  claim,  legal  or  equitable, 
liquidated  or  unliquidated,  pertaining  to  <ir  growing  out  of  said  contract, 
except  that  all  articles  of  work  delivere<l  and  accepted  heretofore  under  and  lu 
pursuance  of  the  original  contract  and  not  yet  paid  for  sliall  be  t>ald  for  In 
accordance  with  the  provisions  of  said  original  contract. 

5.  We,  the  Chicago  district  ordnance  claims  hoard,  have  verified  and  canseil 
to  be  verified  to  our  satisfaction  the  contractor's  statement  of  fact  ns  to  ex- 
penditures made,  commitments  outstanding,  materials  on  hand,  or  other  ItemH 
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charged,  and  do  hereby  certify  that  to  the  extent  that  the  same  were  allowed 
by  us  in  the  settlement  aa  hereinabove  stated  in  detail,  such  Items  were  verified 
to  our  satisfaction.  There  are  no  known  claims  of  the  United  States  against 
the  contractor  arising  out  of  or  Incident  to  the  original  contract  which  are  not 
coveretl  in  reaching  the  foregoing  determination. 

Chicago  District  Obdnance  Ciaius  Boabd, 
By  B.  B.  Abison, 
Colonel,  Ordnance,  United  Statet  Army,  Chairman. 
We  will  accept  the  conclusion  and  amount  stated  In  the  foregoing  award. 
Standard   Steel  Cab  Co., 
By  W.  G.  COBY,  Contractor. 

Mr.  Gbahah.  The  committee  will  now  adjourn  until  10.30  o'clock 
to-morrow  morning. 

(Thereupon,  at  6.30  o'clock  p.  m.,  the  committee  adjourned  to  meet 
to-morrow,  Saturday,  October  11, 1919,  at  10.80  o'clock  a.  m.) 
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SuBCOMMnTEE  No.  5  (Ohdnance)  of  the 

Select  CoMMnrEE  on  ExPENDirnREa  in  ths 
Wab  Department,  House  op  REPRESENTArrvES, 

Saturday,  October  11,  1919. 
The  committee  met  at  11  o'clock  a.  m.,  pursuant  to  adjournment 
of  yesterday,  Hon.  William  J.  Graham  (chairman)  presiding. 
Also  present:  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett 

TESTmONT  OF  LIEUT.  COL.  ODUS  C.  HORNET,  LIETTTENAHT 
COLONEL,  ORDNANCE  DEPARTH^TT. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham,  What  ia  vour  full  name! 

Col.  Hornet.  Odus  C.  homey. 

Mr.  Graham.  You  are  a  lieutenant  colonel  in  the  Ordnance  De- 
partment ? 

Col.  HoRKET.  Yes,  sir:  lieutenant  colonel  in  the  Ordnance  De- 
partment. 

Mr.  Graham,  Where  are  you  located,  Colonel  ? 

Col.  HosNET.  At  Nashville,  Tenn.,  in  command  of  the  Old  Hickory 
Powder  Plant. 

Mr.  Graham.  How  long  have  you  been  there? 

Col.  HoRNEY.  Since  early  in  March,  last, 

Mr.  Graham.  Prior  to  tliat  where  were  you  serving? 

Col.  Hornet.  Immediately  prior  to  that  I  was  abroad;  for  only 
three  month.e,  liowever;  and  prior  to  that  I  was  on  duty  in  Wash- 
ington. 

Mr.  Graham.  Are  you  a  Regular  Army  officer? 

Col,  HoitSEY.  Yes.  sir. 

Mr.  Graham.  AVhen  you  went  to  Old  Hickory  to  what  degree  was 
the  plant  completed  ? 

Col.  Hornet.  I  should  say  about  8.5  per  cent  to  90  per  cent.  It 
would  be  difficult  to  give  a  very  exact  figure,  but  I  would  describe  it 
in  general  terms  which  will  give  you  a  clear  idea  on  that.  The  plant 
is  divided  into  nine  units:  seven  of  those  units  were  practically 
finished:  six  had  been  put  in  operation,  and  the  seventh  was  prac- 
tically finished:  and  the  eighth  and  ninth  were  in  process  of  con- 
struction: that  is,  on  the  powder  plant  proper.  There  were  15  sul- 
phuric acid  units,  13  of  which  were  practically  finished,  and  2  were 
in  pro-ess.  There  were  7  nitric  acid  units,  as  I  recall.  5  of  which 
were  finished,  and  2  in  process;  1  was  nearly  finished  and  the  other 
only  fairly  .started.  So  that  you  see  there  was  about  seven-ninths  of 
the  plant  proper  had  been  practically  completed,  and  then  a  consid- 
erable amount  of  work  had  been  done  on  the  remaining  two  units. 
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Mr.  Graham.  Well,  has  anything  further  been  done  on  the  r 
ing  two  units  ? 

Col  Hornet,  Not  since  the  armistice. 

Mr.  Graham,  "What  shape  were  they  in;  you  have  described  the 
degree  to  which  they  were  started  or  completed,  but  what  was  their 
condition ;  were  the  buildings  finished ;  was  the  machinery  installed  i 

Col.  Hornet,  On  the  seven  units  I  have  described 

Mr.  Graham  (interposing).  Well,  I  am  speaking  of  the  two  that 
were  partially  finished. 

Col.  Hornet,  Part  of  the  buildings  were  finished,  and  part  of 
them  only  started,  and  taking  the  sulphuric  acid  units  for  example, 
the  framework  of  the  buildings  was  up  with  some  of  the  machinery 
already  in  place,  the  heavv  tanks  and  sulphur  burners  and  things  of 
that  sort.  Down  throughout  the  powder  plant  the  two  nitrating 
houses  and  units,  the  framework  only  was  up.  In  the  cotton  purifi- 
cation portion  there  were  to  be  seven  and  one-half  units;  that  is,  seven 
full-sized  units  and  a  half-sized  unit;  four  of  those  wore  completed, 
and  the  fifth  one  was  practically  completed:  as  the  building  was 
completed  and  the  machinery  partially  installed  and  all  on  hand. 
In  tlie  half  unit  the  framework  was  up  and  the  machinery  on  hand 
but  none  installed;  oh,  perhaps  some  few  tanks. 

Mr.  Graham.  Now.  in  the  two  units  not  finished  is  the  machinery 
protected  from  the  weather  ? 

Col,  Hornet.  Some  of  it;  there  is  considerable  quantity  of  ma- 
terials scattered  all  over  the  place. 

Mr.  Graham.  I  am  speaking  of  the  powder  linej  the  buildings 
and  the  various  steps  in  the  processes;  is  the  machinery  protected 
by  the  present  state  of  the  improvements  of  those  two  additional 
units  that  were  partially  completed,  or  will  there  he  additional  work 
required  to  house  the  machinery ! 

Col.  HoRKET.  The  plan  is  to  dispose  of  all  the  uninstalled  ma- 
chinery and  equipment. 

Mr.  Graham.  Is  that  true  of  the  machinery  and  equipment  con- 
tained in  the  two  uncompleted  units  f 

Col,  Hornet.  Yes,  sir. 

Mr.  Graham.  You  have  a  plant  then,  of  seven  units? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham.  Have  you  taken  any  steps  toward  that  i 

Col.  Hornet.  Yes;  we  are  working  on  it  constantly. 

Mr.  Graham.  Tearing  it  down? 

Col.  Hornet.  No,  sir;  not  torn  down.  Our  steps  have  been  Uy 
dispose  of  the  material  most  likely  to  deteriorate.  I  have  made  an 
effort  to  first  dispose  of  the  food  products,  quantities  of  which  were 
on  hand. 

Mr,  Graham.  When  did  you  close  down  that  plant? 

Col.  Hornet.  The  lastpowder  was  completed  about  the  1st  of" 
April,  I  should  think.  There  was  no  more  material  put  into  the 
plant  after  the  armistice,  but  the  material  that  was  in  process  was 
run  through  the  process  and  completed. 

Mr.  Graham.  Do  you  have  a  water-drying  process  there! 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham.  Well,  how  many  pounds  of  powder  did  you  make 
there! 

Col.  Hornet.  About  80,000,000  pounds,  to  be  used. 
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Mr.  Graham.  And  where  is  it? 

Col.  Hornet.  Stored  there  at  the  plant. 

Mr.  Graham.  All  of  it? 

Col.  Hornet.  Practically  all  of  it,  if  not  all  of  it, 

Mr.  Graham.  Was  it  cannon  powder? 

Col.  Hornet,  All  cannon  powder;  yes,  sir. 

Mr.  Graham.  And  for  what  particular  caliber  of  cannon? 

Col.  Hornet.  Seventy-five  millimeter. 

Mr.  Graiiah.  Do  you  have  storehouses  there  to  keep  it  in? 

Col,  HoBNEv.  Yes:  there  are  abont  40  magazines  proper,  and  a 
large  number  of  building:^  that  were  designed  for  manufacturing 
purooses  are  also  being  used  for  storajre. 

Mr.  <iRaham,  What  do  yon  mean;  dry  houses? 

Col.  HoRNEY.  Solvent  recovery  hoiipes,  and  dry  houses. 

Mr.  Graham,  Did  you  tear  the  bins  out  of  them? 

Col.  Hornet,  Xo.  pir;  the  solvent  recovery  houses  have  been  left 
just  as  they  wei-e.  We  using  a  movable  ear  system,  so  tlie  cars  wei'e 
taken  out. 

Mr.  Graham.  Did  you  have  lo  change  in  the  interior  of  the  build- 
ings to  store  ? 

Col.  HoRNEY.  We  have  not ;  no.  sir. 

Mr,  Graham,  Now,  has  any  ordnance  materials  been  shipped  intt* 
your  place  for  storage? 

CoL  Hornet.  Only  powder. 

Mr.  (traham.  Has  powder  come  in  there  for  storage  ? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham.  Where  from,  if  you  know? 

Col.  Hornet.  From  the  other  powder  places,  the  Aetna  and  the 
Hercules.  , 

Mr.  Graham.  Do  vou  know  how  much? 

Col.  Hornet.  Between  85,000,000  and  100,000,000  ponnds  are  ><tored 
there  now. 

Mr.  Graham.  That  would  be 

Col.  Hornet  (interposing).  Something  over  50,000,000  hare  been 
shipped. 

Mr.  Graham.  More  than  you  had? 

Col.  Hornet.  Yes.  sir. 

Mr.  Graham.  Is  that  cannon  powder  also? 

Col.  Hornet.  Yes,  sir.  There  may  be  small  quantities  of  small 
arms. 

Mr.  Graham.  There  may  be  some  small  arms? 

Col.  Hornet.  There  may  be  small  quantities  of  small-arms  powder, 
but  a  small  amount. 

Mr.  Graham,  Nothing  else  has  been  shipped  in? 

Col.  Hornet.  No.  sir. 

Mr.  Graham,  What  have  you  done  with  the  machinery  in  those 
two  units  that  you  have  tried  to  dispose  of? 

Col.  Hornet.  I  have  not  done  anything  with  that  machinery  ex- 
cept to  try  to  protect  it  from  the  elements  where  it  was  exposed. 

Mr.  Graham.  I  thought  you  said  you  tried  to  dispose  of  it? 

Col.  Hornet.  My  first  efforts  were  to  dispose  of  that  material 
most  likely  to  deteriorate.  The  first  thing  I  took  hold  of  was  the  com- 
missary supplies  and  foodstuffs. 

Mr.  Graham.  Did  you  find  a  large  amount  of  that? 
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Col.  HoBNET.  About  $400,000  worth  of  groceries  and  about  $200,000 
■wortii  of  cigars,  tobacco,  and  cigarettes,  and  about  $250,000  worth  of 
other  miscellaneous  commissary  supplies,  such  as  would  ordinarily  be 
kept  in  an  ordinary  store  for  sale  in  a  community, 

Mr.  Graham.  All  of  which  belonged  to  the  Government? 

Col.  HoHNBY.  Yes,  sir. 

Mr.  Graham.  Well,  were  you  running  a  Government  store  down 
there,  or  more  than  one  Government  store? 

Col.  Hornet.  Yes ;  they  had  a  number  of  stores  where  they  sold 
those  supplies  to  the  inhabitants  or  the  employees  of  the  plant. 

Mr.  Graham.  Did  the  Government  use  its  soldiers  or  employees  to 
run  those  stores? 

Col,  Hornet.  No,  sir;  this  was  done  by  the  du  Pont  Engineering 
Co.  in  the  operation  of  the  plant. 

Mr.  Graham.  But  the  Government  furnished  the  supplies? 

Col,  HoHNEY.  The  Du  Pont  Co.  did  ail  the  purchasing,  of  course, 
with  (lovernment  money,  but  the  Du  Pont  Co.  operated  the  plant  ^^ 
a  whole  as  a  contractor. 

Mr.  Graham.  They  did  it  on  a  certain  per  cent  then,  or  for  a  cer- 
tain compensation? 

Col.  Hornet.  Yes;  my  understanding  is  they  got  no  compensa- 
tion for  the  erection  of  the  plant  but  $1,  but  were  paid  a  profit  of  34 
cents,  if  I  remember  riehtly,  per  pound  of  powder  produced,  witn 
the  condition  that  if  tliey  reduced  the  cost  below  a  certain  base 
price,  which,  as  I  recollect,  was  44J  cents,  they  were  to  get  half  ol 
the  saving. 

Mr.  Graham.  But  the  Du  Pont  employees  that  ran  these  various 
places  were,  I  suppose,  counted  in  as  a  part  of  the  cost? 

Col.  Hornet,  Part  of  the  cost,  yes. 

Col.  Graham.  And  then  when  the  stores  closed — by  the  way, 
when  did  they  close ! 

Col,  Hornet.  I  took  the  plant  over,  on  midnight  of  April  17,  and 
the  commissaries  or  ordinary  retail  store  houses  were  operated — 
have  been  since  that  time — been  o(>prated  by  the  Y.  M.  C.  A,  organi- 
zation ;  and  I  have  sold  to  the  Y.  M.  C.  A.  at  cost  for  retail  such  as 
they  wanted  They  have  bouglit  certain  quantities  of  the  stores  from 
the  Government,  but  I  think  they  bought  a  large  quantity  of  mate- 
rials outside.  They  find  the  prices  over  here  higher  than  the  prices 
paid  now.  Tliere  is  a  hotel  there  which  the  1 .  M.  C,  A.  also  op- 
erate. Thev  operate  two  Y.  M.  C.  A.  buildinfrs  for  the  plant  and 
a  cdioi'od  Y.  M.  C.  A.  huilding. 

Mr.  Graham,  Do  they  operate  any  clubs  there? 

Co).  Hornet.  The  Y.  M.  C.  A.  buildings  take  the  place  of  clubs. 

Mr.  (iRAHAM.  You  hiive  three  of  those  Y.  M.  C.  A.  buildings? 

Col.  Hornet.  Two  white 

Mr.  Graham  (interposing).  Two  white  and  one  coloi-ed! 

Cnl.  Hornet,  Yes;  and  one  colored, 

Mr,  Graham.  Well,  when  you  took  poswssion  of  the  plant,  how 
many  employees  were  working  there  altogether,  a|>proxiniately  ? 
.    Col.  Hornet.  About  2,-500,  I  should  estiniiite;   I  do  not  recall  thb 
exact  number. 

Mr.  Graham.  Now,  from  that  time  to  the  present,  do  you  have 

nemorandum  of  the  weekly  pay  rolls! 
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Col.  HosNET.  I  haven't  it  with  me.  I  could  prepare  it  and  give 
it  to  you. 

Mr.  Graham.  Well,  could  you  tell  from  memory? 

Col.  HoHNEy.  The  pay  roll  at  the  present  time  is  about  $125,000  a 
HQonth;  it  has  been  running  not  far  from  that  for  the  last  three 
months,  I  should  say. 

Mr.  Gbahah.  How  many  employees  have  you  ? 

Col.  Hornet.  Something  over  1^00. 

Mr.  Graham.  What  do  they  consist  of? 

Col.  Hornet.  They  are  clerks  in  the  office;  the  operatives  of  the 
power  plant  and  the  repair  shops,  and  storekeepers;  men  engaged 
on  salvage  operations,  shifting  and  operating  the  switching  yards, 
and  railway  operations. 

Mr.  Gbahah.  Do  you  have  any  police  there? 

Col.  Hornet.  Yes,  sir. 

Mr.  Gr&hau.  How  many? 

Col.  Hornet.  One  hundred  and  one. 

Mr.  Gbahah.  About  what  do  they  receive  per  man  per  month? 

Col.  Hornet.  The  policemen,  or  guards  as  we  call  them,  receive 
$110  per  month.  The  chief  of  police  receives  $2,400,  I  believe,  a 
year;  it  is  either  $2,200  or  $2,400. 

Mr.  Graham.  Have  you  a  fire  department? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham.  How  many  men  have  you  on  that? 

Col.  Hornet.  Forty-six  or  forty-seven. 

Mr.  Graham.  What  do  they  receive? 

Col.  Hornet.  About  the  same  as  policemen. 

Mr.  Graham..  Now,  you  are  doing  nothing  there  now,  I  presume, 
excepting  guarding  the  plant? 

Col.  Hornet,  Doing  no  manufacturing,  but  putting  the  plant  in 
a  stand-by  condition  and  salvaging  the  surplus  material. 

Mr.  Graham.  Well,  how  much  surplus  is  there  there,  aside  from 
the  food? 

Col.  Hornet.  It  would  be  very  difficult  to  give  you  exact  figures, 
because  there  is  so  much  of  it? 

Mr.  Graham,  Have  you  an  invoice? 

Col.  Hornet,  I  had  an  inventory  prepared;  I  think  it  occupies 
about  96  large  volumes. 

Mr.  Graham.  Yes ;  I  don't  doubt  it ;  we  have  the  one  from  Nitro, 
and  that  is  quite  extensive.  Have  you  an  extia  copy  of  that  inven- 
toi^  at  vour  office  at  home? 

Col.  Hornet.  Xo,  sir;  I  have  not.  There  was  only  the  one  that 
the  du  Pont  people  took  and  the  one  I  kept  myself. 

Mr.  Graham.  Is  it  printed? 

Col.  Hornet,  That  mventory  was  made  in  this  way:  In  order  to 
do  it  in  any  reasonable  time  it  was  neipssary  to  divide  the  plant  in 
areas  and  put  several  gangs  of  counters  out  in  the  areas,  and  those 
area  sheets  are  brought  in  and  consolidated,  and  it  is  not  completed 
yet.   I  am  listing  it  and  sending  it  to  Wa-shinpton  for  sale. 

Mr.  Graham,  How  soon  will  you  get  (hat  work  done? 

Col.  Hornet.  The  last  of  it  will  he  done  in  the  next  two  or  three 
months.  I  should  say — that  is.  the  listing  of  it.    The  sale  of  it  is  goinff 
to  be  a  long  process.    I  should  estimate  there  is  between  $12,000,000 
and  $15,000,000  worth  of  property  to  be  disposed  of, 
141211— 20— VOL  2 2S 
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Mr.  Graham.  What  does  it  consist  of,  penerally? 

Coi.  Hornet.  About  1,000,000  feet  of  lumber  and  about  $1,000,000 
worth  of  commissary  supplies,  including  the  three  classes. 

Mr.  Graham.  Has  the  food  been  sold  i 

Col.  Hornet.  The  food  has  been  sold,  all  but  about  twenty  thou- 
sand-odd  dollars'  worth,  on  which  I  received  no  bids, 

Mr.  Graham.  Who  did  you  sell  it  to? 

Col.  HoRNEY.  To  people  all  over  the  country,  I  believe,  as  far  East 
as  Virginia  and  as  far  West  as  Nebraska, 

Mr.  CiBAHAM,  Do  vou  mean  dealers !( 

Col.  Hornet.  Dealers  and  jobbers.  I  catalogued  the  supplies  and 
divided  each  kind  of  material  into  lots;  where  mere  were  large  quan- 
tities of  any  kind  I  divided  it  into  lots,  so  that  small  dealers  could 
bid.  I  tried  to  make  it  so  that  a  dealer  of  moderate  capital,  who  could 
not  afford  to  buy  any  large  quantity  of  imy  one  item,  could  buy  a 
pretty  good  bill  of  mixpd  material.     By  that  means  I  succeeded  in 

fetting  between  67  per  cent  and  68  per  cent  of  the  original  cost  of  the 
oods,  although  they  were  bought  nt  high  prices,  and  they  were 
packed,  many  of  them,  in  containers  that  were  large  and  not  easy  to 
dispose  of.  I  got  between  85  and  90  per  cent  of  the  original  cost  of 
the  tobacco  and  cigarettes  and  cigars. 

Mr.  Graham.  Whv  did  you  have  such  a  large  supply  of  that  there; 
$200,000  worth? 

Col.  Hornet.  I  do  not  believe  that  that  was  a  very  large  supply, 
considering  the  conRumption  as  it  has  been  described  to  me  out 
there.  It  was  probably  not  over  six  weeks'  supply  at  the  rate  they 
were  selling  at  the  time  they  were  operating  fml  blast;  that  is  what 
I  am  informed. 

Mr.  Graham.  Do  you  remember  some  of  the  large  buyers  of  this 
foodstuff? 

Col.  HoRNEY.  One  name  comes  to  me — H.  Gilbert  &  Co. — I  could 
give  you  a  complete  list  of  it.     I  had  74  bids,  if  I  remember  rightly. 

Mr.  Graham.  How  did  you  get  those  bids;  I  am  curious  to  know 
how  you  went  about  it? 

Col.  HoRNEY.  I  prepared  a  rough  mimeographed  list  of  what  I 
had  for  sale  and  sent  copies  of  that  to  all  of  the  large  dealers,  depart- 
ment stores,  and  jobbers  of  groceries  that  I  could  hear  of  in  all  the 
large  cities — New  York,  Philadelphia,  Boston,  Chicago,  Cincinnati, 
St.  Louis,  Memphis — telling  them  I  had  these  stores  of  that  general 
character  and  telling  them  I  expected  to  offer  it  for  sale  at  an  early 
date.  I  did  that  with  the  idea  of  giving  them  advance  information 
so  that  prospective  purchasers  might  be  looking  out  for  a  way  to 
dispose  of  the  stuff.  I  then  later  on  prepared  a  catalogue  of  this 
stuff,  as  I  told  you  before,  divided  into  comparatively  small  lots.  I 
employed  a  brolser  in  Nashville  who  was  represented  to  me  as  being 
a  man  of  incorruptible  business  standards  and  he  seemed  to  have  the 
confidence  of  the  entire  business  community.     He  helped  me  to  pre- 

fiare  the  catalogue,  and  I  sent  him  out  and  he  visited  the  various 
arge  brokers  in  Cincinnati,  Indianapolis,  Chattanooga,  and  Knox- 
ville,  with  whom  he  was  acquainted.  1  had  one  of  my  assistants  visit 
the  people  with  whom  he  was  acquainted  in  Chicago,  New  York, 
and  Cincinnati.  And  I  gave  it  good  publicity,  and  I  prepared  the 
talogue  in  such  a  way  that  when  it  was  sent  to  those  people  later 
there  wasn't  any  doubt,  not  the  slightest  doubt,  as  to  what  was 
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being  offered  to  them,  and  1  attribute  to  that  care  witli  which  I  ad- 
vertised the  things,  and  the  catalogue  and  the  intelligent  manner 
in  which  it  wasliandled  by  my  assistant  whom  I  employed,  the 
success  of  the  sale. 

Mr.  Graham.  How  did  the  prices  you  received  compare  with  the 
prices  the  Quartermaster  Department  is  now  receiving  for  the  food 
it  is  selling? 

Col.  HoRNEY.  I  could  not  tell  you,  sir.  All  I  know  about  it  is  ■ 
what  I  saw  in  the  papers  with  reference  to  a  lot  and  the  unsatis- 
factory- bids  they  were  receiving  when  the  foodstuffs  were  first 
offeree},  and  that  was  reported  to  me  25  or  30  per  cent  of  the  original 
cost.  As  I  stated,  I  received  between  67  and  68  per  cent  of  the 
original  cost.  Those  foods  were  packed  in  lar^  containers.  The 
foods  were  packed  in  gallon  jars  and  the  jams  in  barrels,  50-gallon 
barrels,  and  the  mustard  was  in  50-gallon  barrels,  and  so  on,  and  it 
was  almost  impossible  to  get  a  good  price. 

Mr.  Graham.  Was  it  desirable  to  have  those  packages  in  that 
shape  in  the  beginning;  was  it  of  assistance  to  the  Army  to  have 
those  supplies  in  that  shape  i 

Col.  Hornet.  This  was  not  bought  for  the  Army ;  it  was  bought 
for  the  mess  hall  and  for  sale  to  the  people  in  the  building. 

Mr.  Graham.  I  wonder  why  it  was  thought  desirable  to  buy  it  in 
such  shaped  packages  in  the  first  place! 

Col.  Hornet.  I  think  because  it  was  used  in  such  quantities  on 
the  grounds,  it  was  thought  cheaper  to  get  it  in  the  large  packages 
than  in  the  smaller  ones. 

Mr.  Graham.  So  that  all  that  food  is  disposed  of? 

Col.  Hornet.  Practically  all  of  it. 

Mr.  Graham.  Now,  how  much  clothing  did  you  have  there! 

Col.  Hornet.  I  have  a  catalogue  of  the  remaining  Ordnance  mate- 
rial, which  I  have  not  sent  out  yet.  It  is  divided  into  groups,  drugs 
and  toilet  articles,  and  dry  goods,  stationary,  gent's  furnishings, 
hardware  and  sanitary  supplies,  house  furnishings  and  ladies'  fur- 
nishings, notions,  and  shoes. 

Mr.  Graham,  Well,  can  you  give  us  a  general  idea  of  about  how 
much  clothing  you  had  on  hand  when  you  stopped  operations  there! 

Col.  Hornet.  Yes;  I  can  take  these  things  and  give  you  the  total 
of  those  groups  I  have  given  you  very  easily. 

Mr.  Graham.  All  right;  do  so,  please. 

Col.  Hornby.  Dru^,  $7,158.17. 

Mr.  Graham.  Is  this  now  at  the  time  you  stopped  operations! 

Col.  Hornet.  This  is  now. 

Mr.  Graham.  I  don't  want  it  now. 

Col.  Hornet.  Of  course,  some  things  are  taken  away;  compara- 
tively few  of  those  things  have  been  disposed  of  since  they  stopped 
operations;  this  is  substantially  what  was  on  hand  then.  The  sales 
of  these  have  been  very  small. 

Mr.  Graham.  Well,  proceed  then. 

Col.  Hornet.  $1,121.96  for 

Mr.  Graham  (interposing).  It  is  not  necessary  to  itemize;  just 
give  us  in  general. 

Col.  Hornet.  I  can  give  you,  then — that  which  is  classed  as  drugs 
and  miscellaneous  toilet  articles,  things  of  that  sort,  amount  to 
$29,893.55. 
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Mr,  Ghaham,  Without  going  into  details  about  that,  Colonel,  I 
wonder  if  you  can  not  give  us  in  a  general  way  about  how  large  a 
stock  of  clothing  you  had  there  wlien  you  stopped  operations?  We 
are  not  concerned  particularly  with  the  small  details,  but  want  to 
get  in  a  general  way  what  you  had. 

Col.  HoHNET.  Including  gent's  furnishings  and  clothing  and  the 
women's  furnishings! 

Mr.  Graham.  Yes. 

Col.  Hornet.  $143,987.99. 

Mr.  Graham.  Now,  have  you  sold  any  of  that  since  you  ceased 
operations  ? 

Col.  HoRNEr.  Very  small  quantities  of  it. 

Mr.  Graham.  That  consisted  of  all  class  of  clothing,  did  it,  for 
men  and  women? 

Col.  HoRNEY.  Shirts,  underwear,  socks,  suspenders,  ties,  union 
suits  and  ladies'  stockings,  overalls,  hose,  and  some  women's  suite 
and  overcoats. 

Mr.  Graham.  That  is  all  there  now,  isn't  it,  Colonel? 

Col.  Hornet.  Practically  all  of  it  there  still. 

Mr.  Graham.  What  steps,  if  any,  have  you  taken  to  dispose  of 
that  clothing? 

Col.  Hornet.  I  have  just  finished  cataloguing  it,  and  brought  the 
catalogue  with  me  down  to  Washington  to-day  to  present  it  to  the 
salvage  board  to  ffet  instructions  as  to  how  to  proceed. 

Mr.  Graham.  You  think  there  is  approximately  $12,000,000  of 
this  loose  property  around  the  plant  there  at  the  time  you  ceased 
work? 

Col.  Hornet.  That  is  a  rough  estimate. 

Mr.  Graham.  And  it  consisted  of  practically  all  sorts  of  ma- 
terials of  every  kind? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham.  Is  there  some  uninstalled  machinery  on  hand? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham,  How  large  a  stock  of  railroad  equipment  do  you 
have  there  that  belonged  to  the  Government? 

Col,  Hornet.  There  were  six  steam  locomotives  for  standard- 
gauge  track.  There  were  a  large  number  of  small  electrical  loco- 
motives for  the  narrow-gauge  track  throughout  the  plant.  There 
were  two  narrow-gauge  steam  locomotives.  Thei'e  were  flat  cars  for 
handling  material  in  the  plant.  There  was  no  standard-gauge  regu- 
lar railroad  equipment  of  that  kind  outside  of  locomotives.  There 
were,  I  should  say.  approximately  between  40  and  50  miles  of 
standard-gauge  railway  track,  including  8  miles  of  double  track 
to  connect  with  the  outside  railway  systems,  the  balance  of  it  being 
for  the  classification  yards. 

Mr.  Graham,  Were  you  8  miles  from  the  main  line  of  the  rail- 
road with  which  vou  connected? 

Col.  Hornet.  Yes,  sir ;  we  could  have  gotten  to  the  L.  &  N.  much 
nearer,  but  it  would  have  required  the  building  of  a  railway  bridge 
over  the  Tennessee  Kiver. 

Mr.  Graham.  How  far  are  you  from  the  city  of  Nashville? 

Col.  Hornet.  Fourteen  miles  one  way  and  18  miles  another. 
There  are  two  usual  routes. 
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Mr.  Gabbett.  Do  you  mean  over  the  Tennessee  Rivet  or  over  the 
Cumberland  River? 
Col.  HoHNET,  Over  the  Cumberland  River;  yes, 
Mr.  Graham.  Xow,  Colonel,  if  this  plant  is  continued  in  the  charge 
of  the  Government  will  it  be  possible  to  reduce  this  force  that  you 
have  got  out  there! 

Col.  Hornet,  After  the  property  has  been  put  in  salvage  and  the 
plant  put  in  stand-by  condition. 

Mr.  Graham.  How  much  will  it  be  possible  to  reduce  it? 
Col,  Hornet,  To  less  than  half. 

Mr.  Graham.  So  that  you  think  you  can  reduce  it  so  that  your 
pay  roll  will  be  approximately  $60,000  to  $65,000  a  month? 

Col.  Hornet.  After  a  time.  It  all  depends  on  how  well  that  plant 
is  to  be  maintained. 

Mr.  Graham.  Well,  what  is  its  shape  now;  are  the  buildings 
painted? 
Col.  Hornet,  No,  sir. 
Mr.  Graham.  What  are  they  made  of? 

Col.  Hornet.  The  factory  buildings  are  almost  all  galvanized 
iron — covered  with  jgalvanized  iron. 
Mr.  Grahau.  Painted? 

Col.  Hornet.  No,  sir;  and  I  said  it  depends  on  how  it  is  taken 
care  of;  I  had  in  mind  that  they  would  have  to  be  painted  within 
a,  year  or  two  years,  and  I  think  it  would  be  a  mistake  to  let  it  go 
longer  than  a  year. 

Mr.  Graham.  How  manj  houses  have  you  there? 
Col.  Hornet.  In  the  neighborhood  of  3,000,  if  I  remember  right; 
a  total  of  4,300  buildings  in  the  entire  plant 
Mr.  Graham.  Are  they  portable  houses? 
Col.  Hornet.  No,  sir, 
Mr.  Graham.  Are  they  painted? 

Col,  Hornet.  No,  sir;  toe  most  of  them  are  frame  structures,  cov- 
ered with  patented  rubberoid  roofing  largely.  About  300  of  them 
are  of  better  construction,  covered  with  asphalt  and  sand  shingles. 
There  are  three  dwelling  houses  there  which  should  be  regarded  as 
permanent  structures. 

Mr,  Graham.  Now,  how  long  will  that  class  of  buildings  last? 

Col.  Hornet.  I  don't  know, 

Mr,  Graham.  Well,  will  they  need  repair  in  the  near  future? 

Col.  Hornet,  They  will  need  current  repairs  all  the  while,  of 

course;  leaky  roofs,  and  chimneys  and 

Mr.  Graham.  Can  that  plant  be  maintained  by  the  Government  as 
a  powder  plant  without  rebuilding  those  buildings? 
Col.  Hornet.  For  a  considerable  time;  yes,  sir. 
Mr,  Graham.  Well,  how  long? 

Col.  Hornet.  There  ia  a  group  of  about  300  dwelling  houses  there, 
which,  without  excessive  repairs,  could  be  maintained  for  a  number 
of  years.  The  balance  of  tnem  I  would  expect  to  go  to  pieces  verv 
rapidly, 

Mr.  Graham.  The  factory  buildings  are  inclosed  by  galvanized 
iron;  is  that  a  permanent  construction? 

Col.  Hornet.  Yes;  that  is  the  asual  construction  for  powder-fac- 
tory work ;  has  been  for  a  number  of  years, 
Mr,  Graham.  What  sort  of  water  system  have  you  got  there? 
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Col.  Hornet.  We  have  a  verv  excellent  system. 

Mr.  Graham.  How  many  gallons  a  day? 

Col,  HoFNEY.  The  original  installation  provided  for  a  pumping 
capacity  of  about  84,000,000  gallons,  and  the  filtration  capacity  is 
about — nominally  rated  at  62,000,000  gallons.  It  has  been  shown,  I 
believe,  that  it  was  capable  of  a  considerable  overload  capacity,  ao 
that,  except  in  times  of  great  turbidity  of  the  river,  we  could  take 
care  of  probably  100,000,000  gallons  in  that  filtration  plant;  certainly 
all  you  could  pump, 

Mr.'  Graham.  Now,  is  it  possible  to  operate  that  system  without 
operating  all  of  it j  in  other  words,  can  part  of  it  be  operated  i 

Col.  Iw)RNET.  Yes ;  of  course,  you  have  to  operate  the  pipe  lines,  of 
course. 

Mr.  Graham.  And  all  the  settling  basins  have  to  be  operated  ? 

Col.  HoRNBi'.  The  settling  basins  are  all  operated,  because  it  is 
more  economical  to  give  more  time  for  settling  them  to  use  only  one; 
but,  of  course,  we  use  only  one  pump  instead  of  all  of  them. 

Mr,  Graham.  Do  you  have  a  sanitary  sewer  system  ? 

Col.  HoiiNET.  Yes;  and  sewage-disposal  system, 

Mr.  Graham.  What  is  the  sewage  disposal  sj'Stem;  what  sort  of  a 
sewage  disposal  system? 

Col.  Hornet.  Sand  filtration. 

Mr.  Graham.  With  septic  tank? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham,  Do  you  furnish  your  own  electric  light? 

Col.  Hornet.  Yes,  sir, 

Mr.  Graham.  Make  it  in  your  power  plant? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham.  Do  yqp  have  gas  there  on  the  grounds? 

Col,  Hornet.  No,  sir. 

Mr.  Graham,  Where  do  you  get  your  coal  from  in  the  plant? 

Col.  Hornet.  The  last  contract  is  coming  from  Palmer,  Tenn. 
I  haven't  it  looked  up  on  the  map,  and  being  new  in  that  section  I 
do  not  know  just  where  it  is.  I  understand  that  it  is  within  about 
100  miles  of  the  plant. 

Mr.  Graham.  Is  it  coal  that  is  satisfactory  ? 

Col,  HoRXET.  Very  good  coal ;  the  analysis  is  first  rate. 

Mr.  Graham.  Is  there  any  natural  power  around;  water  power 
or  anything  of  the  kind  that  can  be  utilized? 

Col.  Hornet,  Yes;  the  Tennessee  Power  Co.  furnish  light  and 
power  to  Nashville  and  that  vicinity. 

Mr.  Graham.  Well,  you  do  not  buy  fron 

Col,  Hornet,  No,  sir;  you  see,  in  powde 
more  of  a  heating  load  than  there  is  of  a  pc 
steam  and  jou  can  not  buy  that;  and  so  1 
the  heating  load  it  is  better  to  make  your  li] 

Mr.  Graham.  Some  point  has  been  mai 
pared  with  Nitro,  W.  Va.,  and  your  Institu 
lals  of  powder.  Where  do  you  get  your  al< 
from? 

Col.  Hornet.  From  Illinois,  I  presume, 
and  I  do  not  happen  to  know  where  it  came 

Mr.  Graham,  Peoria,  probably? 
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Col.  HoBNET.  Peoria;  that  would  be  the  most  natural  place,  I 
think. 

Mr.  Gbahau.  Do  you  know,  the  freight  rates  between  Peoria,  III., 
and  Nashville,  and  Peoria  and  Charleston,  compared 

Col.  Hornet.  I  do  not  know ;  I  do  not  Uiink  there  would  be  much 
difference, 

Mr.  Gbaham.  The  sulphur  comes  from  Louisiana? 

Col.  Hornet.  I  suppose  that  would  be  much  cheaper  than  to  Nitro. 

Mr.  Grahah.  Do  you  have  any  cotton  linters  on  hand  there  t 

Col.  Hornet.  Yes;  large  quantities. 

Mr.  Graham.  How  much? 

Col.  Hornet.  Four  million  or  five  million  pounds,  I  should  say. 

Mr.  Graham.  Where  is  it? 

Col.  Hornet.  In  the  storehouses. 

Mr.  Graham.  Was  it  all  stored  when  you  got  there? 

Col.  Hornet.  Yes,  sir. 

Mr.  Graham.  It  is  in  good  shape  then,  is  it? 

Col.  Hornet.  Most  of  it.  Some  of  it  was  stored  in  the  purifica- 
tion houses,  which  would  require  more  handling  than  in  the  other 
storehouses. 

Mr.  Graham.  What  is  it — cotton  lint«rs? 

Col.  Hornet.  Some  cotton  linters  and  some  hull  fiber. 
,Mr.  Graham.  Does  that  stuff  deteriorate  if  exposed? 

Col,  Hornet.  I  don't  know;  I  have  not  had  any  experience,  but  I 
should  think  it  would  detpriomte  if  exposed  to  the  weather.  It  cer- 
tainly would  be  expensive  to  handle,  need  more  cleaninp,  and  so  on. 

Mr.  Graham.  The  other  raw  materials  that  are  used  in  powder — 
the  acids — I  suppose  you  produce  there? 

Col.  Hornet.  The  acids,  the  sodium  nitrate,  and  the  saltpeter — the 
logical  way  to  get  that  in  would  be  through  New  Orleans.  I  should 
sav  the  freight  rate  to  Nashville  would   be    less — I  do  not  know 

Mr,  Graham  (interposing).  Norfolk,  probably? 

Col.  Hobney.  Yes;  I  suppose  that  would  be  the  natural  way  to  get 
it  to  Nashville. 

Mr.  Gr.vham.  I  am  advised  that  the  freight  rate  would  be  a  little 
less  through  Norfolk, 

Col.  Horsey.  I  should  not  think  there  would  be  much  difference. 

Mr.  Graham.  How  much,  in  your  judgment,  Colonel,  would  it  cost 
■  to  maintain  that  plant  at  Old  Ilickory  in  a  laid-by  condition,  taking 
into  account  depreciation ;  what  is  it  going  to  cost  the  Government 
to  keep  it  shut  up  and  inactive? 

Col.  Horney.  If  it  is  to  be  kept  so  that  it  will  not  deteriorate? 

Mr,  Graham.  That  is  what  I  mean:  in  pood  shape. 

Col.  Hornet.  It  will  cost  $1,000,000  a  year  for  the  first  two  or 
throe  years ;  it  will  cost  more  than  that  afterwards.  That  is  only  an 
estimate,  sir. 

Mr.  Graham.  How  many  acres  of  land  have  you  got  down  there? 

Col.  Horney.  Something  over  5.OO0. 

Mr,  Graham.  Is  that  all  occupied  by  the  plant? 

Col.  Hornet,  No,  sir;  the  plant  occupies  the  central  portion;  it 
occupies  the  bulk  of  it,  of  course,  but  there  is  low  land  all  around 
the  plant,  next  to  the  river,  which  is  not  occupied.  That  has  been 
farmed  this  summer. 
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Mr.  Grahah.  Do  you  know  what  the  purpose  of  the  Government 
is  to  do  with  the  powder  that  has  been  storea  there  ? 
Col.  HoBNEY.  No,  sir;  except  to  keep  it  on  hand  as  a  reserve. 
Mr,  Graham.  Will  it  deteriorate! 
Col.  Hornet.  Yes,  in  the  course  of  time. 

Mr.  Graham.  Do  you  know  whether  that  supply  of  powder  thai 
you  have  there  represents  the  available  surplus  supply  of  the  Gov- 
ernment of  the  United  States  of  smokeless  powder  now ) 

Col.  Hornet.  No,  sir;  I  think  it  ia  only  about  one-third — about 
one-third  of  the  supply.  I  can  not  tell  you  how  much  it  repreaaite 
of  the  surplus,  by  surplus  meaning  over  and  above  what  is  conad- 
ei-ed  fair  for  the  number  of  guns  available. 

Mr.  Graham.  That  is  all  I  think  of  just  now.  Mr.  Jefferis,  do 
you  want  to  ask  him  aiiy  questions? 

Mr.  Jefferis.  Colonel,  what  do  you  think  was  the  cost  of  Uut 
plant! 

Col.  Hornet.  I  understand  that  sometiiing  over  $80,000,000  w»s 
expended  up  to  the  time  the  Du  Fonts  ceased  operations. 

Mr.  jEFt'ERis.  Now,  did  that  include  this  quantity  of  material  tliat 
is  on  hand  there! 

Col.  Hornet,  Yes,  sir. 

Mr.  Jefferis.  In  other  words,  as  you  understand,  this  something 
over  $80,000,000  includes  the  construction  of  the  plant,  the  purchase 
of  the  land,  and  the  purchase  of  the  supplies! 

Col.  Hornet.  I  understand  that  that  covers  tlie  purchase  of  sup- 
plies which  would  be  used  for  construction  purposes;  not  for  toe 
purchase  of  supplies  that  would  be  used  in  manufacturing  powder. 

Mr.  Jefftris.  Well,  would  it  include  this  lumber  and  groceries  and 
cigars  and  things  like  that! 

Col.  Hornet.  It  included  a  portion  of  that;  a  portion  of  that 
I  have  no  doubt  was  chargeable  to  the  operating  account  and  to 
the  construction  account.     Two  separate  accounts  were  kept. 

Mr.  Jepferib,  What  kind  of  lumber  was  this  material! 

Col.  Hornet.  Mostly  yellow  pine. 

Mr.  Jetfehis,  What  shape  is  that  in! 

Col  Hornet.  I  should  say  three-fourths  was  2  by  4  and  2  by  6 
and  2  by  8  and  sheathing. 

Mr.  Jefferis.  Is  It  in  good  shape! 

Col.  Hornet.  Yes ;  most  of  it  has  been  sold ;  the  Director  of  Sales 
made  a  contract  in  Washington  disposing  of  all  the  surplus  lumber.  ■ 

Mr.  Jefferis.  Is  it  moving  now! 

Col.  Hornet.  Yes;  at  the  rate  of  20  or  25  carloads  a  day,  lim- 
ited by  the  supply  of  cars. 

Mr.  Jefferis.  You  think  it  would  cost  $1,000,000  to  maintain  that 
plant  a  year,  do  you ! 

Col.  Hornet.  If  the  plant  is  to  be  kept  in  condition  that  it  could 
be  put  in  operation  again  within  a  reasonable  time,  yes. 

Mr,  Jefferis.  Have  you  got  any  paints  on  hand  down  there! 

Col.  Hornet.  Yes,  sir, 

Mr.  Jefferis.  A  considerable  quantity! 

Col.  Hornet.  Well,  yes;  as  usually  spoken  of;  everything  ia  in 
such  large  quantities  down  there. 

Mr.  Jefferis.  How  much  paint  do  you  have  down  there? 
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Col.  HoHNET.  I  could  not  tell  you  offhand,  sir;  but  I  could  send 
yoii  a  list  of  it. 

Mr.  Jefferis.  Oils? 

Co],  Hornet.  Yes;  there  are  oils;  not  very  large  quantities  of 
oils. 

Mr.  Jeffesis.  Do  you  think  there  is  enough  paint  there  to  paint 

Col.  Hornet  (interposing).  No,  sir. 

Mr.  Jefferis.  You  say  the  Y.  M.  C.  A.  runs  this  hotel  that  is 
there  now? 

Col.  Hornet,  Yes,  sir. 

Mr.  Jefferib.  Do  they  account  in  any  way  to  the  Government? 

Col.  Hornet.  Absolutely,  yes;  their  acx:ounts  are  audited  by  the 
Government  by  my  instructions  once  a  month.  They  make  no  ex- 
penditures that  are  not  subject  to  review  by  myself. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Garrett,  Colonel,  when  you  speak  of  a  $1,000,000  to  maintain 
the  plant,  does  that  include  the  cost  of  maintniniriii  all  tlicsi-  cheap 
residences  there,  or  do  you  speak  of  the  manufacturinp;  plant  alone  ? 

Col.  Hornet.  I  include  the  manufacturing  plant  and  the  bet- 
ter portion  of  the  village;  that  is  to  say,  300 — roughly  speaking — 
300  of  those. 

Mr.  Garrett.  Did  I  understand  you  to  say  a  while  ago  tliere  were 
just  three  houses  there,  residence.?,  that  could  be  considered  per- 
manent ? 

Col.  Hornet,  Yes,  sir ;  three  that  are  jiermanent  in  the  sense  that 
they  are  such  that  an  ordinary  civilian  would  build  as  a  house  for 
his  own  use.  The  300  houses  that  I  speak  of  as  being  of  the  letter  class, 
could  be  classed,  I  should  say,  as  semipermiinent,  or  cheap  grade 
of  permanent  hou.ses. 

Mr.  Gahbett.  I  suppose  some  of  those  houses  are  occupied  now? 

Col.  Hornet.  The  most  of  the  better  class  are  occupied. 

Mr.  Garrett,  Any  of  the  cheap  ones,  or  inferior  grade? 

Col.  Hornet.  Yes;  some  of  those  that  happen  to  be  adjacent  to  the 
better  class  are  occupied,  because  a  number  of  people  prefer  to  pay 
lower  rents  for  them. 

Mr.  Garrett.  What  rentals  are  you  receiving  for  the  houses  there 
now! 

Col,  Hornet.  From  $10  or  $12  for  the  small  ones  to  $35  for  the 
better  class. 

Mr,  Gabrett,  Have  you  an  idea  as  to  the  gross  income  you  have 
from  the  rentals? 

Col.  Hornet.  No,  sir;  I  could  not  tell  you  that,  but  it  is  a  consider- 
able sum. 

Mr.  Garrett.  Of  course,  I  don't  suppose  it  is  equal  to  the  pay  roll  ? 

Col.  Hornet,  Oh.  no.  sir;  because  the  men — only  a  part  of  the 
men  live  there,  and  they  could  not  afford  to  pay  their  whole 
salary. 

Mr,  Garrett.  There  are  none  living  there  except  employees? 

CoJ.  Hornet.  The  only  ones  outside  of  the  employees  of  the 
Government's  roll  is  the  secretary  of  the  Y.  M.  C.  A. 

Mr.  Garrett.  He  is  not  on  the  Government  roll? 

Col.  Hornet.  He  is  not  on  the  Government  roll ;  he  does  not  draw 
anv  salary  from  the  Government. 

Mr.  Garbhtt.  Is  the  hotel  building  a  pretty  good  building! 
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Col.  Hornet.  Yes;  it  is  a  comfortable  building;  it  is  cheaply  con- 
structed but  very  large;  covered  with  as|)lialt  shingles, 

Mr.  Garrett,  Do  you  have  a  school  building  out  there? 

Col.  Hornet.  Yes,  sir. 

Mr,  Garrett.  Just  one? 

Col.  Hornet.  We  have  one  school  building  propjer,  and  then  one 
corner  left  of  the  one  that  was  burned  down  that  is  being  used  for 
kindergarten, 

Mr.  Garbbtt.  Is  that  school  in  operationt 

Col,  HoRNEY.  It  has  not  been  in  operation  yet;  we  haven't  the 
funds.  They  are  starting  it  now  by  the  guarantee  to  the  teachers  of 
their  salaries  by  the  inhabitants  of  the  village. 

Mr.  Gabbett.  Do  you  have  any  idea  how  many  children  there  are 
out  there? 

Col.  Hornet.  About  300  of  school  age. 

Mr.  Garrett.  I  meant  of  school  age. 

Col.  Hornet.  Yes,  sir. 

Mr.  Garrett.  I  believe  you  said  this  is  about  8  miles  from  Nasb> 
ville? 

Col.  Hornet,  It  is  about  14  miles  from  Kashville  by  the  nearest 
way  and  about  18  miles  by  the  more  ordinary  traveled  road. 

ifr.  Garrett.  Is  it  on  the  Nii.shville  side  of  the  river? 

Col.  Hornet.  No;  it  is  across  the  Cumberland.  If  vou  go  by  the 
I^banon  Pike  you  cross  the  Cumberland  and  then  go  along  until  you 
come  to  the  bend.  If  you  go  by  the  Gallatin  Pike  you  cross  at  the 
bend. 

Mr.  Garrett.  It  is  what  is  known  as  Hadley^s  Bend  ? 

Col.  Hornet,  Yes,  sir. 

Mr.  Garrett.  How  far  is  it  from  the  Jackson  homestead  to  the 
reservation  ? 

Col.  Hornet.  The  southern  end  of  the  reservation  is  probably  a 
mile  and  a  half  to  the  Hermitaj^e,  or  the  old  residence. 

Mr.  Garrett.  There  is  a  soldiers'  home  out  there? 

Col.  Hornet.  Yes;  the  soldiers'  home  is  right  near  the  Hermitage. 

Mr.  Garrett.  There  are  no  military-  forces  there? 

Col.  Hornet.  Xo,  sir. 

Mr,  Garrett.  Is  there  much  plumbing  material  on  hand  there  ? 

Col.  Hornev.  Yes,  sir. 

Mr,  Garrett.  I  mean  not  placed :  loose  material  ? 

Col.  Hornet.  Not  placed,  or  which  is  just  placed  and  never  con- 
nected up.  Tliei-e  wei-p  about  3.000  dwelling  houses  there,  approxi- 
mately, and  each  of  them  was  provided  with  the  usual  bathroom  and 
fi.\tures.  Now,  those  fixtures  for  the  houses  not  occupied  or  Hkely  to 
be  occupied  are  surplus. 

Mr.  Garrett.  Well,  are  anv  steps  being  taken  about  the  sale  of 
that  ? 

Col.  Hornet.  I  have  not  offered  anv  of  that  for  sale  yet;  no,  sir. 

Mr.  Garrett.  Have  you  anv  inquiries  about  that.  Colonel? 

Col.  Hornet.  Only  casual  inquiries  from  individuals,  perhaps, 
who  want  to  buy  one  bathtub,  or  something  like  that.  I  did  not  in- 
tend to  sell  it  like  that,  because  we  have  no  retail  sales  organization. 

Mr.  Garrett,  You  can  dispose  of  much  of  that  stuff  in  the  city  of 
Nashville? 

Col,  Hornet.  It  is  a  question. 


itv  Google 


OBDNANCE.  1715 

Mr.  Garrett.  I  say,  have  you  been  able  to  dispose  of  a  good  deal 
of  this 

Col,  HoHNEY  (interposing).  Yes;  a  good  many  bidders. 

Mr.  Garrett.  Wlio  was  this  broker  you  emploved  there? 

Col.  Hornet.  Mr.  Woolwine;  Hamilton  Woolwine. 

Mr.  GARRm.  I  suppose  these  bathtubs  could  all  be  salvaged  for 
some  value? 

Col.  Hornet.  Yes;  and  the  closets  and  toilets  and  washbasins. 
As  ft  matter  of  fact,  all  of  the  fittings  goin^  with  those  I  have  already 
taken  into  the  storehouses,  so  that  they  would  not  be  stolen. 

Mr.  Garrett.  Is  all  the  loose  material  there  well  stored? 

Col.  HoKNEY.  No,  sir. 

Mr.  Garrett.  There  are  parts  of  it  that  are  not? 

Col.  HoBNEY.  A  lot  of  the  loose  material  is  scattered  all  over  the 
place. 

Mr,  Garrett.  Well,  Is  it  exposed,  a  good  deal  of  it? 

Col.  Hornet.  A  good  deal  of  it  is  exposed.  I  am  taking  care  of 
it  by  spraying  it  wifti  paint:  but  pipe  and  pipe  fittings  are  exposed. 

sir.  Garrett.  You  have  no  place  for  them  ? 

Col.  Hornet.  No  place  for  tnem :  and  it  would  be  very  expensive, 
such  enormous  quantities  of  it. 

Mr.  Garrett.  How  does  it  happen,  do  you  know,  that  there  is 
such  a  large  quantity  of  this  pipe,  this  water  pipe? 

Col.  Hornet.  Steam  pipe;  the  water  pipe  is  mostly  gone.  This  is 
steam  pij)e  and  hydraulic  pipe,  and  thmgs  of  that  sort.  Air.  and 
steam  and  water  steel  pipe. 

Mr.  Garrett,  Well,  was  it  to  N*  utilized  in  the  units  that  were 
not  conipleted? 

Col.  Hornet.  Yes.  sir. 

Mr.  Garrett.  Now,  any  surplus  there  over  and  above  the  amount 
that  would  have  been  utilized  in  them,  above  the  ordinary  material  ? 

Col.  Hornet.  I  can  not  tell  you  that  without  checking  up  against 
the  drawings  and  that  has  never  been  done  so  far  as  I  know.  I 
suppose  thev  bought  in  excess  of  the  actual  demands  so  as  not  to 
be  delayed  Ijy  shortage  of  any  sort, 

Mr.  Garbett,  But  you  do  not  know  to  what  extent? 

Col,  Hornet.  No.  sir;  I  do  not,  I  make  that  statement  that  there 
is  a  surplus  only  because  I  think  it  would  have  been  the  logical 
thing  for  them  to  have  done. 

Mr.  Garrett.  That  is  all. 

Mr,  Graham,  I  believe  that  is  all.  Colonel.  I  think  that  is  all 
we  want  to  ask  you.  If' you  have  an  extra  printed  copy  of  that  in- 
ventory we  would  like  to  have  it. 

Col.  Hornet.  You  see,  I  am  not  printing  all  of  it,  except  that 
which  is  being  offered  for  sale  as  surplus.  The  inventory  includes 
all  the  details  of  the  buildings  and  the  machinerj'  in  the  buildings 
as  well. 

Mr,  Graham.  Well,  are  you  having  printed  a  list  of  the  surplus 
materials  ? 

Col.  Hornet.  Which  is  for  sale.  For  instance,  the  groceries,  and 
in  the  commissary.  The  pipe  and  fittings  that  remain  after  ship- 
ment and  the  other  establishments  has  been  made.  A  good  deal  of 
liie  stuff  is  being  utilized  elsewhere,  and  then  whatever  remains  to  be 
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sold  I  expect  to  make  a  catalo^e,  and  either  print  or  niitneograph 
it,  depending  on  the  amount  to  be  disposed  of. 

Mr.  Graham.  If  you  have  any  extra  copy  of  that  you  had  better 
send  it  to  us. 

Coi.  Hornet.  Yes,  sir. 

Mr.  Jefferis.  Do  you  know,  Colonel,  whether  or  not  the  contractors 
settled  with  tlie  Government  for  this  plant,  or  not? 
,      Col.  Hornet.  I  should  think  not.     I  should  hardly  imagine  the 
contract  would  ha^e  been  settled  in  this  length  of  time. 

Mr.  Jefferis.  As  I  understand,  the  consideration  for  building  this 
plant  was  $1,  did  you  say? 

Col.  Hornet.  Yes,  sir. 

Mr.  Jefferis.  And  then  the  Du  Pont  people  were  to  have  a  profit 
on  the  powder  that  thev  manufactured? 

Col,  Hornet.  They  have  a  contract  for  manufacturing  a  certain 
quantity  of  powder ;  I  do  not  recall  the  exact  amount ;  but  a  certain 
minimum  amount  they  were  given  the  right  to  manufacture,  al- 
though the  United  States  had  a  right  to  cease  manufacture  at  any 
point. 

Mr,  Jefferis,  You  never  heard  of  a  claim  filed,  or  that  they  were 
going  to  file  one,  or  anything  of  that  kind? 

Col.  Hornet,  No,  sir;  I  haven't  anything  to  do  with  that. 

Mr.  Garrett.  Are  you  a  graduate  of  West  Point? 

Col.  Hornet.  Yes,  sir. 

Mr.  Garrett.  What  year? 

Col.  Hornet,  1891. 

Mr.  Garrett.  What  State  are  you  from  ? 

Col.  Hornet.  Ohio  was  my  native  State, 

Mr,  Garrett.  The  houses  that  were  there,  are  they  of  the  bunga- 
low type? 

Col,  Hornet.  Yes;  most  of  them. 

Mr.  Garrett.  You  say  they  were  not  portable  houses? 

Col.  Hornet.  No,  sir. 

Mr.  Gaerett.  The  ones  at  Nitro  were  portable.  Were  they  all  fur- 
nished f 

Col,  Hornet.  No,  sir;  there  were  certain  quantities  of  furniture 
loaned  out  by  the  du  Pont  Co.  to  the  employees,  but  the  bouses  as  a 
whole  were  not  furnished, 

Mr,  Garrbit,  Well,  now,  is  the  furniture  that  was  loaned,  is  that 
still  there? 

Col.  Hornet,  Yes,  sir, 

Mr,  Garrett.  Now,  does  that  belong  to  the  Government  or  to  the 
du  Pont  people? 

Col,  Hornet.  Yes ;  that  belongs  to  the  Government, 

Mr.  Garrett.  Certain  quantities  of  that. 

Col.  Hornet.  There  are  large  quantities  all  together.  There  were 
a  large  number  of  dormitories  for  women  and  barracks  for  men  that 
were  furnished. 

Mr.  Garkbtt,  In  some  instances  the  persons  rented  the  houses — 
furnished  them,  tou  say? 

Col.  HoRNST.  Practically  all  of  them.  There  were  only  odd  pieces 
that  were  loaned  to  people. 

Mr.  Garrett.  You  say  in  practically  all  cases 
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Col.  Hornet  (interposing).  The  iiihnbitants  furnished  their  own 
houses. 

Mr.  Garkett.  Well,  do  you  happen  to  know  about  the  cost  of  con- 
struction of  those  buildings :  about  what  the  cost  was  on  the  construc- 
tion was  on  those  inferior  residences? 

Col.  HoRSBT.  No,  sir;  there  is  no  record  of  the  cost  of  individual 
buildings  kept;  so  that  all  I  could  do  would  be  to  estimate  the  cost 
of  those  buildings.  I  have  estimated  the  cost  of  the  different  types 
of  buildings. 

Mr.  Garrett.  You  have? 

Col,  Hornet.  Yes,  sir. 

Mr.  Garrett.  How  many  types  of  ro^Jidence  buildings  are  there? 

Col.  Hornet.  Oh.  there  miist  be  six  or  eight,  I  should  say. 

Mr.  Garrett.  Six  or  eight  different  types? 

Col.  Hornet,  Yes,  sir. 

TESTDCONT  OF  LIEUT.  D.  E.  SUBE,  OBDNANCE  DEPASTMEKT, 
inniED  STATES  ABHT. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  What  is  your  full  name,  Lieutenant? 

Lieut.  DtiBE.  David  E,  Dube, 

Mr.  Graham.  You  are  a  lieutenant  in  the  Ordnance  Department? 

Lieut,  DnsE.  Yes,  sir. 

Mr.  Graham.  How  long  have  you  been  in  the  Army ! 

Lieut.  Ddbb.  Since  January,  1918. 

Mr.  Graham.  Where  did  you  live  prior  to  going  into  the  Army? 

Lieut.  Dube,  Brookline,  iiass. 

Mr.  Graham.  When  you  went  into  the  Army  did  you  go  imme- 
diately into  the  Ordnance  Department? 

Lieut.  Dube.  Yes,  sir. 

Mr.  Graham.  As  a  lieutenant? 

Lieut.  Dube.  As  a  civilian,  in  September,  1917. 

Mr.  Graham.  How  long  did  you  remain  tt  civilian! 

Lieut.  Ddbe.  Until  January. 

Mr.  Graham.  And  then  you  were  commissioned  a  lieutenant? 

Lieut.  DtJBE,  Yes,  sir. 

Mr.  Graham.  Where  were  you  assigned  ? 

Lieut.  Dube.  To  McCasson  &  Roberts.  New  York  City,  first. 

Mr.  Graham.  What  were  they  doing? 

Lieut.  DuBB.  They  were  packing  ammonium  carbonate  in  tins, 
and  bottling  ammonia  water  for  the  Army ;  I  was  there  as  inspector. 

Mr.  Graham.  Were  you  a  technical  man  of  any  kind? 

Lieut,  Dube.  Pharmacist. 

Mr.  Graham.  You  were  a  pharmacist? 

Lieut.  Dube.  Yes,  sir, 

Mr.  Graham.  Well,  how  did  you  hap{>en  to  get  into  the  Ordnance? 
One  would  naturally  think  that  you  would  get  into  the  Pharmaceuti- 
cal Corps? 

Lieut.  Dure.  They  were  short,  as  I  understand,  in  the  oil,  grease, 
and  chemical  department  of  the  Ordnance  Department,  and  I  simply 
received  a  letter  asking  me  if  I  would  consider  an  offer  to  assist. 

Mr.  Graham.  Were  you  working  in  Brookline  at  the  time? 

Lieut.  Dube.  Yes,  sir;  that  is  a  suburb  of  Boston. 
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Mr.  Grahah.  What  were  you  doing? 

Lieut.  DuBG.  Assistant  manager  of  a  Liggett  store. 

Mr.  Ghaham.  a  drugstore? 

Lieut.  DuBE.  Yes,  sir. 

Mr.  Graham.  What  is  your  age.  Lieutenant? 

Lieut.  DuBB.  Twenty-nine.    I  will  be  30  next  month,  in  November. 

Mr.  Grahah.  Were  you  subject  to  the  draft? 

Lieut.  Ddbe.  Yes,  sir. 

Mr.  Graham.  Now,  how  long  did  you  remain  with  the  company  ? 

Mr.  Jefferis.  The  New  York  company,  you  mean? 

Lieut.  DuBE.  McCasson  &  Roberts;  off  and  on  I  was  inspector 
at  different — that  is,  I  received  travel  letters  to  visit  or  inspect 
materials  at  different  plants  throughout  the  country,  and  we  made 
a  permanent  station  at  McCasson  &  Roberts,  in  Brooklyn, 

Mr.  Graham.  How  long  did  you  remain  in  that  work? 

Lieut.  DuBE.  As  a  commissioned  oiBcer,  the  latter  part  of  Jan- 
uary. 

Mr.  Graham.  'RTien  did  vou  go  into  the  Boston  District  Salvage 
Board? 

Lieut.  Ddbe.  Why.  I  did  a  part  of  the  work  shortly  after  the 
armistice  was  signed,  or  declared,  in  connection  with  my  other 
duties. 

Mr.  Graham.  Well,  are  you  stUl  on  that  board? 

Lieut.  Dure,  Yes,  sir. 

Mr.  Graham.  You  have  charge  of  the  sale  of  salvage  materials 
that  are  being  conducted  there? 

Lieut.  DuBE.  Charge  of  conducting  sales,  yes,  of  materials. 

Mr.  Graham.  It  has  been  alleged  to  this  committee  that  there  were 
sales  being  made  up  there  now  of  Government  material  that  might 
with  advantage  be  kept  by  the  Government,  and  our  specific 
attention  has  been  called  to  some  sales  of  armor-pIat«  shields  for 
guns  that  were  advertised  for  sale  recently.  I  have  in  my  hands 
here,  for  instance,  an  advertisement,  of  September  17,  calling  for 
sealed  bids  for  202,743  pounds  of  steel  armor  plate,  and  the  material 
armor-plate  aprons,  rear  plate  chest  doors,  hoods,  and  so  forth,  for 
75-millimeter  guns  and  ISS-millimeter  caissons.  Have  you  been  sell- 
ing that  sort  of  material  up  there?  Let  me  show  you  these  adver- 
tisements. 

Lieut.  DuBB.  Does  it  give  the  location  of  them?  I  can  not  quite 
remember  the  article,  [ilr.  Graham  hands  paper  to  Lieut.  Dube.] 
Yfts;  those  at  the  Simonds  Manufacturing  Co.  plant.  They  have 
been  declared  by  Washington  as  surplus. 

Mr.  Graham.  They  were  materials  that  were  being  made  by  some 
manufacturer  there,  were  they? 

Lieut.  DuBE.  Yes,  sir, 

Mr.  Graham.  Well,  have  you  been  selling  them? 

Lieut.  DuBB.  Why,  we  haven't  yet.  Thev  are  advertised  for  sale. 
Thev  are  for  sale,  but  they  have  not  been  so"ld  at  the  present  time. 

ifr.  Graham.  Weil,  are  they  completed  materials? 

Lieut.  Ddbe.  I  don't  think  so :  thev  are  in  process. 

Mr.  Grahah.  One  would  judge  from  the  description  in  this  ad- 
vertisement that  they  are  completed  materials,  because  it  is  stated 
that  they  are  armor-plate  caissons  and  rear  plates,  and  so  on. 
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Lieut,  DuBE.  They  are  components  for  that  particular  number, 
mostly. 

Mr.  Graham.  For  this  76-millimeter  gun? 

Lieut.  DuBB.  Yes,  sir. 

Mr.  Grahah.  Well,  they  are  materials  that  are  indestructible, 
are&*t  they,  Lieutenant? 

Lieut.  DoBE.  I  would  say  so ;  yes,  sir. 

Mr.  Gbahah.  What  is  the  reason  for  selling  that  sort  of  stuff 
when  they  could  be  stored  forever  ? 

Lieut.  DuBE,  Simply  because  the  Ammunition  Division  has  a  cer- 
tain program,  as  I  understand  it,  that  they  re<iuire  just  so  many 
components. 

Mr.  Gbahah.  The  Ammunition  Division? 

Lieut.  DuBE.  Yes  sir ;  we  submit  our  list  of  components  to  Wash- 
ington to  find  out  whether  or  not  it  is  required  for  future  manufac- 
ture or  whether  it  is  to  be  declared  surplus. 

Mr.  Graham.  Now,  you  take  a  shield  for  75-miilimeter  gun;  I 
understand  that  is  the  plate  through  which  the  guns  projects  that 
protects  the  gunners  to  some  extent  behind.  That  is  a  standard 
thing.    As  long  as  the  gun  is  used  that  thing  is  going  to  be  useful. 

Lieut.  DnBE.  I  should  say  so. 

Mr.  Graham.  They  cost  a  considerable  amount  of  money? 

Lieut.  DuBE.  I  am  not  familiar  with  the  cost.  I  should  think 
they  would  be. 

Mr.  Graham.  And  all  you  can  get  for  them  when  you  sell  them  is 
junk  prices? 

Lieut.  Ddbe.  Yes,  sir. 

Mr.  Graham.  Can  you  give  me  any  reason  why  the  Government 
does  not  store  that  stuff  some  place  against  the  time  of  need  when 
we  might  need  it ! 

Lieut.  DuBE.  Simply  because  of  the  large  surplus. 

Mr.  Graham.  You  mean  a  surplus  over  and  above  the  program  of 
the  General  Staff? 

Lieut.  DuBE.  Yes,  sir. 

Mr.  Graham.  You  know  what  the  program  is,  don't  you? 

Lieut.  DuBB.  Not  quite  familiar  with  it  at  all ;  no,  sir. 

Mr.  Graham.  It  is  a  little  over  1,000,000  men;  and  you  know  in 
this  war  we  figured  on  having  6,000,000  men. 

Lieut.  Ddbe.  Yes,  sir. 

Mr.  Graham.  If  we  had  6,000,000  men  we  would  need  all  this  and 
more,  wouldn't  we  ? 

Lieut.  Ddbe.  We  would ;  yes,  sir. 

Mr.  Grahah.  Is  it  much  trouble  to  take  care  of  that  material  and 
store  it? 

Lieut.  Ddbe.  It  would  have  to  be  flushed  and  painted.  As  I  say, 
I  do  not  know ;  I  am  not  sure  whether  it  is  completed  or  parts.  By 
this  advertisement  I  can  not  say  now. 

Mr.  Graham,  This  advertisement  further  proceeds  and  states,  for 
instance,  lot  B,  46,900  pounds  of  990  chest  doors,  and  gives  their 
dimensions ;  58,400  pounds  of  10.30  aprons,  and  gives  their  dimen- 
sions. Chest  back.  All  those  are  for  75-millimeter  gun  caissons. 
I  would  assume  from  that  they  are  finished,  wouldn't  you? 

Lieut.  Ddbe.  From  that;  yes,  sir. 

Mr.  Graham.  Did  you  ever  see  them? 
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Lieut.  DuBE.  I  never  have;  no,  sir. 

Mr.  Graham.  Your  name  is  signed  to  these  advertisements,  Lieu- 
tenant? 

Lieut.  Ddbe,  Pardon  me,  I  have  seen  the — by  your  question  do 
you  mean  if  I  saw  the  material? 

Mr,  GrRAHAM,  Yes. 

Lieut,  Ddbe.  No  ;  I  liave  not  seen  the  material. 

Mr,  Graham.  Well,  how  do  you  do  this,  then,  when  you  come  to 
make  an  advertisement  of  this  itind?  Do  you  advertise  it  without 
seeing  it? 

Lieut.  Ddbe.  We  have  to. 

Mr,  Graham.  Why? 

Lieut.  DuBE.  It  would  take  us  considerable  time  to  visit  each  plant 
in  the  district.  We  have  representatives  in  the  field  that  report  that 
material  to  us. 

Mr.  Graham.  Are  you  making  .=0  many  sales  out  there  that  you  do 
not  have  time  to  look  at  the  material  and  see  what  it  is? 

Lieut.  DuBE.  Why,  no ;  that  is  not  the  idea. 

Mr.  Graham.  Well,  this  advertisement  that  I  have  mentioned  to 
you  states  that  bids  will  be  received  up  to  12  o'clock  noon,  October 
1 ;  that  has  passed. 

Lieut.  Dtjbe.  Yes,  sir. 

Mr.  Graham.  Was  the  stuff  sold? 

Lieut.  Ddbe.  No,  sir;  the  bids  were  rejected;  we  did  not  receive 
sufficient  or  satisfactory  prices  for  it. 

Mr.  Graham.  Now,  here  is  another  one — for  Government  material, 
bids  to  be  received  up  to  noon,  Monday,  October  6,  This  is  a  lot  of 
sheet  brass,  a  very  large  amount  of  it,  approximately  100,000  pounds 
of  sheet  brass.  Sheet  brass  in  lengths  of  8  feet,  approximat«ly, 
which  was  to  be  used  in  the  manufacture  of  49  grain  primers,  and 
110  grainprimers;  brass  is  in  good  condition  and  packed  in  wooden 
boxes.    What  are  you  selling  that  for — junk? 

Lieut.  DuBE.  Not  necessarily. 

Mr,  Graham.  Bids  were  to  be  opened  October  6;  have  you  opened 
them? 

Lieut.  DuBE.  Yes;  we  have  opened  them. 

Mr.  Graham.  What  did  vou  do  with  them! 

Lieut.  DuBE.  I  believe  ali  those  were  rejected. 

Mr.  Graham.  Did  you  find  any  dispo.sition  among  the  people  who 
are  bidding  on  this  ^uff  to  try  to  get  it  for  a  little  or  nothmg? 

Lieut.  DuBE,  Some  do. 

Mr.  Graham.  Well,  do  you  suspect,  or  have  you  any  reason  to 
believe,  there  are  combinations  among  them  for  that  purpose? 

Lient.  Ddbe.  No.  sir. 

Mr.  Graham.  This  sheet  brass— could  it  be  kept  by  the  Govern- 
ment, and  would  it  be  useful  in  future  operations  if  we  got  into  war 
or  trouble? 

Lieut.  DuBE,  For  that  same  purpose.  I  should  say  yes. 

Mr.  Graham.  What  is  the  idea  of  selling  it,  then?" 

Lieut.  DuBE.  The  same  purpose.  We  have  clearance  from  Wash- 
ington to  sell  it.    That  is  our  instruction. 

Mr.  Graham.  Tt  is  not  hard  to  take  care  oft 

Lieut.  Dube.  I  would  not  say  it  is. 

Mr.  Graham.  It  will  not  deteriorate  in  storage! 
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Lieut.  Ddbe.  I  would  not  think  so. 

}St.  Graham.  I  see  it  is  special  material ;  copper  69  per  cent  and 
zinc  31  per  cent,  an  uncommon  alloy,  but  the  right  mixture,  I  sup- 
pose, to  make  primers. 

Lieut.  Ddbe.  I  suppose. 

Mr.  Graham.  Now.  then,  instead  of  going  to  the  trouble  and 
expense  of  makiiu;  that  stuff  over  a£^in  when  we  get  into  war,  why 
don't  we  keep  itf  Do  you  know.  Lieutenant,  that  that  stuff  wont 
sell  for  a  very  high  price,  even  as  junk} 

Lieut.  DuBz.  Why,  no;  I  believe  we  can  get  at  least  20  cents  a 
pound  for  that  material. 

Mr.  Graham.  "Well,  won't  the  proportion  of  zinc  in  there  lower 
the  price  so  that  you  can  not  get  that! 

Lieut,  DiTBE.  Not  so  much. 

Mr.  Graham.  Zinc  is  only  worth  8  cents  a  pound. 

Lient  Dtjbk.  Something  like  that 

Hr.  Graham.  A  person  that  buys  that  would  have  to  remelt  itt 

Lieut  DuBE.  They  would,  unless  they  find  some  commodity  they 
could  use  this. 

Mr.  Graham.  Do  you  know  anything  else  that  they  use  the  same 
mixture  for  except  primers? 

Lieut.  DuBE.  I  am  not  familiar  with  that. 

Mr.  Graham.  That  is  in  the  hands  of  the  United  States  Cartridge 
Co.,  Lowell,  Mass.? 

lieut  Ddbb,  Yes,  sir. 

Mr.  Graham.  Did  the  United  States  Cartridge  Co.  bid  on  iti 

Ueut  Dubb,  No,  sir. 

Mr.  Graham.  Did  not  bid  on  it  at  alll 

Lient  Ddbe.  Ko^  sir. 

Mr.  Graham.  Did  the  bids  you  did  receive  come  from  a  cartridge 
company  or  cartridge  companies? 

Lieut.  Dtjbb.  I  can  not  say  as  to  that,  sir. 

Mr.  Gkaham.  You  do  not  remember  about  that  yourself? 

Lieut  Ddbe.  No,  sir;  I  was  in  New  York  attending  an  aucti<m 
sale  when  the  bids  were  opened.   I  do  not  quite  remember  ihe  details. 

Mr.  Graham.  Attending  auction  sales) 

Lieut  Ddbb.  Yes,  sir. 

Mr.  Graham.  Are  you  having-  auction  sales  up  there  in  that 
district? 

Lieut  Ddbe.  The  New  York  district  had  one  at  a  certain  plant 
where  they  had  to  remove  all  material,  I  understand. 

Mr.  Graham.  Was  it  a  success? 

Lieut  Ddbb.  The  first  day  of  it  I  do 
next  two  days,  which  I  did  not  attend, 

Mr.  Graham.  What  amount  of  sui 
tLere  at  the  Boston  ordnance  office  ? 

Lient.  Dubb.  Why,  all  kinds,  I  woi 
we  had  declared  surplus  later  on — ^75,0 

Mr.  Graham.  Of  metals? 

Lieut  Ddbx.  Of  metals. 

Mr.  Graham.  Have  you  got  anythii 

Lieut  Dubb.  Why,  we  have  quite  a  f 

Mr.  Graham.  Are  those  some  of  the 

Ideut  Dubb.  Yes,  sir. 
141211— 20— Tot  2 29 
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Mr.  GfiAHAir.  He  lutd  something  like  150  ordnuice  cootractst 

Lieut  DuBE.  I  vrotild  not  be  eorprised  bnt  he  had. 

Mr.  Gkahah.  Has  he  filled  his  ctainis  yett 

Lieut.  DcBE.  I  think  he  has. 

Mr.  Gbahah.  Has  it  been  settled  1 

Lieut.  DcBE.  I  could  not  say  as  to  that. 

Mr.  Graham.  Do  you  have  anything  to  do  with  that? 

Lieut.  DuBE.  No,  sir. 

Mr.  Graham.  So  far  as  you  are  concerned,  you  do  not  have  any 
choice  about  the  sales  of  these  things;  you  are  simply  doing  what 
Washington  tells  you  to  do? 

Lieut  DcBE.  Yes;  so  far  as  declaring  things  surplus. 

Mr.  Graham.  Have  you  ever  been  ^ked  your  advice  about  those 
things — as  to  what  you  think  ought  to  be  done  with  them! 

Lieut.  DuBE.  Not  as  to  the  disposition. 

Mr.  Graham.  What  is  your  judgment  now.  as  an  Army  officer, 
about  the  wisdom  of  selling  this  stuff  for  junk? 

Lieut.  DcBE,  It  al!  depends  on  the  surplus  material  and  the  pro- 
gram of  the  committee  and  the  quantitie^i  that  they  require.  If  tliey 
have  in  excess  of  their  program,  I  believe  it  to  be'  far  better  for  thie 
Government  to  dispose  of  it. 

Mr.  Graham.  'Why? 

Lieut.  DtJBE.  Storage,  guarding,  etc.,  and  the  transportation  to  a 
permanent  storage  place. 

Mr.  Graham.  Do  you  have  any  Government  storehouses  there  at 
Boston? 

Lieut.  DuBE.  We  have  temporary  storehouses  that  we  are  using 
now  to  relieve  the  contractors,  but  they  are  not  permanent. 

Mr.  Graham.  You  think  the  expense  of  guarding  and  storage 
would  exceed  the  value  of  the  materials? 

Lieut.  DuBE.  And  the  transportation  possiblv,  I  would. 

Mr.  Graham.  Well,  I  think  that  is  all. 

Mr.  Jefferis.  Who  really  determines  what  shall  be  surplus  here? 

Lieut.  DrBE.  As  I  understand,  there  are  committees  in  Washing- 
ton for  the  different  branches  of  the  service — Artillery,  and  ammuni- 
tion, and  trench  warfare,  etc.^who  have  the  program  before  them 
and  know  just  what  materials  they  are-to  keep.  Our  forms  come 
to  Washington  in  the  regular  way,  and  are  in  thnt  position  where, 
if  they  are  to  be  held  for  future  manufecture,  or  are  to  be  returned 
to  salvage  for  disposition. 

Mr.  Jefferis.  Well,  do  yon  know  what  officer  deals  with  you  and 
writ«s  to  vou  saying  what  is  surplus? 

Lieut.  DcBE.  The  committee  on  sales  of  material.  Ordnance  Sal- 
vage Board,  Washington. 

Sir.  Jefferis.  Don't  you  know  who  is  on  that  committee? 

Lieut.  DcBE,  Oh.  ves;  Oapt  Martin  is  chairman,  and  Capt.  Down- 
ing is  another,  and  tiieut  Davis  is  on  that  committee. 

Mr.  Jefferis.  So  when  they  declared  something  surplus,  it  is  up 
to  vou  to  try  to  sell  it,  is  it? 

Lieut  Dude.  Yes,  sir. 

Mr.  Jefferis.  So  if  we  have  got  any  criticism  as  to  the  sale  of 
this,  we  want  to  look  down  here  at  Wnshington.  do  we! 

Lieut.  DrBE.  I  would  say  so,  so  far  as  clearing  surplus  is  con- 
cerned. 
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Mr.  Qkahah.  Mr.  Garrett,  do  you  want  to  ask  anj'thing? 

Mr.  Gabbbtt.  No,  sir. 

Mr.  Geaham.  That  is  all,  Lieutenant. 

TESTIXONT  OF  MS.  F.  H.  PABS0H8,  OF  CEABLESTON,  W.  VA. 

<The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Mr.  Parsons,  you  have  given  your  full  name  to  the 
reporter. 

Mr.  Parsons.  Yeg,  sir. 

Mr.  Graham.  Where  do  you  live? 

Mr.  Parsons.  I  live  at  Cnarleston. 

Mr.  Graham.  West  Virginia! 

Mr.  Farbons.  Yes,  air;  Charleston,  W.  Va. 

Mr,  Graham.  How  long  have  you  lived  there? 

Mr.  Parsons.  Ten  years. 

Mr.  Graham.  And  what  is  your  business! 

Mr.  Parsons.  I  am  a  real  estate  dealer  and  produce  man. 

Mr.  Graham.  You  were  there  at  the  time  the  Nitro  plant  was 
started,  were  you ! 

Mr.  Parsons.  Yes,  sir. 

Mr.  Graham.  Were  you  afterwards  employed  at  Nitro  on  the 
work! 

Mr.  Parsons.  Yes,  sir. 

Mr.  Gkahah.  You  were  employed  there! 

Mr.  Parsons.  Yes,  sir;  I  was  employed  there,  I  think  I  went 
down  there  in  October,  the  2nd  day  of  October,  and  I  was  there 
until  in  January. 

Mr.  Graham.  October,  1917,  or  1918! 

Mr.  Parsons.  1917;  that  was  last  year;  about  a  month  before  the 
armistice.  I  went  down  there;  that  was  1918,  wa&nt  it! 

Mr.  Graham.  Yes;  1918. 

Mr.  Parsons.  Yes,  sir. 

Mr.  Graham.  What  were  your  duties  there.  Mr.  Parsons? 

Mr.  Parsons.  Well,  I  was  one  of  the  guards  at  the  time  I  was 
there. 

Mr.  Graham.  I  suppose  when  you  got  there  the  place  was  rather 
bu-sy ! 

Mr.  Parsons.  When  I  first  went  down  there! 

Mr.  Graham.  Yes. 

Mr.  Parsons.  A  wonderful  place  when  I  first  went;  yes,  sir. 

Mr.  Graham.  I  understand  that  about  that  time  or  near  that  time 
there  were  20,000  people  employed  there. 

Mr.  Parsons.  Yes;  there  were, 

Mr,  Graham.  Well,  what  did  you  observe  about  the  way  the  work 
was  being  carried  on  there  in  a  general  way;  was  it  efficient,  and 
were  the  contractors  getting  work  out  of  their  men  in  an  efficient 
way ! 

Mr.  Parsons.  Well,  everything  was  just  a  hustle  and  a  bustle, 
and  moving  to  and  fro;  everything  was  going,  but  just  when  the 
armistice  was  signed,  why,  things  began  to  quiet  down;  then  things 
began  to  break  and  slacken. 

Sir.  Graham,  Were  you  there  on  the  7th  of  November  when  it 
was  supposed  the  armistice  was  signed ! 
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Mr.  Pabsons.  I  was  there;  I  was  at  South  Charleston  and  some 
man  told  me  on  the  street  car — I  was  on  my  way  to  Nitro,  and  I 
went  right  on  to  Nitro,  and  when  I  got  there  they  were  having  some 
kind  of  a  jubilee. 

,     Mr.  Graham.  Was  there  a  fire  at  the  establishment  that  evening; 
at  the  administration  building  t 

Mr.  Parsons.  As  well  as  I  remember  that  was  the  night.  It  was 
all  dismissed  from  my  mind  when  I  left  there. 

Mr.  Grahaii.  They  tell  us  that  that  was  the  night. 

Mr.  Parsons.  Yea;  I  think  that  was  the  very  nigbt. 

Mr.  Graham.  Were  you  on  the  police  force  that  night? 

Mr.  Parsons.  I  was. 

Mr.  Graham.  When  was  the  first  intimation  you  had  that  the 
fire  was  occurring! 

Mr.  Parsons.  Well,  I  saw  a  blaze  up  to  the  farther  end  of  the  ad- 
ministration building  from  where  I  was.  It  seemed  to  be  in  the  lower 
story;  the  first  story. 

Mr.  Graham.  Well,  did  you  go  over  there? 

Mr.  Parsons.  Yes,  sir. 

Mr.  Graham.  What  did  you  do  when  you  got  there ! 

Mr.  Parsons.  I  was  very  much  excited  b»;ause  I  was  interested 
about  the  war:  I  had  two  sons  in  the  Army,  and  I  was  very  much 
excited,  and  I  noHered  and  done  everything  I  could  to  get  help. 

Mr.  Graham.  When  you  got  over  there  was  there  anyone  else 
there  looking  after  the  fire? 

Mr.  Parsons.  No,  sir;  there  was  not  particularly  anyone;  they 
came  as  soon  as  I  began  to  holler  and  scream.  It  excited  me,  I  admit 
that.  And  some  of  the  other  police — especially  the  ones  over  to  the 
base  department.  Some  of  the  lieutenants  and  some  of  the  higher 
officials  were  soon  on  the  gorund. 

Mr.  Graham.  Did  you  observe  any  interference  in  any  way  with 
anyone  trying  to  get  uito  that  building  or  to  get  at  the  nrei 

Mr.  Parsons.  Well,  there  was  a  general  interference,  but  I  suppose 
what  gave  rise  to  a  great  deal  of  tnat,  we  thought  that  the  Germans 
were  doing  it  you  know,  and  we  did  not  know  exactly  what  to  do. 
We  were  all  excited,  and  I  felt  very  much  interested,  and  1  suppose 
all  the  men  did,  and,  of  course,  there  was  a  great  deal  of  interference, 
but  what  was  exactly  the  cause  of  it  I  could  not  say. 

Mr.  Graham.  Somebody  has  told  me,  I  do  not  know  just  where  1 
got  the  information,  but  some  of  your  men  who  got  there  first  tried 
to  get  into  the  building  and  were  prevented  by  some  one;  is  there 
anything  to  that  ? 

Mr.  I^RSONS.  I  could  not  Sfiy  much  about  that.  I  know  one  man, 
his  name  was  McAdam,  and  another  official,  they  seemed  to  be  very 
mad  because  I  made  a  great  demonstration ;  in  fact,  they  insulted  me. 
I  did  not  mean  anything  by  it.  But  they  seemed  to  want  me  to  be 
^ill  and  not  holler.    But  I  thought  it  was  hollering  time. 

Mr.  Graham.  Were  they  officials  of  the  powder  company? 

Mr.  Parsons.  No,  sir;  just  on  the  police  department. 

Mr.  Graham.  Oi  the  police  departemnt? 

Mr.  Parsons.  Yes,  sir. 

Mr.  Graham.  They  wanted  you  to  be  quiet  and  not  make  an 
alarm? 

Mr.  Parsons.  Yes,  sir. 
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Mr.  Graham.  Was  the  rest  of  the  police  force  there  at  that  timel 

Mr.  Parsons.  Well,  there  was  a  large  police  force;  a  great  many 
came. 

Mr.  Graham.  How  long  did  it  take  the  fire  department  to  get  there, 
Mr.  Parsons,  from  the  time 

Mr.  PAR80K8  {interposing).  Well,  I  could  not  say  just  the  time, 
but  they  were  mighty  slow  and  seemed  to  be  handicapped  all  the  time 
they  were  there. 

Mr.  Ghahah.  In  what  way  can  you  tell? 

Mr.  Parsons.  It  just  seemed  like  everything  was  in  the  way.  They 
were  bothered  and  could  not  get  anything  to  work,  and  when  a  man 
started  to  help  there  would  be  somebody  to  stop  him ;  and  the  men 
were  trying  to  get  in  their  department  to  get  their  books,  or  the 
branch  they  were  connected  with  aimed  to  get  them  out,  and  they 
would  not  let  them  do  that;  there  was  a  general  hindrance  all  the 
w^  through. 

Mr.  Graham.  How  long  do  you  think  it  was  before  they  got  water 
working  on  the  blaze  there? 

Mr.  Parsons.  Well,  it  was  some  time  before  they  got  it  to  do 
some  good.  Of  course,  from  the  time  that  the  alarm  was  given  they 
had  no  pressure,  or  something  was  wrong. 

Mr.  Graham.  Were  there  any  guards  ordinarily  kept  at  that 
building  ? 

Mr.  Parsons,  Yes,  sir;  there  were. 

Mr.  Graham.  Were  they  there  that  night! 

Mr.  Parsons.  Yes;  there  were  said  to  be  two  or  tiiree  guards  id 
the  building. 

Mr.  Graham.  Well,  do  you  know  whether  some  of  the  guards  had 
been  removed  from  there  ? 

Mr.  Parsons.  No,  sir;  I  could  not  say. 

Mr.  Graham.  Was  there  afterwards  any  other  fire  at  that  plant? 

Mr.  Parsons.  Yes ;  while  I  was  there,  there  were  two  or  three  other 
firefi. 

Mr.  Graham.  Well,  where  were  they  ? 

Mr.  Parsons.  They  were  at  the  Kanawha  River,  farther  up  by  the 
bunk  houses,  and  places  like  that — up  near  the  chemical  departments. 

Mr.  Graham.  Well,  was  there  any  further — someone  told  me  there 
was  another  fire  in  another  sort  of  additional  administration  build- 
ing of  some  kind  there;  do  you  know  anything  about  anything  of 
that  kind?  > 

Mr.  Parsons.  I  think  the  storehouses,  as  they  called  the  civic  cen- 
ter, had  a  fire  there  and  burned  up  two  or  three  stores  a  few  days 
after  the  armistice  was  signed. 

Mr.  Graham,  Do  you  Know  of  any  other  fire  where  any  records 
were  destroyed  there,  Mr.  Parsons? 

Mr.  Parsons.  No,  sir,  I  do  not. 

Mr.  Graham.  Mr.  Parsons,  we  have  also  been  informed  that  you 
know  something  about  the  possible  destruction  of  material  over  there. 
Did  you  ever  ofeerve  anyone  around  there  burning  lumber  or  destroy- 
ing lumber! 

Mr.  Parsons.  Well,  I  could  not  say  that  I  did,  I  saw  them  haul- 
ing lumber  of  all  kinds  and  descriptions;  I  could  not  say  that  it  was 
first-class  lumber,  but  they  seemed  to  be  burning  a  good  deal  of 
stuff;  but  the  most  had  taken  place — that  was  the  general  talk — be- 
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fore  I  went  down  there.  That  was  current  talk  all  right,  but  as  for 
knowing  it,  I  do  not. 

Mr.  Graham.  You  saw  them  hauling  lumber! 

Mr.  Pahsonb.  I  saw  them  hauling  lumber;  yes. 

Mr.  Graham.  You  do  not  know  what  grade  of  lumber  it  was? 

Mr,  Parsons.  I  think  it  was  an  inferior  grade,  to  get  it  out  of  the 
way  and  keep  from  hampering  the  other  part  of  the  plant. 

Mr.  Graham.  Was  there  very  much  of  it? 

Mr.  Parsons.  There  was  lots  of  everything  there,  brother.  There 
was  nothing  short  of  anything  there  that  I  heard  of. 

Mr.  Graham.  Well,  there  is  also  stories  current  about  them  bury- 
ing stuff  to  get  it  out  of  the  way ;  throwing  it  into  holes.  Do  you 
know  anything  about  that? 

Mr.  Parsons.  Not  myself ;  I  don't. 

Mr.  Graham.  You  have  heard  those  rumors? 

Mr.  Parsons.  Yes;  they  were  very  current. 

Mr.  Graham.  Did  you  ever  in  your  work  around  see  anything  of 
that  kind  to  say  anything  of  that  kind  had  been  done? 

Mr.  Parsons.  No,  sir;  I  did  not. 

Mr.  Graham.  Were  you  there  when  a  lot  of  people  were  brought 
in  from  Montana— laboring  men  ? 

Mr.  Parsons.  I  was. 

Mr.  Graham.  Do  you  know  how  many  people  came  from  Montana, 
for  instance  ? 

Mr.  Parsons.  I  worked  with  several  of  them;  as  well  as  I  remem- 
ber, two  or  three  carloads;  a  good  bunch  of  them. 

Mr,  Graham,  Did  they  stay  very  long? 

Mr,  Parsons.  The  most  of  them  came  in — they  knew  West  Vir- 
ginia was  dry  and  most  of  them  were  drunk  and  drinking,  and  about 
the  time  the     flu  "  broke  out — what  was  your  question? 

Mr.  Graham.  Did  thgf  stay  very  long? 

Mr.  Parsons,  Some  of  them  did  not;  some  they  took  to  the  hospital 
ns  quick  as  they  could  get  them  tliere,  and  a  big  lot  of  them  died  hand 
over  fist, 

Mr.  Graham.  Were  there  people  coming  into  this  institution  from 
different  places? 

Mr,  Parsons.  Into  the  hospital  ? 

Mr.  Graham.  So;  to  the  institution. 

Mr,  Parsons,  Oh,  it  was  wonderful ;  could  hardly  be  described, 

Mr.  Graham.  And  were  they  going  out  the  same  way  ? 

Mr.  Parsons,  Oh,  it  was  not  going  out  as  fast.  It  was  the  same  as 
a  circus  or  fair ;  the  biggest  thing  I  ever  saw  or  heard  of. 

Mr.  Graham,  Where  did  they  come  from,  Mr.  Parsons? 

Mr.  Parsons.  All  parts  of  the  country ;  a  big  part  of  them  from 
New  York  and  Chicago  and  Boston;  and  they  had  a  failure  of  crops 
throughout  the  West  and  a  large  part  came  from  the  West;  Arizona 
and  Montana,  and  those  two  States,  and  Wyoming,  practically  all 
the  latter  part  of  them  that  came  were  western  men. 

Mr.  Graham.  Were  there  agents  with  them — employment  agents? 

Mr.  Parsons.  Weil,  yes;  they  had  employment  agents  that  rounded 
them  up  and  broueht  them  in  there;  yes,  sir. 

Mr.  Graham,  Avhat  did  you  observe  about  the  men  that  were  work- 
ing there?  The  men  that  were  hired,  were  they  doing  good  work  or 
were  they  loafing  on  the  job? 
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Mr.  Parsons.  Well,  they  did  not — in  a  heap  of  the  departments 
they  did  not  do  anything  after  the  armistice  was  signed ;  they  were 
all  on  the  job  and  kept  on  the  job,  but  did  not  do  anything  nardly 
at  all. 

Mr.  Gbahah.  Just  loafed  around! 

Mr.  Parsons.  Just  stood  around.  After  the  armistice  was  signed, 
if  you  are  asking  for  the  truth 

Mr.  Grahah  Qnterposing) .  Yes. 

Mr.  Pabsgns.  That  is  the  wliole  truth ;  I  was  in  practically  every 
department  of  it,  and  they  did  not  do  anything,  the  way  they  were 
making  the  powder  and  taking  it  to  store,  and  these  lumber  peo- 
ple, where  there  was 

Mr.  Graham.  They  did  not  do  anything  at  all  ? 

Mr.-  Pabsoks.  I  seen  them  everj'  day;  1  lived  at  Charleston  and 
came  up  there;  there  was  a  gentleman  who  wanted  to  work;  you 
know  how  a  man  is  when  he  goes  on  a  job,  he  would  be  anxious  to 
get  work  and  nothing  doing.  The  men  would  work,  but  the  fore- 
men did  not  allow  them  to  work.  In  a  heap  of  the  departments  it 
was  like  that.  There  is  great  waste  there.  The  biggest  waste  was 
lifter  the  armistice  was  signed,  the  way  I  figured  it, 

Mr.  Graham.  You  thinlc  we  got  along  pretty  well  until  that  time! 

Mr.  Parsous.  Yes ;  I  think  they  meant  business,  but  nobody  knew 
what  was  coming.  Everybody  was  afraid  of  their  jobs  and  they 
was  afraid  to  qurt  or  something.  They  wanted  to  get  some  money, 
that  was  nil  there  was  to  it.     They  wanted  to  get  money  out  of  it. 

Mr.  Graham.  Do  jou  want  to  ask  anything,  Mr.  Jefferis? 

Mr.  Jefferis.  The  pay  day  after  the  armistice  they  were  standing 
around  ? 

Mr.  Parsons.  Oh,  they  paid  everjbody;  never  fell  short  on  the 
pay. 

Mr.  Jefferis.  Did  they  give  any  double  time  after  the  armistice! 

Mr.  Parsons.  For  a  wliue.  Of  course,  some  departments  had  to 
be  taken  care  of;  there  is  no  mistake  about  that,  and  others  did  not, 
down  where  they  run  the  powder.  They  run  it  through  some  depait- 
ment  and  bring  it  in  the  little  motor  cars  there,  ana  thev  put  it  in 
the  elevators  and  there  would  be  two  or  three  months  when  an  ele- 
vator especially  was  out  of  whack,  and  they  would  not  fix;  that  is 
T/here  the  waste  was  after  the  armistice  was  signed. 

Mr.  Jefferis.  How  long  was  that  waste  continued? 

Mr.  Pahsons.  I  suppose  up  to  this  hour  or  minute. 

Mr.  Jefferis.  They  Kept  a  large  crowd  of  men  there! 

Mr.  Parsons.  Tliey  kept  thousands  of  men  for  a  long  time. 

Mr,  Jefferis.  How  long  were  you  working! 

Mr.  Parsons.  I  was  there  from  the  2d  of  October.  I  went  down 
there  when  the  war  was  at  its  worst.  I  had  two  sons  in  the  Army. 
I  left  as  quick  as  I  could  get  away.  I  think  the  2d  day  of  January  or 
the  15th  of  January,  something  like  that. 

Mr.  Jefferis.  And  the  men  were  still  loafing  around,  were  they ! 

Mr.  Parsons.  Oh,  by  tlie  thousands. 

Mr.  Jefferis.  What  did  they  do;  go  to  tlie  picture  shows? 

Mr.  Parsons.  They  went  out. 

Mr.  Jefferis.  Out  where! 

Mr,  Parsons.  Every  man  was  assigned  to  a  task  the  same  as  he 
was  doing  it. 
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Mr.  Jeffehis.  And  went  out,  and  what  did  he  do? 

Mr.  Pabsohs.  He  stayed  out  and  then  went  in  and  rode  on  the 
Charleston  trains  home.  A  big  part  of  them  boarded  at  Charleston 
and  other  points,  and  they  had  certain  trains — three  or  four  in  the 
morning  and  three  or  four  in  the  evening — and  they  went  down  and 
got  their  pay  and  twisted  around  and  got  back  a  little  bit. 

Mr.  Jefferis.  Did  you  catch  any  of  them  hiding! 

Mr.  Parsons.  They  did  not  have  to  hide.  There  was  nothing  for 
them  to  do.  They  were  standing  around  waiting  for  the  bossea  to 
give  them  somethmg — to  get  something  ready  for  them  to  do. 

Mr.  Jefteeis.  The  bosses  could  not  find  anything? 

Mr.  Parsons.  All  the  men  would  work,  but  it  seemed  to  be  that 
they  could  not  find  out  what  was  going  to  be  next.  It  seemed  like 
something  was  back  of  the  man  on  the  work ;  they  were  anxious. 

Mr.  Garrett.  Had  the  force  not  been  decreased  any  up  to  the  time 
you  left  there,  Mr.  Parsons ! 

Mr.  Parsons.  Yes;  just  about  the  time  I  left — the  police  force, 
you  mean? 

Mr.  Garrsit.  No  ;  I  mean  the  force  working  in  the  plant. 

Mr.  Parsons.  They  began  to  ease  off  from  the  day  the  armistice 
was  signed.  Of  course,  they  did  hire  a  good  many  men  afterwards, 
but  they  began  to  gradually  go  down.  They  were  all  there  full  force 
then. 

Mr.  Garrbtt.  A  great  maiw  people  moved  away  from  there  within, 
a  week  or  two,  didivt  they — from  the  plant! 

Mr.  Parsons.  I  do  not  think  it  was  that  quick. 

Mr.  Garrett.  Well,  by  the  first  of  the  year  had  a  good  many  peo- 
ple moved  away ! 

Mr.  Parsons,  I  think  some. 

Mr.  Garrett.  And  left  a  good  many  houses  vacant ! 

Mr.  Parsons.  I  think  there  were;  yes,  sir. 

Mr.  Garrbtt.  I  suppose  the  major  part  of  the  force  lived  on  the 
grounds  there,  didnt  it! 

Mr.  Parsons.  Yes ;  at  one  time. 

Mr.  Garrett.  More  lived  there! 

Mr.  Parsons.  Yes;  at  one  time  I  think  the  houses  were  all  full. 

Mr.  Garbett.  Well,  were  there  any  points  from  which  they  drew 
labor  except  Charleston? 

Mr.  Parsons.  That  was  the  largest  point;  all  points  along  the 
river. 

Mr.  Garbett.  Yes;  but  I  mean  people  who  went  to  their  homes 
from  the  plant? 

Mr.  Parsons.  That  is  the  main  point — Charleston. 

Mr.  Garrett.  I  believe  you  stated  you  saw  no  evidence  of  shift- 
lessness  there  before  the  armistice  weis  signed ;  everybody  was  at  work 
and  working  well  at  that  time! 

Mr.  Parsons.  Yes;  everything  seemed  to  be,  so  far  as  I  could  see. 

Mr.  Garhbit,  Of  course,  they  got  good  wages  there? 

Mr.  Parsons.  They  got  good  wages;  and  tnere  was  such  an  influx 
of  men,  unless  you  were  at  those  places,  you  would  not  imagine  what 
you  would  see  there. 

Mr.  Garrett.  You  were  not  at  any  other  Government  plants  dur- 
ing Uie  war,  were  you  ? 

Mr.  Parsons.  Mo,  sir. 
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Mr.  Qarbbtt.  Were  you  at  that  naval  plant  there? 
Mr.  Parsons.  At  Charleston  t 
Mr.  Garrett.  Yes. 
Mr.  Parsons.  Yes,  sir. 

Mr.  Garrett.  How  did  the  condition  there  compare  with  the  con- 
dition at  Nitroi 

Mr.  Parsons.  It  wonld  not  compare.    Thev  did  not  have  the  peo- 

61e  like  at  Nitro.  ^be  way  I  saw  it,  it  would  not  be  a  drop  iu  the 
ucket. 

Mr.  Garrett.  Do  you  think  that  plant  there  was  any  benefit  to 
Charleston  much? 

Mr.  Parsons.  A  benefit  to  Charleston? 

Mr.  Garbeit,  Yes;  in  a  commercial  way. 

Mr.  Parsons.  No  doubt  it  was.  Oh,  yes;  no  doubt  but  what  it 
was  a  benefit. 

Mr,  Garrett.  I  believe  you  said  you  are  a  real  estate  man  ? 

Mr.  Parsons.  Yes,  sir. 

Mr.  Garrett.  I  do  not  suppose  you  had  anything  to  do  with  the 
real  estate  negotiations  out  there,  did  you  ? 

Mr.  Parsons.  No,  sir;  I  did  aot.  I  just  buy  and  sell  my  own 
property. 

Mr.  Garrett.  Speaking  of  this  fire,  you  say  there  was  a  suspicion 
that  perhaps  it  was  causra  by  some  enemy  of  the  country? 

Mr.  Parsons.  Yes;  that  was  my  first  thought.  Of  course,'!  was 
ereatlv  interested  myself,  and  heart  and  soul,  and  that  was  my  first 
thought. 

Mr.  Garrett.  How  far  were  you  from  the  administration  build- 
ing when  you  observed  the  fire? 

Mr.  Parsons.  Well,  I  waa  about — I  suppose  I  was  about  some- 
thi^  like  100  feet. 

Mr.  Gabrett.  Which  side  of  the  building  did  you  observe  the  fiame 
coming  out  of? 

Mr.  Parsons.  It  was  on  the  far  side  from  me;  on  the  side  next  to 
the  Kanawha  Eiver. 

Mr.  Garrett.  On  the  side  toward  the  Kanawha  Kiver? 

Mr.  Parsons.  Yes,  sir. 

Mr.  Gakbett.  It  came  up  sufficiently  high  so  that  you  could  see 
it  over  the  building? 

Mr.  Parsons.  Oh,  no;  it  did  not  go  that  far.  It  was  just  right 
near  the  comer;  just  blew  out  from  the  comer.  I  could  see  it  more 
through  the  window.  I  saw  it  just  as  it  started.  The  buildings  were 
tied  up  together.  It  was  pretty  hard  for  it  to  get  afire,  and  it  was 
pretty  hard  to  get  to  it. 

Mr.  Garrett.  A  frame  building,  of  course! 

Mr.  Parsons.  A  frame  building;  yes. 

Mr.  Garrett.  I  guess  that  is  aU. 

Mr,  Graham.  Mr.  Parsons,  how  many  did  you  have  on  the  police 
force  when  you  first  went  there;  how  many  men;  do  you  knowf 

Mr.  Parsons.  Well,  I  dont  know  exactly.  ■ 

Mr.  Graham.  Can  you  tell  approximately? 

Mr.  Parsons.  About  850. 

Mr.  Graham.  What  were  you;  just  a  patrolman? 

Mr.  Parsons.  Yes,  sir. 
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Mr.  Graham.  Were  there  many  officers  on  the  force — sergeants 
and  lieutenants,  and  so  onf 

Mr.  Parsons,  I  think  we  had  10  or  11  squads,  and  possibly  10, 
and  they  had  about,  say,  35  men  to  a  squad.  I  think  something  like 
that,  and  then  they  had  sergeants  and  lieutenants. 

Mr.  Graham,  Were  jou  men  all  mounted  t 

Mr.  Parsons.  No,  sir;  not  all  the  time;  they  had  a  good  many 
horses  and  mounted  part  of  the  time, 

Mr,  Grahau.  They  did  not  have  horses  enough  for  all  of  you? 

Mr.  Parsons.  No,  sir;  I  dont  think  so. 

Mr.  Graham.  In  your  judgment,  was  this  sized  police  force  nec- 
■essary  there  for  the  maintenance  of  order! 

Mr.  Parsons.  Well,  at  the  time  of  the  war,  when  the  war  was 
going  on  it  was  all  right. 

Mr.  Graham.  But  after  the  armistice  was  signed,  you  think  it 
was  unnecessary? 

Mr.  Parsons.  In  a  short  time  it  was. 

Mr.  Graham.  How  soon  did  they  hegin  to  reduce  the  police  force! 

Mr.  Parsons.  Well,  they  began  to  reduce  it  about  the  1st  of  Jan- 
uary. 

Mr.  Graham.  As  you  observed  it,  was  it  an  efficient  police  force? 

Mr.  Parsons.  Well,  it  was  at  that  time^  it  was  an  efficient  one 
when  I  first  went  there. 

Mr.  Graham.  What  happened  to  it  afterwards? 

Mr.  Parsons.  Well,  the  worst  part — ^I  do  not  thean  to  say  any- 
thing to  hurt  anybody's  feeling;  I  do  not  know  where  anybody  was 
from. 

Mr.  Graham.  No. 

Mr.  Parsons.  The  police  department  was  organized  under  the 
Thompson-Starrett  Co.,  and  they  told  me  they  were  New  York  fel- 
lows, and  the  people  said  they  were  low  grade  of  New  Yorkers, 
and  it  proved  out  so,  because  many  of  them  there  stole  and  doing  all 
kinds  of  tricks,  and  they  threw  ofF  and  got  rid  of  a  good  class  of 
men;  thev  seemed  to  keep  all  their  men  on.  Those  are  the  facts. 
Them  fellows  from  New  York,  they  kept  just  as  many  of  them  as 
they  possibly  could,  and  keep  their  force  up. 

Mr.  Graham,  We  ran  into  that  before.  They  had  a  lot  of  gun- 
men in  some  places.  Was  there  anything  of  that  kind  down  there? 
Professional  criminals;  did  you  observe  anything  of  that  kind? 

Mr.  Parsons.  Well,  of  course,  I  never  saw  them  kill  anybody; 
they  were  terrible-gamblers  and  some  bad  men  among  them,  espe- 
cially of  that  element  I  spoke  of. 

Mr.  Graham,  And  tliis  Thompson-Starrett  Co.  seemed  to  want  to 
keep  them  there,  did  they? 

Mr,  Parsons,  It  seemed  that  was  an  organization  among  them- 
selves; they  were  in  a  ring  together.  You  see,  this  police  depart- 
ment, the  head  part  of  it,  that  done  the  head  management  and  the 
employing,  they  were  possibly  from  one  place  and  tney  had  an  un- 
derstanding among  themselves,  and  that  is  the  way  they  worked 
it.    There  was  noquestion  about  it. 

Mr.  Graham.  Was  the  force  that  worked  out  there  unionized  dur- 
ing the  war? 

Mr.  Parsons.  Unionized?    I  don't  know 
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Mr.  Graham  (interposing).  Were  the  labor-union  organizations 
in  there} 

Mr.  Parsonb.  You  mean  the  men  who  worked  there! 

Mr.  Graham.  Yes, 

Mr.  Parsons.  I  don't  think  so, 

Mr,  Graham.  You  did  not  observe  any  distinction  between  people 
about  that! 

Mr.  Parsons.  No;  I  don't  think  I  did. 

Mr.  Graham.  I  want  to  call  your  attention  to  some  supplies  that 
were  taken  in  there,  particularly  some  cotton ;  were  you  there  when 
that  came  in? 

Mr.  Parsons.  I  saw  lots  of  it  come  in,  and  I  guarded  a  wonderful 
lot  of  cotton.    I  know  a  good  deal  about  the  cotton. 

Mr.  Graham.  Do  you  Know  anythinf^  about  why  that  cotton  was 
not  put  under  shelter? 

Mr.  Parsons,  Why,  just  before  I  left  there  they  built  a  tremendous 
cotton  shed. 

Mr.  Graham.  Yes;  our  committee  saw  it. 

Mr.  Parsons.  And  they  put  the  cotton  under  that.  And  right 
there,  what  they  call  the  magazines,  wliere  they  stored  the  powder, 
they  have  a  wonderful  lot  of  cotton  there  that  did  not  have  any 
sheds.    I  suppose  it  is  there  to  this  hour.    Somebody  told  me  it  was. 

Mr.  Graham.  Do  you  know  whether  any  attempt  was  made  to  take 
care  of  that? 

Mr.  Parsons.  No;  1  don't  think  any  attempt  was  made  to  take 
care  of  that.    I  was  over  there  a  great  deal. 

Mr.  Graham.  Do  you  know  wnether  any  of  it  was  destroyed  or 
injured  in  any  way! 

Mr,  Parsons.  I  was  not  from  a  cotton  country,  but  it  laid  in  the 
open  country  all  the  time.  I  know  it  was  smoked  terribly,  and  it 
rained  a  good  deal.    It  was  badly  smoked. 

Mr.  Graham.  Are  you  familiar  with  cotton? 

Mr.  pAHBOss,  I  don't  know  a  thing  in  the  world  about  it. 

Mr.  Graham.  I  think  that  is  all  we  want  to  ask  you. 

<And  thereupon,  at  1  o'clock  p.  m.,  the  conunittee  adjourned.) 
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Subcommittee  No.  5  (Obdkancb) 

OF  THE  Select  Committee  on 

ExPENDirUKES  IS  THE  WaK  DEPARTMENT, 

House  of  REPRESENTATiVEa, 
Monday,  October  IS,  1919. 
The  subcommittee  met  at  5.50  o'clock  p.  m.,  Hon.  William  J. 
(iraham  (chairman)  presiding. 
Also  present :  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 

TEOTDIONT  OP  LIEUT.  COL.  BICHABS  H.  HAWEINB,  0BDNA5CE 
SEFABTUEZn,  UmTEI)  STATiS  ASHY. 

Mr.  Gkahah.  Col.  Hawkins,  at  my  request  you  brought  with  you 
a  copy  of  the  settlement  contracts  that  have  been  made  between  the 
Government  and  the  Virginian  Power  Co.  on  the  lines  and  special 
facilities  that  were  furnished  the  Government  by  the  power  company 
in  the  progress  of  the  work  at  Nitre,  W.  Va. 

Col.  Hawkins  (referring  to  documents  in  his  hands).  Agreement 
of  September  5,  1919,  between  the  Virginian  Power  Co.  and  the 
United  States,  represented  by  myself  as  contracting  officer  for  the 
Ordnance  Department,  and  attached  to  that  as  an  exhibit  is  a  form 
of  contract  entered  into  between  the  Virginian  Power  Co.  and  the 
Navy  Department. 

Mr.  Graham.  I  offer  these  contracts  for  insertion  in  the  record. 
There  are,  however,  in  connection  with  the  contracts  about  14  pages 
of  detailed  costs,  which  the  committee  may  decide  on  inspection  are 
not  material  enough  to  go  into  the  record,  but  for  the  present  we 
will  not  determine  that. 

(The  contracts  referred  to  are  as  follows:) 
MEMOitAKDVM  OF  Adjustment  Bt^wEEN  the  nnrrcD  States  and  the  ViKoiniAit 
PowEB  Co.,  Datkd  Septcubeb  5,  1919. 

This  memorandaiD  of  adjaatment,  made  tills  6tb  da;  of  Septemba*.  1919, 
between  the  Virginian  Power  Co.,  a  corporation  created  and  organized  under  the 
laws  of  the  State  of  Maasadiusetts,  and  having  its  office  and  place  of  business 
at  Charleston,  In  the  State  of  West  Virginia,  hereinafter  called  the  Power  Co^ 
parly  of  the  first  part,  and  the  United  States  of  America,  acting  throuKh  and 
represented  by  H.  H.  Hawhlns,  lieutenant  colonel,  Ordnance  Department  (herein- 
after called  the  Contracting  Officer),  acting  under  direction  of  the  Chief  of 
Ordnance  and  by  aathority  of  the  Secretary  of  War,  party  of  the  second  part, 
wltnesseth : 

Whereas  the  Congress  of  the  United  States  has  declared  by  Joint  resolnHon, 
approved  April  6,  1917,  that  war  exists  between  the  United  States  of  America 
and  Germany ;  and 

Whereas  en  administrative  nnlt  having  been  created  In  the  office  of  the  Secre- 
tary of  War  and  designated  United  States  Government  Explosives  Plants,  and 
the  said  Secretary  of  War  having  appointed  D.  C.  Jackllng  director  Utereof ;  and 
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Whereas  ttie  national  emergency  required  the  conRtruction  of  an  explosives 
plant  at  NItro,  W.  Va.,  under  n  contract  authorized  by  the  United  States :  and 

Whereas  the  Secretary  of  War  and  the  Fuel  Administrator  ,o(  the  United 
States  requestiHl  tbat  Id  the  ex:ecution  of  the  work  and  In  the  operation  of  said 
plant  consideration  be  given  to  the  conservation  of  fuel ;  and 

Whereas  the  United  States  approved  such  a  plan  and  proposed  the  8nl»stitur 
tlon  of  central  station  electric  power  for  electric  current  generated  at  said 
esplosives  plant ;  and 

Whereas  under  date  of  March  1  and  March  8.  1918,  the  United  States  of 
America  and  the  Virginian  Power  Co.  entered  Into  agreements  for  the  purchase 
of  rights  of  way  and  the  construction  and  Installation  of  certain  transmission 
lines  thereon  and  for  substations,  generators,  boilers,  and  ausillaries  therefor 
In  connection  wlUi  the  power  company  plant  and  power  system  at  Cabin  Creek 
Junction,  W.  Va.,  known  as  the  construction  contracts  and  for  the  delivery  of 
power  to  the  Government  explosive  plant,  at  Nltro,  W.  Va.,  which  latter  con- 
tract is  entitled  "Contract  for  electric  power  operating";  and 

Whereas  the  signing  of  the  armistice  by  the  United  States  of  America,  the 
Allies,  and  the  central  European  powers  have  brought  about  a  cessation  of 
hostilities,  thus  eliminating  the  need  of  the  aforesaid  explosive  plant  at  Nltro, 
W.  Va. ;  and 

Whereas  the  United  States  of  America  no  longer  desires  the  delivery  of 
electric  power  at  said  Government  explosive  plant,  at  Nltro,  W.  Va.,  by  the 
said  power  company;  and 

Whereas  the  Secretary  of  War,  on  the  6th  day  of  December,  1918,  Issued  an 
order  to  the  said  D.  C.  Jackllng.  the  director  of  the  United  States  explosive 
plant  at  Nltro,  W.  Va.,  to  proceed  at  once  to  suspend,  cancel,  adjust,  and  settle 
all  contracts  made  necessary  by  the  discontinuance  of  the  construction  wort 
upon  said  explosive  plant  at  Nltro,  W.  Va,,  and  authorize  the  sale  of  such 
materials  as  could  be  most  advantageously  salvaged  in  that  manner ;  and 

Whereas  on  February  4,  1919.  the  Secretary  of  War  Issued  an  order  relieving 
the  said  Director  Jackllng  of  all  functions  and  duties  of  every  kind  whatsoever 
in  connection  with  the  contracts  hereinbefore  mentioned  and  transferring  such 
functions  and  duties  to  the  Chief  of  Ordnance  l>y  him  to  he  performed  or  by 
such  officer  as  the  said  Chief  of  Ordnance  might  designate  and  appoint ;  and 

Whereas  on  February  8,  1919,  the  said  Chief  of  Ordnance  appointed  J.  M.  S. 
Waring,  lieutenant  colonel,  Ordnance  Department,  United  States  Army,  as  his 
special  representative  to  carry  out  the  provisions  of  the  order  made  by  the 
Secretary  of  War  on  February  4, 1919,  as  aforesaid;  and 

Whereas  on  the  ITth  day  of  July,  1919,  the  said  Chief  of  Ordnance  Issued  an 
order  instructing  his  special  representative,  the  said  Lieut.  Col.  J.  M.  S. 
Waring,  to  submit  an  agreement  with  the  said  power  company  adjnsting  the 
obligations  between  the  parties  hereto  growing  out  of  the  contracts  aforesaid : 

Now,  therefore.  In  consideration  of  the  premises,  mutual  agreements,  terms, 
and  stipulations  hereinafter  set  forth,  the  said  power  company  covenants  and 
agrees  to  pay  within  15  days  from  the  execution  of  this  agreement  to  the 
Treasurer  of  the  United  States  S81,80.n.O4  by  certified  check,  or  in  such  other 
form  as  may  be  acceptable  to  the  said  Treasurer  of  the  United  States  of  America, 
sad  the  power  company  further  agrees  to  serve  to  the  United  States  power  for 
its  use  at  the  naval  ordnance  plant  at  South  Charleston,  W.  Va.,  according  to 
the  terms  of  and  under  the  provisions  of  a  proposal  heretofore  submitted  to  the 
United  States  hereafter  exhibited  with  this  memorandum,  and  both  parties 
hereto  mutually  agree  to  the  cancellation  of  the  contract  dated  March  S,  1918, 
and  designated  "Contract  for  electric  power  operating,"  and  same  Is  hereby 
canceled. 

1.  The  power  company  admits  the  payment  of  all  those  costs  Incurerd  by  It 
under  said  contract  of  March  8,  1918,  designated  as  "Contract  for  electric 
power  operating,"  that  are  shown  In  Exhibit  1,  herewith  made  a  part  of  this 
memorandum,  and  releases  the  United  States  from  any  further  obligation  on 
these  costs. 

2.  The  power  company  agrees  to  acquire  rights  of  way  and  do  the  necessary 
construction  work  for  the  Installation  of  trRnsmis.slon  lines  and  substations 
for  the  delivery  of  power  to  the  TTnlted  States  naval  ordnance  plant  at  South 
riiflrleston,  W.  Va.,  according  to  the  terms  and  conditions  of  said  contracts  of 
March  1  and  8,  1918.  which  provide  for  the  purchase  of  the  right  of  way  and 
construction  work,  respectively,  both  of  which  are  to  remain  In  full  force  and 
effect 
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3.  The  power  company  admits  the  adjustment  and  settlement  of  all  costs  of 
CDDstractlOD  UDder  tbe  two  cootracts  last  mentioned  as  listed  and  sbown  Id  said 
ExblMt  Na  1. 

4.  The  United  States  of  America  agrees  to  and  does  herewith  sell,  transfM, 
assign,  deliver,  and  grant  unto  the  power  company  such  title  as  may  now  be 
vested  In  tbe  said  United  States  of  America,  all  rights  of  v/as  for  transmission 
lines  shown  In  Exhibit  No.  3,  herewith  made  part  of  this  memorandum,  and 
all  transmission  lines  and  substations  constructed  st  the  request  of  the  United 
States  Fuel  Administration,  specifically  set  out  in  Exhibit  No.  2,  herewith 
made  a  part  of  this  memorandum;  also  tbe  storehouse,  hoist  house  extension 
and  lean-to  on  tbe  premises  of  the  power  company  at  Cabin  Creek  Junction,  as 
shown  in  Exhibit  No.  2  aforesaid ;  also  a  ml.«cellaneous  quantity  of  merchandise, 
material,  equipment,  and  supplies  now  in  the  possession  of  the  power  company, 
and  shown  In  said  Exhibit  No.  2;  but  nothing  Included  In  this  paragraph 
shall  embrace  the  material,  equipment,  or  supplies  now  In  the  possession  of  the 
power  company  which  may  be  required  for  the  construction  of  the  transmls- 
sloa  lines  to  the  said  naval  ordnance  plant  at  South  Charleston,  and  as  sbowU' 
by  Exhibit  No.  4,  herewith  made  a  part  of  this  memorandum. 

5.  The  United  States  of  America  acknowledges  adjustment  and  settlement 
for  all  materials  herein  or  heretofore  transferred  to  the  said  power  company, 
as  shown  In  Exhibit  2,  attached  hereto. 

6.  The  power  company  covenants  and  agrees  that  no  Member  of  Congress. 
or  I>elegnte  to  Congress,  or  Resident  Commissioner  Is  or  shall  he  admitted 
lo  any  share  or  part  of  this  agreement  or  to  any  benefit  which  may  arise 
therefrom ;  but  under  the  provisions  of  section  116  of  tbe  act  of  Congress 
approved  Itlarch  4.  1900  (35  Stat.  1109),  this  stipulation,  so  far  na  it  relates 
to  Members  of  or  Delegates  to  Congress  or  Resident  Commissioners,  shall- 
not  extend  or  be  construed  to  extend  to  any  agreement  made  with  an  Incor- 
porated company  for  Its  general  benefit. 

7.  The  power  company  expressly  warrants  that  It  has  employed  no  third 
person  to  solicit  or  obtain  this  contrart  in  its  behalf,  or  to  cause  or  procure  the- 
same  to  be  obtained  upon  compensation  in  any  way  contingent  In  whole  or 
In  part  upon  such  procurement,  and  that  it  has  not  paid  or  t>ennltted  or 
agreed  to  pay  any  third  person,  in  consideration  of  such  procurement  or  In 
compensation  for  services  in  connection  therewith,  any  brokerage,  commission, 
or  percentage  upon  tbe  amount  received  by  It  hereunder,  and  that  It  has  not 
lo  estimating  the  contract  price  demanded  by  it  included  any  sum  by  reason- 
of  any  such  brokerage,  commission,  or  percentage ;  and  that  all  moneys  payable- 
lo  It  hereunder  are  free  from  obligation  to  any  other  person  for  services 
rendered  or  supposed  to  have  been  rendered  In  the  procurement  of  this  con- 
tract. It  further  agrees  that  any  breach  of  this  warranty  shall  constltute- 
cause  for  the  annulment  of  this  contract  any  sum  due  or  to  become  due  here^ 
under,  an  amount  equal  to  any  brokerage,  commission,  or  percentage  so  paid 
or  agreed  to  be  paid. 

In  witness  whereof  the  said  power  company  has  caused  Its  corporate  name 
and  seal  to  be  hereto  affixed  by  Its  vice  president  hereunto  duly  authorized,  and 
the  said  United  States  of  America  has  caused  this  agreement  to  be  executed 
by  Its  duly  authorised  representtlve. 

The  Virginian  Power  Co.. 
'  (Signed)  By  H.  G.  Scott,  licfl  Frenidenl. 

The  United  States  of  America, 
(Signed)  By  R.  H.  Hawkins, 

Licutenaut  Colonel,  Ordnaiu:e  Department, 

Vniteil  Slates  Army,  Contraeling  Officer. 
Witness : 

He]j:n  HiETT. 

This  agreement  made  the day  of ,  A.  D.  1919,  by  and  between 

the  Virginian  Power  Co.,  a  corporation  created  under  the  laws  of  the  State  of 
Massachusetts,  having  an  office  and  place  of  business  at  Charleston,  W.  Va., 
hereinafter  called  the  company,  party  of  the  first  part,  nnd  the  United  States, 
hereinafter  called  the  consumer,  represented  by  the  Secretary  of  the  Navy, 
party  of  the  second  part. 

Whereas  the  Congress  of  tlie  United  States  having  declared  by  Joint  resolu- 
tion approved  April  6,  1817,  that  war  exists  between  the  United  States  of 
America  and  Germany ;    and 
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Whereas  the  national  emergency  required  the  construction  of  an  explosive 
plant  at  NItro,  W.  Va„  which  contract  was  authorized  by  the  United  States;  and 

Whereas  the  Secretary  of  War  and  the  Fuel  Administrator  of  the  Dulted 
States  reqneeted  that  in  the  execution  of  the  worit  and  the  operation  of  the 
plant,  consideration  be  given  to  the  conservation  of  fuel ;   and 

Whereas  the  United  States  approved  such  a  plan,  and  proposed  the  substitu- 
tion ot  central  station  electric  power  for  electric  current  g«ierated  at  the  ex- 
plosives plant ;    and 

Whereas  under  date  of  March  8,  1B18,  the  United  States  Government  and 
the  Virginian  Power  Co,  entered  Into  agreements  for  the  construction  and  in- 
stallation of  certain  transmission  lines,  substations,  generators,  hollers,  and 
auxiliaries  therefor.  In  connection  with  the  company's  plant  and  power  system 
at  Cabin  Creek  Junction,  W.  Va.,  known  as  the  construction  contract,  and  for 
the  delivery  of  power  to  the  Government  explosives  plant  at  Nltro,  W.  Va., 
which  latter  contract  is  entitled  "  Contract  for  electric-power  operating  "  ;  and 

Whereas  the  signing  of  an  armistice  by  the  United  States  of  America,  the 
Allies,  and  the  Central  European  Powers  having  brought  abont  a  cessation  of 
hostilities,  thus  eliminating  the  need  for  the  aforesaid  explosives  plant  at  Nltro, 
W.  Va.;   and 

Whereas  the  United  States  no  longer  desires  the  delivery  of  electric  power 
at  said  Government  explosives  plant  at  Nltro,  W.  Va.,  but  desires  tbat  new 
.arrangements  be  made  for  the  delivery  of  said  electric  power: 

Now,  therefore,  thU  agreement  v>itne»seth.  That  the  said  party  of  the  first 
part  and  the  said  party  of  the  second  part  do  covenant  and  agree  to  and  with 
-each  other  as  follows: 

First,  The  company  will  furnish  and  deliver  and  the  consumer  will  take 
and  pay  for  electric  power  for  its  requirements  at  the  naval  ordnance  plant. 
South  Charleston.  W.  Va.,  In  the  form  of  3-phase,  60-cycle  alternating  current. 
at  t2ie  pressure  of  approximately  44,000  and  66.000  volts  at  the  high-tension 
switch  at  said  naval  ordnance  plant.  South  Charleston,  W.  Va.,  in  an  amount 
not  exceeding  20,000  kilowatts,  based  on  a  90  per  cent  power  factor,  for  the 
remainder  of  the  fiscal  year  ending  June  30,  1920.  In  cose  of  necessary  shut- 
down of  the  Government  20,000-kllowatt  unit  Installed  In  the  Cal>ln  Creek  power 
station  of  the  company,  the  company  will  provide  for  service  to  the  consumer 
-capacity  not  exceeding  14,000  kilowatts,  based  on  a  00  per  cent  power  factor. 

Second.  The  company  agrees  to  furnish  and  the  consumer  agrees  to  take  a 
mlntmnm  of  12,000,000  kilowatt-hour  each  and  every  year  during  the  life  of 
this  agreement,  as  renewed  from  time  to  time  beginning  from  date  of  com- 
mencement of  service:  Provided,  however.  That  the  minimum  demand  agreed 
to  be  furnished  by  the  company  and  taken  by  the  consumer  during  the  fiscal 
year  ending  June  30,  1920,  shall  be  a  mlnlmnm  average  of  500.000  kilowatt- 
hour  per  month.  If  the  consumer  does  not  take  the  minimum  amount  of 
power  contracted  for,  the  difference  shall  be  billed  and  paid  for  at  the  rate  pre- 
vailing in  the  month  or  months  In  which  tht  deficiency  occurred. 

Third.  The  company  will  endeavor  at  all  itmes  to  furnish  a  continuous  supply 
of  electric  power  to  the  consumer;  but  the  company  will  not  be  liable  for  any 
damage  that  the  United  States  may  suffer  by  reason  of  failure  of  the  supply  of 
elecrlc  power  caused  by  accident  or  any  other  cause  beyond  the  company's  con- 
trol. It  Is  understood,  however,  that  whenever  possible  the  company  will  give 
the  consumer  notice  of  Its  Intention  to  shut  off  the  service,  and  that  so  far  as 
possible  the  service  will  be  shut  off  only  at  such  times  as  wilt  cause  the  con- 
sumer the  minimum  of  Inconvenience.  As  part  consideration  for  this  contract, 
the  consumer  agrees  to  reimburse  the  company  for  any  costs  or  damages  that 
may  be  awarded  or  adjudicated  against  the  company  by  reason  of  Injuries  to 
persons  or  property  accruing  or  resulting  from  any  use  of  such  electricity 
within  the  limits  of  the  Naval  Ordnance  plant,  except  that  the  consumer  shall 
not  reimburse  the  company  for  injuries  to  the  persons  or  property  of  the  com- 
pany's employees. 

Fourth.  The  consumer  agrees  to  pay  the  company  for  all  electric  power  de- 
livered and  taken  or  contracted  for  by  the  consumer  as  recorded  by  the  com- 
pany's meter  installed  on  the  high-tension  side  at  the  Government  substation 
loiAted  at  the  Naval  Ordnance  plant.  South  Charleston,  W.  Va.,  at  the  follow- 
ing rates: 

A  charge  of  6  mills  ($0.0061  per  kilowatt  hour,  when  the  cost  of  coal  to  the 
party  of  the  first  part  is  $1.75  per  short  ton  delivered  at  the  power  plant  of 
the  company  at  Cabin  Creek  Junction.  W.  Va.  Should  the  price  of  coal  to  the 
-  company  at  said  plant  per  short  ton  be  Increased  or  decreased  from  the  price 
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given  above,  tbe  rate  per  kilowatt  bonr  shall  be  Increased  or  decreased  one-tenth 
o(  a  mill  for  each  10  cents  of  such  Increase  or  decrease.  Bills  for  said  electric 
power  shall  be  rendered  monthly  by  the  company  to  the  Government  on  or 
before  the  10th  day  of  each  month  for  electric  power  consumed  during  the 
preceding  month.  Maintenance  of  meters  at  high  voltage  being  difficult,  it  is 
'8RT«ed  that  the  company  may  measure  power  delivered  to  the  consumer  at  6,600 
Tolta,  and  adjust  such  measurement  to  measurement  at  66,000  or  44,000  volts  by 
osiog  a  factor  representing  the  loss  In  transformation,  which  factor  shall  be 
determined  by  the  Government. 

Fifth.  The  consumer  shall  at  all  times  have  access  to  the  plant  and  property 
of  the  company  for  the  purpose  of  ascertaining  If  proper  precautions  are  being 
taken  for  providing  reserves  In  case  of  emergency,  and  further  to  ascertain 
whether  equipment  furnished  by  the  Government  Is  being  properly  maintained 
as  required  by  this  agreement,  or  for  such  other  reasons  as  may  be  deemed 
necessary  or  desirable,  and  it  Is  further  agreed  that  the  consumer  shall  have 
the  right  to  advise  the  company  regarding  the  operation  of  the  plant  or  the 
maintenance  of  the  equipment  owned  by  the  Government. 

Sixth.  The  consumer  shall  advise  the  company  from  time  to  time  of  Its  pros- 
pective needs  for  electric  power.  In  order  that  the  company  may  more  efficiently 
and  economically  operate  Its  station,  and  at  the  same  time  provide  the  capacity 
required  by  the  consumer. 

Seventh.  It  is  agreed  and  understood  that  the  company  shall  have  the  right 
to  operate  the  apparatus  and  equipment  furnished  by  the  Government  for  tbe 
generation  of  electric  power  at  tlie  Cabin  Creek  plant  of  the  company  whenever 
In  Its  Judgment  It  shall  be  considered  necessary  or  desirable. 

Eighth.  The  company  shall  have  the  right  to  connect  up  on  Government  line 
No.  2  an  Industrial  toad,  the  character  of  whicb  shall  be  subject  to  the  approval 
of  the  United  States  not  exceeding  an  aggregate  maximum  demand  of  3,000 
kilowatts ;  In  return  for  this  concession  the  Government  shall  have  the  right  to 
use  the  company's  present  twoK:lrcult  line  from  Cabin  Greek  Junction  to 
CbarlestOD,  W.  Va.,  for  the  delivery  of  electric  power  to  the  Naval  Ordnance 
plant  at  South  Charleston,  W.  Va.,  whenever  occasion  demands.  In  ease  of 
failure  on  the  part  of  the  company  to  deliver  electric  power  of  the  required 
capacity  over  Government  line  No.  2  the  aforesaid  two-clrcult  line  shall  be 
capable  of  delivering  n  capacity  of  14,000  kilowatts  to  the  Naval  Ordnance 

Ninth.  In  the  event  of  dispute  as  to  the  accuracy  of  the  company's  meters, 
the  consume*  shall  have  the  right  to  make  a  written  request  to  have  them 
tested  and.  It  necessary,  recalibrated,  aud,  if  found  to  be  incorrect,  proper 
allowance  shall  be  made,  but  not  for  a  longer  period  than  30  days  prior  to  the 
time  when  wrlllcn  c<>iuplniut  of  such  inaccuracy  Is  maile.  If  the  conipiiny's 
meters  are  found  to  be  correct  within  2  per  cent  above  or  below  standai^,  the 
expense  of  the  test  and  recalibratlon  shall  be  borne  by  the  consumer;  otherwise 
the  cost  of  the  test  and  recalibratlon  shall  be  borne  by  the  company.  If  the 
meters  of  the  company  are  found  to  be  incorrect  by  more  than  2  per  cent  above 
or  below  standard,  tlien  the  bill  for  electric  power  from  and  including  said 
30-day  period  to  the  time  of  test  shall  be  corrected  accordingly ;  otherwise  no 
sllownnce  shall  be  made  by  either  party.  If  for  any  reason  the  electric  power 
furnished  by  the  company  and  taken  by  the  consumer  shall  fall  to  be  registered 
by  the  meters,  the  amount  of  such  power  shall  be  determined  by  the  consumer 
from  the  best  available  data.  Judged  by  previous  registrations  and  by  knowl- 
edge of  the  Government  load,  and  payment  therefor  shall  he  made  accordingly. 

Tenth.  The  company  will,  during  the  life  of  this  agreement,  or  as  renewed 
from  time  to  time,  repair  and  maintain  at  its  expense  all  apparatus  and  equip- 
ment furnished  by  the  Government  at  the  Cabin  Creek  plant  of  tbe  company ; 
and.  further,  the  company  will  furnish  all  labor  necessary  to  maintain  in  opera- 
tion power  transmission  line  No.  2  and  the  line  from  Charleston  to  South 
Charleston,  the  consumer  to  furnish  all  materlnis  required  for  such  main- 
tenance of  transmission  lines. 

Eleventh.  The  United  States  will,  without  expense  to  the  company,  supply 
all  necessary  rights  of  way  for  transmission  lines  on  Its  property  and  a  suit- 
able place  thereon  for  the  installation  of  such  equipment  of  the  company  as 
may  be  necessary  for  the  supply  or  measurement  of  electric  power  to  the 
constimer. 

Twelfth.  The  consumer  will  not  permit  anyone  to  Interfere  with  the  meters 
or  other  appliances  of  the  company,  and  will  further  take  precautions  for  the 
protection  and  safe-keeping  of  such  meters  and  other  appliances. 


141211— 20— VOL  2- 


„....o^lc 


1788  WAK  EXPENDITURES. 

Thlrtee&tti.  The  comiwiv  sball  have  tbe  right  of  access  to  said  premises  at 
all  reaaooable  times  daring  tbe  period  of  this  agreement  and  on  Its  termina- 
tion for  tbe  pnrpose  of  reading  meters  or  Inspectlag  or  repairing  appliances 
used  In  connection  wltb  the  furnlafalng  of  electric  power  under  tbla  contract, 
or  for  removing  its  propertf,  and  for  an;  other  purpose  proper  under  this 
agreement 

Fourteenth.  Under  and  by  virtue  of  that  certain  contract  for  constmctlOD 
work  by  and  between  tbe  Oovemment  and  the  Tlrglnlan  Power  Co.,  dated 
March  8,  1918,  the  United  States  will  fumlah  necessary  line  materials,  gen- 
erators, boilers,  substations,  and  auxiliaries,  procure  or  cause  to  be  procured 
necessary  rights  of  way,  and  construct  or  cause  to  be  constructed  an  electric 
transmlsBlOQ  line  extending  from  the  company's  plant  at  Cabin  Creefc  Junction, 
W.  Va.,  to  the  Naval  Ordnance  plant,  South  Charleston,  W,  Va.,  to  be  known 
as  Government  line  No  2,  and  also  a  transmission  line  extending  from  tbe 
terminus  of  tbe  company's  present  two-clrcult  line  In  the  company's  substation 
at  Charleston,  W.  Va.,  to  the  Nnval  Ordnan:^  plant.  South  Charleston,  W.  Va., 
adequate  for  the  fumlsblng  of  electric  power  as  herein  provided.  Daring  the 
continuation  of  this  agreement,  or  until  such  time  as  the  contract  to  purchase 
Is  enforced,  the  company  will  pay  to  the  United  States  seralannuaily,  on  or 
about  tbe  1st  day  of  July  and  the  1st  day  of  January  next  following.  coverlDg 
tbe  preceding  six  months'  period,  tbe  following  rental : 

(a)  For  the  generators,  hollers,  substations,  and  auxiliaries  furnished  by 
tbe  Oovemment  and  Installed  at  the  company's  plant  at  Cabin  Creek  Junction, 
W.  Va.,  an  annual  rental  equal  to  9  per  cent  of  the  cost  of  the  demand  capacity 
used  by  the  company,  after  deducting  from  the  total  maximum  demand  of  the 
Government  and  the  company  a  demand  equal  to  the  company's  agreed  existing 
capacity,  20,000  kilowatts,  plus  the  actual  demand  capacity  furnished  the  Gov- 
ernment, determined  as  follows: 

Let  A  =  maximum  demand  in  k.  w.,  measured  at  tbe  company's  plant  at 
Cabin  Greek  JuncUon,  W.  Ta. 

Let  B  =  total  demand  In  k.  w.,  measured  at  tbe  outdoor  substation  at  the 
naval  ordnance  plant.  South  Charlestoo,  W  Va.,  in  the  same  hour  In  which  A 
Is  measured. 

Let  C  =  cost  to  the  Government  of  the  equipment  furnished  and  Installed  by 
it  at  tbe  company's  plant  at  Cabin  Creek  Junction,  W.  Va. 

Then  annan   <*■  ~  {2000  pIuB  B)  =  cost  of  demand  capacity  u[>on  which  an 

annual  rental  shall  be  paid. 

"  EJemand "  as  used  above  shall  mean  the  kilowatt  hours  of  output  in  one 
Integral  hour;  maximum  demand  shall  mean  the  demand  occurring  at  the  time 
of  maximum  load  on  the  Virginian  Power  Co.'s  system. 

Fifteenth.  In  case  of  Interruption  of  service  due  to  causes  beyond  the  control 
of  either  of  the  parties  hereto,  each  party  shall  use  the  greatest  passible  speed  in 
rectifying  the  cause  of  the  trouble;  In  such  case  neither  party  shall  have  any 
Claim  against  the  other  for  damages  caused  by  inability  to  give  or  take  power 
as  provided  in  this  contract  during  the  period  of  disability. 

Sixteenth.  The  period  of  service  under  this  agreement  shall  be  from  tbe 
date  of  the  commencement  of  furnishing  electric  power  to  the  consumer,  and 
continuing  thereafter  until  In  the  judgment  of  the  Government  the  need  for 
electric  power  under  this  agreement  no  longer  exists;  not  extending,  however, 
beyond  June  30,  1920,  except  that  after  said  date  this  agreement  may  be  re- 
newed from  year  to  year,  at  the  option  of  the  Government,  In  order  to  insure 
continuous  service. 

Seventeenth.  Tbe  Government,  by  Its  duly  authorized  representative,  shall 
at  ail  times  be  afforded  proper  facilities  for  the  Inspection  of  all  plants  and 
equipment  engaged  in  furnishing  services  under  this  agreement,  and  at  all 
times  shall  have  access  to  the  premises  and  to  all  books,  records,  correspondence, 
plans,  drawings,  receipts,  and  memoranda  of  every  description  of  the  company 
pertaining  to  said  services. 

Eighteenth.  The  Government  reserves  the  right  to  terminate  this  agreement 
.  upon  the  termination  of  tbe  period  of  service,  as  deOned  under  clause  18 
above;  provided,  however,  that  the  Government  shall  give  the  company  writ- 
ten notice  80  days  prior  to  the  date  of  termination  of  Its  Intention  so  to  do. 

Nineteenth.  The  company  agrees  to  purchase  the  equipment  furnished  by  the 
Government  to  the  company  upe<l  In  supjilylng  electric  power  to  the  naval  ord- 
nance plant,  except  the  transmission  line  along  the  K.  &  M.  right  of  way,  vritbln 
three  years  from  the  date  of  receipt  of  written  notice  from  the  Government  bo 
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to  do ;  provided,  however,  that  the  company  shall  not  be  forced  to  purchase  the 
apparatus  prior  to  June  27,  1&24,  or  permitted  to  purchase  ^aine  until  tbey  have 
received  notice  so  to  do,  and  that  the  Government  shall  have  the  right  to  renew 
this  contract  throughout  tills  three-year  period,  as  provided  under  paragraph  16 
above.  The  price  to  be  paid  the  GovernuieDt  for  equipment  purchased  under 
this  contract  by  the  company  shuU  be  di-temilned  by  a  board  of  three  members, 
one  member  of  which  shall  be  oppolnted  by  the  Secretary  of  the  Navy,  one  by 
the  company,  and- the  two  members  so  appointed  shall  appoint  a  third.  If  either 
party  dissents  from  the  decision  of  the  board,  then  tlic  question  shiiU  be  re- 
ferred to  the  Court  of  Claims,  whose  decision  shall  be  final.  Nothtnn  herein 
contained  shall  prevent  the  Government  from  dlspoelnf!  of  Its  property  at  the 
best  price  obtainable,  except  that  upon  ret.-eivlnR  an  offer  for  the  disposal  of 
■ny  portion  of  Its  property  used  in  the  furntshinK  or  the  transmission  of  electric 
power  under  this  agreement  the  Government  shall  notify  the  company  of  the 
receipt  of  such  offer  and  a  preferential  rl^ht  of  purchase  shall  be  accorded 
the  company,  which  rlRht,  however,  must  be  exercised  l>y  the  company  within 
10  calendar  days  after  the  receipt  of  such  notice  In  writing. 

Twentieth.  In  the  event  of  the  failure  of  the  company  to  comply  with  the 
stipulations  of  this  agreement,  as  hereinbefore  set  forth,  the  consumer  sliall 
have  the  rlfiht  to  procure  the  necessary  electric  iiower  in  such  manner  as  miiy 
be  deemed  heKt  for  the  Interests  of  the  G<iverumetit.  In  case  of  failure  of  the 
company  to  so  operate  anil  maintain  Its  power  stations  and  transmission  lines 
an<t  tbe  transmission  lines  and  the  property  of  the  Governnient  used  by  the 
company  as  to  provide  a  suitable  an<]  continuous  supply  of  electric  power  to  the 
naval  ordnance  plant,  South  Charleston,  W.  Va.,  during  the  continuation  of  this 
agreement  tbe  consumer  may  require  the  company  to  make  such  changes  In  Its 
operating  force  and  equipment  as  shall  In  the  opinion  of  the  consumer  l>e  nec- 
essary In  order  to  pnivldf  said  continuous  and  reliable  supply  of  electric  power 
for  the  naval  ordnance  plant.  South  Charleston,  W,  Va.,  and  such  maintenance 
of  Government  property.  , 

Twenty-flrat.  No  transfer  of  this  agreement  or  of  any  Interest  therein  shall 
be  made  by  the  company  to  any  other  party,  and  In  case  of  the  violation  of  this 
provision  the  consumer,  reserving  all  rights  of  action  for  any  breach  of  this 
agreement  by  the  company,  may  refuse  to  carry  out  this  agreement  with  either 
the  transferer  or  the  transferee.  However,  subject  to  the  option  of  the  Govern- 
ment  to  annul  this  agreement  under  the  circumstances  as  stated  above,  should 
the  company  sell,  dispose  of,  or  transfer  the  plant  and  equipment  to  be  used  In 
the  performance  of  this  agreement  to  any  other  party  or  parties,  such  sale  or 
transfer  shall  l>e  made  only  on  the  conditions  that  the  successor  of  the  company 
in  the  ownership  of  tbe  plant  and  equipment  shall  assume  the  obligations  of 
this  agreement  and  perform  the  stipulations  therein  set  forth  according  to  their 
tnie  Intent  and  meaning,  said  successor  to  be  bound  as  fully  and  to  the  same 
extent  by  the  provisions  of  tills  agreement  as  is  the  company. 

Twenty-second.  No  Member  of  or  Delegate  to  ConpTe.ss,  or  ResldeTit  Com- 
missioner, Is  or  shall  he  admitted  to  any  share  or  part  of  this  agreement,  or  to 
any  t)ene£lt  which  may  arise  therefrom,  but.  under  the  provisions  of  section 
lie  of  the  act  of  Congress  approved  March  4.  1909  (35  Stais..  1100),  this  stipu- 
lation, so  far  as  it  relates  to  Members  of  or  Delegates  to  Congress,  or  Resident 
Commissioners,  shall  not  extend  or  be  construed  to  extend  to  any  agreement 
made  with  an  Incorporated  company  for  its  general  benefit. 

Twenty-third.  In  the  performance  of  this  agreement  the  said  company  shall 
not,  directly  or  Indirectly,  employ  any  person  undergoing  sentence  of  imprison- 
ment at  hard  labor  which  may  have  been  Imposed  hy  a  court  of  any  State,  Ter- 
ritory, or  municipality  having  criminal  jurisdiction,  nor  permit  such  employ- 
ment by  any  person  furnishing  labor  or  materiuls  to  said  company  for  use  In 
Ailflllment  of  this  agreement. 

Twenty-fourth,  The  company  shall  hold  and  have  the  United  States  Govern- 
ment and  ail  officers  and  agents  thereof  harmless  from  and  against  all  demands 
of  any  nature  or  kind  for  or  on  account  of  the  use  and  continued  use  of  aoy 
pittented  article,  combination,  or  process  which  may  apply  to  or  affect  the 
articlee,  materials,  or  services  furnished  under  this  agreement. 

Twenty-flfth,  The  party  of  the  first  part  expressly  warrants  that  he  has  em- 
ployed DO  third  person  to  solicit  or  obtain  this  contract  In  his  behalf,  or  to 
cnnse  or  procure  the  same  to  be  obtained  upon  compensation  In  any  way  con- 
tingent, in  whole  or  In  part,  upon  such  procurement:  and  that  he  has  not  paid, 
or  promised  or  agreed  to  pay,  to  any  third  iierson.  In  consideration  of  such  pro- 
careraent,  or  in  compensation  (or  services  In  connection  therewith,  any  broker- 
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age,  cominleslon,  or  percentage  upon  the  amount  receivable  by  bim  bereunder; 
and  that  he  bsa  not,  la  estimating  the  contract  price  demanded  by  bim,  In- 
cluded any  sum  by  reason  of  any  such  brokerage,  commission,  or  percentage; 
and  that  nil  moneya  payable  to  him  hereunder  are  free  from  (^ligation  to  any 
other  person  for  services  rendered,  or  supposed  to  have  been  rendered.  In  the 
procurement  of  this  contract.  He  further  agrees  that  any  breach  of  this  war- 
ranty shall  constitute  adequate  cause  for  the  annulment  of  this  contract  by 
the  United  States,  and  that  the  United  States  mtiy  retain  to  Its  own  use  from 
any  sums  due  or  to  become  due  thereuuder  an  amount  equal  to  any  brokerage, 
commission,  or  percentage  so  paid,  or  agreed  to  be  paid. 

Twenty-sixth.  Subject  to  the  consent  hereto  of  the  Secretary  of  War  or 
bis  duly  authorized  representative  upon  the  signing  of  this  agreement,  the  obli- 
gation of  the  Oovemmeiit  to  take  and  of  the  power  company  to  furnish  power 
under  the  "  contract  for  electric-power  operating,"  entered  into  under  dale  of 
March  8,  19T8,  by  and  between  the  United  States  of  America  and  the  Virginian 
Power  Co.,  shrtll  cease  and  determine,  but  all  other  rights  and  obligations  there- 
under unless  speclflcally  modified  herein  shall  remain  Intact. 

In  witness  whereof  the  parties  aforesaid  have  hereto  placed  their  hands  the 
date  first  hereinbefore  written. 

The  Viroiniak  Power  Co., 

By . 

BBC  AprruLATio  N . 
Operating  expenses: 

Prorated  on  basis  of  Increased  demand $4,315. 12 

Prorate<l  according  to  demand 8,  759. 80 

Prorated  according  to  energy 21,512.17 

Segregated  actual  Items 2,046.50 

31. 63S.  59 
Fixed  charges: 

Interest  prorated  according  to  demand $12,371.00 

Depreciation — 

Prorated  according  to  demand $4, 206. 84 

Prorated  according  to  use 3, 014. 00 

7. 220. 34 


t  paid  to  Dec.  31,  1018 42,309.83 

Balance  due  based  on  contract 14.037.  49 

Supplementary  items: 

Power  commandeered  by  nltro $2,779,92 

Cost  of  reblndlng  No.  2  turbine 7,601.06 

Excess  boiler  repairs 3, 099.  88 

lncrease<l  cost  of  construction  labor 5. 050.  70 

Kscess  cost  of  operating  labor 17,619.74 

Increased  cost  of  operating  labor 28,2^3.11. 

Excess  cost  of  coal,  1918 13.373.83 

Excess  cost  of  coal,  1919 60,500.00 

Excess  cost  of  replacement  of  material 18, 557. 93 


Total  supplementary  items 

United  States  construction-contract  Items: 

Items  pending  and  /  or  disallowed 

Pay  roll  checks  unclaimed,  etc 

Total  United  States  constructiou  teniB... 
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Exhibit  No.  2. 
Memorandum. 

The  pqutpment,  material,  supplies,  transmission  lines,  etc.,  whicb  are  trans- 
ferred to  the  Virginian  Power  Co.  by  the  United  States  of  Americn  by  virtue  of 
Mintract  of  which  this  memorandum  Is  a  part,  consists  mainly  of  rights  of  ways, 
poles,  flxtiireB,  hardware,  conductors,  Insulators,  transformers,  switches,  and 
aitpurtenances  of  same,  also  the  holet-house  extension  lean>to,  and  storehouse  at 
Cabin  Creek  Junction,  but  equipment  at  Cabin  Creek  Junction  which  Is  con- 
tained in  the  list  of  material  In  the  possession  of  the  power  company  and  to  be- 
used  In  constructing  lines  to  the  naval  ordnance  plant  on  rights  of  way  owned 
b;  the  Oovemment  or  the  transmission  line  on  the  Kanawha  &  Michigan  Rail- 
way is  not  included. 

The  equipment,  material,  supplies,  transmission  lines,  etc.,  transferred  are 
more  especially  described  In  the  following  sheets : 

u.  8.  3. 

Bumwell  to  Leeward,  4.53  miles,  44,000-volt,  single-drenlt,  wood-pole  traiw- 
mission  line,  B-arrow  amis,  2/0  stranded  copper,  40-foot  wood  poles,  Thomas 
dlsb  Insulators  No.  1129,  Thomas  pin  insulators  No.  4000. 

Wierwood  to  Mllburn,  8.82  miles,  44,000-volt.  single-circuit,  wood-pole  trans- 
mission line,  wishbone  cross  arms,  2/0  copper  conductors,  40-foot  poies,  Thomas 
disk  Insulators  No.  1129,  Thomas  pin  insulators  No.  4000. 

TJ.  8.  8. 

Changing  copper  on  Sun-Pax  line,  4.76  miles,  from  i-lnch  copper  clad  to  2/0 
stranded. 

Changing  copper  on  Paint  Creek  Co.  line,  5.34  miles,  from  No.  2  solid  copper 
to  2/0  stranded  copper.    Total  length,  10.10. 

u.  B.  4 

Layland,  W.  Va.,  44,000-23  volt,  wood  substation,  3-800  K.  V.  A.  Westlnghouse- 
transformers. 

Berry  to  Layland,  W.  Vs.,  6.06  miles,  44,000-volt,  slngle-drcntt,  wood-polo 
traosmlsslon  line,  wishbone  cross  arms.  No.  2  copper  conductors,  40-fOot  poleSt 
Thomas  disk  Insulators  No.  1129,  Thomas  pin  Insulators  No.  4000. 

Layland,  W.  Va.,  2,300-volt,  wood-pole  distribution  hne,  36-foot  poles,  Thomss 
disk  insulators  No.  1074,  Thomas  pin  Insulators  No.  1009,  3/0  copper  conductor. 
Total  lengtb,  15  miles. 

u.  8.  a. 

Oamoca  to  Ansted.  5.75  miles,  44.000-volt,  single-circuit,  wood-pole  transmis- 
sion line,  wishbone  arms,  )-lnch  copper-clad  conductors  and  ground  wire,  40-foot 
poles.  Thomas  No.  1120  disk  Insulators,  Thomas  No.  4000  pin  Insulators. 

Ansted,  W.  Va.,  2,300-volt,  alngleclrculf.  wood-pole  distributing  line.  No.  2 
Boitd  copper,  30-foot  poles,  Thomas  disk  Insulators  No.  1074,  Thomas  piW  insnlH- 
tors  No.  lOOe. 

Ansted,  W.  Va.,  1.05  miles  2300-voit,  single-circuit,  wood-pole  dlstrtbutiOD 
line.  2/0  stranded  copper,  SO-foot  poles,  Thomas  disk  Insulators  No.  19T4) 
Thomas  pin  Insulators  No.  1000. 


V.  s.  e. 
irey  only  for  the  ilne  from  Hot  Coal  t» 


Campbells  Creek  line.  Puna  to  Bifc  Bottom,  3.74  niilea;  44,000-volt.  single- 
circuit,  wood-pole  transmission  line;  bow-nrrow  arms;  40-ft.  poles;  J"  copper 
clad  conductors;  Thoma.s  disk  Insulators  No,  1129;  Thomas  pin  Insulators  No.. 
4000. 
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McAlpln,  W.  Va.,  44,000-2,300-volt,  wood  anbsraUon.  8-200  KVA  Westlnghouse 
transfnniiere,  30'  poles. 

44,000-volt,  sIngle-cfrcuEt,  wood-pole  trHnsmlssloa  line,  bow-arrow  crossamis; 
40-ft.  poles;  Thomas  dist  insulators  No.  1129;  2/0  stranded  copper  conductor, 

McAlpln,  W.  Vo.,  0.04  mile,  2,300-volt,  aingle-clrcult,  wood-pole  traDSmlsslOQ 
line;  30-ft.  poles;  2/0  copper  conductors;  Thomas  disk  Insulators  No.  1074; 
Thomas  pin  insulators  No.  Ii009. 

XI.  s.  0. 

Mordue,  W.  Va.,  44,000-2,300-volt  wood  substation;  3-250  KVA  Pittsburgh 
transformers ;  30-ft.  wood  poles. 

V.  8.  10. 

Emerson  to  Eunice,  3.36  miles  H.  T.;  0.46  mile  L.  T.;  41,000-volt.  single- 
circuit,  wood-pole  transmission  line;  wishbone  crossanns;  40-ft  wood  poles; 
i"  copper  clad  conductors;  2,300-volt,  Blasle-drctilt,  wood-pole  dlstrlbatios 
line;  SO-ft  poles;  2/0  copper  conductors, 

c.  S.  II. 
Paint  Creek  Coal  Mininf:  Co.,  at  Benner,  W.  Va.,  1.13  miles ;  44,000-2,300-volt 
substation  and  2,300-Tolt  distribution  Ilue  to  mine  No.  2 ;  solid  copper  condnc- 
tora. 

TT.  a.  12. 


Powellton,  W,  Va.,  0.208  mile  H.  T.  44,000-volt,  single-circuit  tranamisslon 
line;  wishbone  crossarms;  }"  copper  clad  conductor;  and  2300-volt,  single- 
circuit  distribution  line  to  Vulcan  mine,  1/0  solid  copper  conductors. 

TI.  8.  10. 

Viacova,  W.  Va.,  44.000-2^00- volt  wood  substation  and  2300-voIt  distribution 
Une ;  No.  2  copper  conductor, 

V.  a.  10. 

Berlin,  W.  Va.,  44jDOO-2,000-volt  wood  stibstatlon;  3-100  KVA  Pittsburgh 
transformers;  30-fL  poles. 

V.  a.  17. 

Beards  Fork,  W.  Va..  44,000-2,300-volt  wood  substation;  2-200  K.  V.  A,  West- 
lnghouse transformers. 

D.  8.  is. 

Mlnden.  W.  Va.,  44,000-2,300-volt,  double-drcult,  steel  substation. 

Mlnden,  W.  Va.,  0.23  mile,  44,000-volt,  double-circuit,  wood-pole  transmission 
line;  bow-arrow  ctossarms;  40-ft.  poles;  ^"  copper  ciad  conductors;  Thomas 
disk  insulators  No.  1129 ;  Thomas  ptn  insulators  No.  4000. 

Mlnden,  W,  Va,,  Z29  miles,  2,300-volt,  alngie-circult,  wood-pole  distribution 
line;  SO-ft.  poles;  Thomas  disk  insulators;  Thomas  pin  insulators  No.  1009; 
4/0  copper  conductors. 

One  brick  warehouse,  including  floor  alab.  Both  warehouse  and  floor  slab  ar« 
supported  by  a  concrete  settling  basin,  the  title  of  which  remains  vested  In  the 
Govern  men  L 

One  brick  lean-to,  being  an  extension  of  the  Virginian  Power  Co.'s  control 
room. 

The  extension  to  the  Virginian  Power  Co.'s  hoist  house,  this  structure  being 
of  brick. 

lAtt  of  material  to  be  tramferred  to  the  Virtfinian  Power  Co, 


post  type  Insulators  No.  7130. 
#4000  pin  insulators. 
#1129  strain  Insulators. 
4400  pin  Insulators, 
glass  Insulators— Brookfield. 


itv  Google 


QuDtlty. 

250  disconnect  tosulatora  #1104. 

35  No.  1074  Insulators. 

06  2  piD  cross  arms. 

800  galTBDlzed  }"  steel  cable. 

3, 310#  #8  solid  copper  wire. 

170, 106  4/0  copper  stranded  wire. 

103  insulator  plates. 

625  ]"  cast-lroD  washers. 

400#  railroad  qilkes. 

1,000  wood  brackets. 

1,512#  6"xl2'  channels. 

24  galvanlzetl  cross-arm  braces. 

7  rolls  36"  poultry  wire, 
24  1"  tumbuckles. 

24  1"  tumbuckles. 
18  i"  tumbuckles. 
18  U"  tumbuckles. 
86  ixH"  set  screws. 

100#  7"  boat  spikes. 

74  )xl8"  macblne  bolts. 

18  terminal  lugs. 

50  i"  Crosby  clamps. 

25  jx4"  las  screws. 
400  2"x6"  lag  screws. 

200  li"x7)"  standard  belts. 

SOO  }"x2"  macltine  bolts. 

100  i"xl}"  macblne  bolts. 

2  14"  2-Bheave  wood  blocks. 

2  14"  3-Bheave  wood  blocks. 

2  16"  3-sheave  steel  blocks. 

IJ  gross  #14  brass  wood  screws. 

1  IJ"  pop  valve, 

4  quires  emery  cloth. 

10  gross  #7  2i"  r.  H.  wood  screws. 

8  gross  #7  11"  F.  H.  wood  screws, 
la  gross  #7  1"  r.  H,  wood  screws. 

1  set  discs,  lt-2. 

3  }"  hose  connectors. 
8  door  locka 

10  I"  bolt  tops. 

11  I"  straight  shank  drills. 

3  i"  straight  shank  drills. 

-   2  A"  straight  shank  drills. 

4  H"  straight  shank  drills. 
6  i"  straight  shank  drills. 

1  i"  stop  cock. 

2  #2  ejectors. 

1  pair  i"  hinges. 

1  Inbrlcator. 

2  #6  pipe  cutters. 

627  1X14"  through  bolts. 

100  |"X14"  through  bolts. 

SO  }X18"  through  holts. 

3.225  i"X14"  stud  bolts. 

16  8"  H.  P.  ellB. 

200  S  bolt  clamps. 

200  )X14"  space  bolts. 

M»  |X4"  lag  screws. 

681  >bs.  Oarlock  packing. 

1  2i"fire  hose. 

1  #ft"  washers, 

2  1  pt,  brass  lubricators. 
1  gal.  white  enamel. 

4  2"  steel  gaskets. 

46  4"  steel  gaskets. 

TO  6"  steel  gaskets. 
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Ill  8"  Bteel  gaskets. 

44  10"  steel  gasbetn. 

39  12"  steel  Kaskest 
34  14"  steel  gaskets. 
29  16"  steel  gaskets. 

8  24"  steel  gaskets. 
43  21"  steel  gaskets. 

11  3"  steel  gaskets. 

500  i"X4"  galvanized  bolts. 

75  t"  washers. 

250  i"XT'  galvaolzed  bolts. 

9  4"  H.  P.  ells. 
41  IJ"  H.  P.  Ells. 

9  3"  H.  P.  ells. 

7  4"  H,  P.  ellB. 

45  3"  L.  P.  ells. 
4  4"  L.  P.  ells. 

2  3"  blank  flanges. 

1  4"  blank  flanges. 

12  2"  floor  flanges. 

40  3"  flanges. 
12  4"  flanges. 
12  3"  flanges. 

3  I"  gate  vaKes  125#. 

6  i"  globe  valves. 

7  2"  globe  valves. 

2  3"  gate  valves  125#. 

1,S72#  33  pes.  J"Xie"  square  rein,  steel. 

340#  25  pcs.i"X16"  rein.  ateeL 

720#  30  pes.  }X16"  round  rein,  steel. 

6, 500  Lee  ptn  cones. 

1  a  11  circuit  breakers, 

1  phase  44000  Y  Delta  star  airbrake  switch. 
300    2/o  copper  sleeves. 

1  Burke  horn  cap  arrester. 

550  single  band  arrow  arms. 

1  24X4'  valve  stem. 

128  double  band  arrow  arms. 

250  standard  bayonets. 

3  200  Pittsburgh  transformers. 

Recapitulation  covering  lettlement. 


valuta. 

iss. 

roUllorde- 
pradalkn, 

(reus. 

value. 

»M0,B70.7a 
42,282.30 
S«,I02.(» 

1225,  IM.M 

3R0M.IJ7 
fi0  4BI.n 
8,2I&.84 
10,030.50 

PtraiU. 

i! 

"iSS 

329, ear. 77 

41,487,28 

ivi' 

%gs 

403,  to*.  M 

371,3«.0S 

Ploi  storsi  yel  to  bo  blUed,  Vlrgliii.n  Tower  Co. . .  . 

10,001).  00 

423,504.00 

3eo.38fi.05 

1B7, 700.60 

SI,S05.M 
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EXHIBIT  No.  3. 


This  <1ee(l,  made  this  28th  da;  of  August,  1919,  betn-een  the  United  States  of 
America,  party  of  the  first  part,  and  the  Virginian  Power  Co.,  a  corporation 
created  under  the  laws  of  the  State  of  Massachusetts,  and  having  rta  place  of 
huslnesa  at  Charleston,  In  the  State  of  West  Virginia,  party  of  the  second  part, 
nltuesseth : 

That  whereas  an  agreement  was  entered  Into  between  tlie  parties  hereto  on 
the  28th  day  of  August,  1&19,  whereby  the  aaid  party  of  the  first  part  contracted; 
for  the  conalderatloQ  named  In  said  aKreement  to  fcrant  unto  the  party  of  the- 
secoDd  part  all  the  right,  title,  and  Interest  with  the  privileges  and  appurte- 
nances thereunto  belonging  and  vested  In  the  United  States  of  America  In  and 
to  the  rights  of  way  conveyed  to  the  party  of  the  first  part  by  the  followlntr 
deeds,  respectively,  recorded  in  tl»e  ofBce  of  the  County  Clerk  of  the  following- 
named  counties  In  the  State  of  West  Virginia — 
Fayette ;  »K>t     Pm«- 

Mrs.  Fannie  Humphrey 46        ew 

\Vm.  Canterbury 46        605- 

Jeff  Tyree  and  wife,  E.  K.  Lively  and  wife 46        596 

J.  S.  Uvely  and  wife 46        602 

G,  W.  Lively 46        60S 

C.  S.  Uvely  and  wife 46       60» 

Boy  Lively 46        593 

George  Lively,  sr 46        OSfr 

R.  Sutphln  and  wife 46        611 

W.  B.  Honaker 46        601 

J.  W.  Lively— 


46        696- 

Mrs.  Elizabeth  Wlnegrove  (widow) 46        612 

E.  T.  Winegrove  and  wife 46         6W 

L.-0.  Davla  ami  wife 46        686 

Solvay  Collieries  Co 47        6a> 

G.  W.  Lively 

J.  B.  Powers 46        802 

Charles  Tyree 47        602 

George  W.  WUllams 

EphraEm  Creek  Coal  &  Coke  Co 46        5W 

Mrs.  J.  E.  Dearing  (widow) 46        577 

The  Fire  Creek  Coal  &  Coke  Cto 47        614 

Beury  Bros.  Coal  &  Coke  Co 

Beachwood  Ckial  &  Coke  Co 47        51ft 

G,  W.  Imboden  and  wife 47        505 

T,  D.  Childress  and  wife . 47        511 

W.  C.  Nuckols  and  wife ^ 47        512 

Geo.  C.  Taylor  and  wife 47        507 

P.  P.  Hendrlck 47        SOfr 


B.  E,  Turley  and  wife— 


E.  L  Hornaby  and  husband 47 

John  Boken  and  wife 46 

M.  B.  Treadway  and  husband *7 

Kanawha : 

Paint  Creek  Coal  ft  Land  Co 

Howard  Clny  and  wife 

Wtlllum  Stone  and  wife 

Mark  Harless  and  wife 

Charles  Wolf  ond  wife 

Ales.  Morton  and  wife 

W.  I>,  Lewis  and  wife 


...oogk 
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George  W,  Stanlej'  and  wife 188  B4 

Mrs.  Rhoda  McConihay 188  84 

Hewitt  Flowers  and  wife 188  77 

Alfred  Moss  and  wife 188  90 

Grant  Underwood  and  wife 193        291 

Ralelgli : 

Ida  Farley 67        278 

Now,  therefore,  for  the  consideration  aforesaid,  the  said  party  of  the  first 
part  dotb  grant  bargain,  sell,  and  convey  unto  the  said  party  of  the  second  part 
all  the  right,  title,  and  Interests  with  the  privileges  and  appurtances  thereonto 
belonging  now  vested  In  said  parties  of  ^e  first  part  under  and  by  virtue  of 
the  deeds  aforesaid,  to  which  reference  Is  made  for  a  more  particular  descrip- 
tion of  the  property  hereby  conveyed. 

To  liave  and  to  Iiold  unto  the  said  tbe  Virginian  Power  Co.,  Its  successors  and 
assigns,  forever. 

'Witness  the  following  signature  and  seal  of  tbe  United  States  of  America 
'by  its  duly  constituted  contracting  officer. 

R.  H.  Hawkins, 
Lieutenant  Colonel,  Ordnance  Department, 

United  Statei  Army, 
Witness : 

Helen  Higtt. 
Nora. — ^The  following  deeds  have  not  been  recorded  In  the  office  of  the  county 
-olerk  of  Fayette  Connty,  State  of  West  Virginia ;  therefore  the  book  and  page 
numbers  are  shown  In  blank  on  this  deed,  but  to  be  inserted  when  deeds  are 
;recorded : 

George  W.  WiUlame. 
Beury  Eros.  Goal  &  Coke  Co. 
Ljnchburg  Colliers  Co. 
G.  W.  Lively. 

Exhibit  Na  4. 

JjUt  of  materiai  in  possetMon  of  the  Ttrgin4an  Power  Co.  otoneit  by  the  Oov- 
eminent  to  be  uted  fn  the  conttrvction  of  trantmittion  Unet  to  tA«  naval 
ordtwnce  plant,  South  Charletton,  W.  Va. 

2  Sets  6e,000-vo1t  delta  star  air-brake  switch. 
156  Mtles  2/0  stranded  copper  wire. 
78}  Miles  5/16"  galvanized  stranded  ground  wire. 

160  Anchor  rods,  5/8  x  6'  0". 
300  2/0  copper  sleeves. 

1, 100  Hooks  for  saspenslon  hangers. 
1, 050  Suspension  hangers. 
.'8, 004  Locke  suspension  Insulators. 

12  Locke  strain  clamps. 

12  Insulator  yokes. 

161  Type  "  M  "  transmission  towers. 

15  Side  hill  extensions,  slope  along  line  for  "  M  "  towers. 

44  Side  htll  extensions,  slope  across  line  for  "  M  "  towers. 

12  10'  square  eiienslons  for  "  M  "  towers. 

10  20'  square  extensions  for  "  M  "  towers, 

35  Type  "  P  "  transmission  towers. 

2  Side  hill  extensions,  slope  atone  line  for  "  P  "  towers. 

10  Side  hill  extensions,  slope  across  line  for  "P"  towers. 

2  10'  square  extensions  for  "P"  towers. 

3  ZO'square  extension  for  "  P  "  towers, 
6  Type  "  S  "  transmission  towers. 

2  20'  square  extensions  for  "  S  "  towers. 
Miscellaneous  tools  nod  camp  equipment 
(Thereupon  at  6  oVlock  p.  in,,  the  subcommittee  adjourned  to  meet 
acain  on  call  of  the  chainnan.) 
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SCBCOMMITTEB  No.   5    (ObDNANCb), 

OP  THE  Select  CoMMnrEB  on 

ExPESJDITDREg  IN  THE  WaH  DEPARTMENT, 

House  of  Eeprbsentattvbs, 
Tuesday,  October  H,  1919. 
The  committee  met  fit  3.15  o'clock  p.  m.  pursuant  to  call  of  the 
chairman,  Hon.  William  J.  Graham  (chairman)  presiding.    Also 
present :  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 

TESTIHONT  QT  EDHTTin)  A.  EUSSEIX,  OF  LAKE  TOBEST,  ILL. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Mr.  Jeneris,  I  will  ask  you  to  conduct  the  exami- 
nation of  this  witness  in  the  first  instance. 

Mr.  Jeffebis.  State  your  full  name. 

Mr.  Russell.  Edmund  A.  Russell. 

Mr.  Jepfebis.  Where  do  you  live? 

Mr.  Russell.  Lake  Forest,  lU. 

Mr.  jErrERis.  How  long  were  you  connected  with  the  War  De- 
partment^ 

Mr.  Russell.  February  21,  1918. 

Mr.  Jeffebis.  To  what  timet 

Mr.  Russell.  I  am  still  a  member  of  the  claims  board.  Up  to 
Au^st  o,  I  was  ordnance  district  chief  and  chairman  of  the  Chicago 
district  claims  board. 

Mr.  Jefteris.  Well,  was  that  the  position  that  you  first  held! 

Mr,  Russell.  I  was  appointed  by  Gen.  Tripp;  in  civil  life  he 
was  chairman  of  the  board  of  directors  of  the  Westinghouse  Co., 
and  he  appointed  me  chief  of  production  of  the  Chicago  district, 
and  later  I  was  appointed  by  Maj.  Gen.  Williams  district  chief;  not 
only  in  charge  of  Uie  production  but  all  the  work. 

Mr.  Jefferis.  Can't  you  ^ve  in  short  form  the  different  positions 
you  held  at  the  time  you  held  them? 

Mr.  RuasEU.  Those  are  all  the  positions. 

Mr.  Jeffebis.  Then  you  were  first  appointed  February  21? 

Mr.  Russell.  Yes,  sir. 

Mr.  Jsfferis.  1918  f 

Mr.  Russell.  Yes;  1918;  as  chief  of  production  of  the  Ordnance 
Department,  Chicago  district. 

Mr.  Jbppems.  How  lone  did  you  hold  that  positioni 

Mr.  RussEU^  I  shoula  say  it  was  about  taree  or  four  monins 
after  that  they  made  the  production  chiefs,  the  ordnance  district 
i^iefs  throughout  the  country.  You  know  the  country  was  di- 
vided up  into  some  10  or  11  districts. 

M^.  jBRffotiB.  Did  that  change  your  duties  any,  or  just  the 
title! 

Mr.  Russell.  Yes;  it  gave  me  authority  over  all  the  other  divi- 
sions in  the  office,  like  inspection,  and  the  personnel,  and  the  entire 
works.  I  would  be  termed  in  military  parlance  the  commanding 
officer,  perhaps,  although  I  was  not  commissioned. 

Mr.  jEFPeatis.  When  did  you  become  a  member  of  the  claims  board. 

Mr.  Russell.  Immediately  upon  the  appointment  of  daims  board, 
as  district  chief,  I  was  made  chairman  of  that  district  claims  board. 
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Mr.  Jefferib,  When  was  that? 

Mr.  RusBELL.  Some  time  in  November,  or  the  first  part  of  De- 
cember, whenever  they  were  formed. 
Mr.  jEFramg.  1918  ? 
Mr.  RuBSELL.  1918. 

Mr.  Jefferib.  And  you  are  still  on  the  claims  board! 
Mr.  RnssEuu  I  am  still  on  the  claims  board ;  yes,  sir. 
Mr.  Jefferib.  Chief  1 

Mr.  Russell.  No;  on  August  5  my  resignation  was  accepted  as 
ordnance  district  chief  and  chairman  of  the  board,  and  on  the  12th 
I  went  away  on  a  little  outing  trip,  and  came  back  on  the  12th  of 
September  and  have  been  constantly  around. 
Mr.  Jefferib.  Who  is  chief  of  the  claims  board! 
Mr.  Russell.  Col.  Hughes. 
Mr.  Jefferis.  What  is  his  name! 
Mr.  Russell.  Everett  S.  Hughes. 
Mr.  Jefferib.  He  has  been  chief  since  August,  1919! 
Mr.  RussEU,.  No ;  upon  my  retirement  I  recommended  the  ap- 
pointment by  Washington  of  Lieut.  Col.  E.  E.  Arisen,  who  was  one 
of  my  assistants.     He  was  appointed  chief  of  the  district  claims 
board,  which  position  he  held  until  the  first  of  this  month,  when 
Col.  Hughes  was  appointed  chief. 

Mr.  Jefferis.  Wnat  has  become  of  Arison! 
Mr.  SuBSELL.  Arison  is  now  on  leave  of  absence,  and  is  to  receive 
his  discharge  along  about  the  21st  or  22d  of  this  month. 

Mr.  Jefferis.  '^^uld  you  call  him  a  member  of  the  claims  board 
now! 
Mr.  Russell.  Yes,  sir. 

Mr.  Jefferis.  And  will  be  until  the  time  he  is  discharged! 
Mr.  RusBELL.  And  probably  afterwards.    He  is  very  familiar  with 
all  the  contractors  and  the  details  of  these  different  contracts  and  a 
very  valuable  member  of  the  board.    You  see,  our  claims  boards  are 
not  made  up  entirely  of  men  in  the  Ordnance  Department.     Our 
principal  man  in  the  claims  board  is  John  J.  Mitchell,  president  of 
the  Illmois  Trust  &  Savings  Bank;  he  was  appointed  by  the  Chicago 
Clearing  House  Association  to  represent  the  people  in  the  district. 
Mr.  Jefferis.  Who  appointed  him ! 
Mr.  RusBELL.  The  Chicago  Clearing  House  Association. 
Mr.  Jefferis.  Did  the  Government  have  to  make  his  appointment? 
Mr.  RuBSELL.  They  confirmed  his  appointment. 
Mr.  Jefferib.  Who  are  "they!" 
Mr.  Russell.  The  Ordnance  Department. 
Mr.  Jefferis.  How  many  are  on  that  claims  hoard ! 
Mr.  Russell.  The  claims  board  consists  of  five,  but  we  had  two 
or  three  alternates  and  invariably  had  a  full  board,  and  sometimes 
had  six,  and  have  had  as  many  as  seven. 

Mr.  Jefferis.  What  was  your  business  before  you  got  your  ap- 
pointment! 
Mr.  Russell.  Vice  president  of  the  Otis  Elevator  Co. 
Mr.  Jefferis.  Did  you  retain  your  position  in  that! 
Mr.  Russell.  No;  I  devoted  all  my  time  to  the  Ordnance  De- 
partment. 

Mr.  Jefferis.  After  your  appointment! 
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Mr.  RussEU^  After  my  appointment;  yes,  sir. 
Mr.  Jefferis.  Did  you  still  continue  to  draw  your  salary  from  the 
Otic  Elevator  Co. » 

Mr.  Rtjbseix.  No  ;  my  salary  was  cut  off. 

Mr.  Jbpferis.  Did  you  have  anything  to  do  with  any  contracts  of 
the  Otis  Elevator  Co.? 
Mr.  RnasELL.  Yes,  sir. 
Mr.  Jefferis.  For  the  Government! 
Mr.  Russell.  Yes,  sir. 

Mr.  Jefferis.  You  were  in  charge  for  the  War  Department! 
Mr.  Russell.  The  Otis  Elevator  Co.  secured  a  contract  for  re- 
superators  for  the  240-millimeter  howitzer  and  I  had  a  great  deal  to 
do  with  the  securing  of  that  contract. 

Mr.  Jefferis.  Before  you  went  into  the  service* 

Mr.  Russell,  Before  I  went  into  the  service ;  that  was  in  October, 
1917,  and  I  was  devoting  my  time  to  that  particular  work.  It  was 
being  gotten  out  in  the  Chicago  plant  of  the  Otis  Elevator  Co.,  and 
then  Gen.  Tripp  came  to  Chicago  to  select  chiefs  for  the  district,  and 
selected  me,  and  I  withdrew  from  the  work  at  the  Otis  plant  and 
went  in  as  ordnance  district  chief. 

Mr.  Jefferis,  Well,  did  you  have  anything  to  do  then  with  regard 
to  this  Otis  Elevator  contract  after  you  got  in! 

Mr.  RussEii.  My  office  did,  but  I  was  very  careful  not  to  pass  on 
anything  personallv.    I  let  my  assistants  do  that. 

Mr,  Jefferis.  Well,  did  you  have  anything  to  do  with  the  making 
of  the  Standard  Steel  Car  Co.  contract,  or  procurement  order! 

Mr.  Russell.  No;  that  was  made  before  I  was  in  the  service.  You 
see,  that  contract  was  along  about  October,  I  think,  1917. 

Mr.  Jefferis.  What  was  that  for,  if  you  know ! 

Mr.  Russell,  Nine  hundred  and  sixty-four  carriages  for  the  240- 
millimeter  howitzer,  Schneider  design. 

Mr.  Jefferis.  Was  there  any  formal  contract  ever  agreed  to  be- 
tween the  Government  and  this  Standard  Steel  Car  Co.  I 

Mr.  Russell.  No,  sir. 

Mr.  Jefferis.  Have  you  got  a  copy  at  ail  of  this  order;  this  in- 
formal order! 

Mr.  Russell,  Oh,  yes;  we  have  a  copy,  sir. 

Mr.  Jefferis.  Do  you  know  what  amount  they  were  to  have  for 
each  one  of  those  carriages! 

Mr.  RussELU  The  amount  was  to  be  decided  upon ;  and  the  esti- 
mates to  be  made  by  the  Standard  Steel  Car  Co.  and  Uie  Production 
Division  in  the  Ordnance  Department.  They  were  to  receive  10  per 
cent  of  that  estimated  amount. 

Mr.  Jefferis.  Did  you  ever  give  any  estimates! 

Mr.  Russell.  Oh,  yes, 

Mr,  Jefferis.  What  was  it! 

Mr.  Russell.  Washington  was  very  anxious  to  have  that  amount 
decided  upon  so  a  formal  contract  could  be  drawn,  and  the  Standard 
Steel  Car  Co.  made  up  a  very  elaborate  estimate  of  what  they  thought 
in  their  verj-  best  engineering  ability  the  carriage  would  cost. 

Mr.  Jefferis.  Do  you  know  what  it  was? 

Mr.  Russell.  $53,000. 

Mr.  Jefferis.  Per  carriage! 
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Mr.  Rdssell.  Per  carriage.  And  then  the  Chicago  office,  under  my 
directions,  had  an  estimate  made  by  our  engineers,  and  they  estimated 
that  those  carriages  were  worth  $35,000  per  carriage.  Then  they  had 
a  conference  here  in  Washington  with  the  Production  Division  and 
the  Standard  Steel  Car  people  together,  and  the  conclusion  as  to  what 
profit  they  should  be  paid  on  the  basis  of  the  Ordnance  Department 
estimate  of  $35,000  they  were  to  receive  $3,500.  They  would  not  con- 
sider it ;  they  thought  their  estimate  of  $53,000  was  more  nearly  right, 
and  they  decided  on  $10,000,  or  $4,000  profit  per  carriage. 

Mr.  Jeffekis.  Do  you  know  who  represented  the  Government  here? 

Mr.  Rdssell.  That  had  to  go  to  the  Procurement  Division,  and 
Col.  Hughes  was  then  in  the  Procurement  Division  under  Gen.  Mc- 
Roberts. 

Mr.  Jefferis.  Did  he  represent  the  Government  in  arriving  at  this 
$4,000  per  carriage  ? 

Mr.  Russell.  In  connection  with  the  men  from  the  Production  Di- 
vision, and  two  men  from  the  Chicago  office,  Messrs.  Church  and 
Vail,  and  two  engineers  that  did  the  ^:uring. 

Mr.  Jeffebis,  Was  Col.  Hughes  the  one  that  was  in  charge  of  the 
arriving  at  the  amount  tliat  was  to  be  paid  per  carriage? 

Mr.  RossEu-  Yes,  sir. 

Mr.  .Tfjteris.  As  vou  understand  it,  they  agreed  that  it  should  be 
$40,000  per  carriage"? 

Mr.  Russell.  That  was  the  estimate  of  the  cost,  and  they  were  to 
receive  10  per  cent  of  that,  a  fixed  profit  of  $4,000  per  carriage ;  irre- 
spective or  what  they  did  cost,  they  were  to  receive  $4,000  per  car- 
nage. If  they  cost  $60,000  they  only  got  the  $4,000  per  carnage;  if 
they  cost  $20,000  they  got  the  S>4,000  per  carriage. 

Mr.  Jefferis.  In  other  words,  they  were  sure  of  $4,000  per  carriage 
profit,  regardless  of  what  they  cost? 

Hr.  Russell.  Yes,  sir;  there  was  a  great  deal  of  criticism 

Mr.  Jeffbeis  (interposing).  About  when  was  that  agreed  to? 

Mr.  Russell.  August. 

Mr.  Jefferis.  1918? 

Mr.  Russell.  1918;  yes,  sir. 

Mr,  Jefferis.  Do  you  know  who  was  representing  the  Standard 
Steel  Car  Co.  at  that  conference! 

Mr.  Russeix.  Yes;  Mr.  John  Hanson,  the  president  of  the  Stan- 
dard Steel  Car  Co. 

Mr.  Jeffebis.  Anybody  else? 

Mr.  RussEU^  I  was  not  there;  I  think  possibly  Mr.  Corey  and  Mr. 
Jenks  was  not  there,  I  think. 

Mx.  Jefferis.  Who  is  Mr.  Corey  t 

Mr.  RussEU.  Mr.  Corey  is  assistant  to  the  President ;  and  then 
they  had  Mr.  W.  W.  Coleman,  at  the  time  of  his  retirement  from 
the  service  was  assistant  to  the  Chief  of  Ordnance  in  charge  of 
Artillery,  and  Maj.  Bacon,  who  was  Mr.  Coleman's  assistant;  they 
were  present  at  that  conference. 

Mr.  Jefferis.  Now,  do  you  know  what  snccess  they  had  in  making 
these  carriages? 

Mr.  RussEtt.  Yes,  sir;  they  got  under  wonderful  headway  out 
there. 

Mr.  Jefferis,  That  does  not  tell  me  anything;  how  many  did  they 
get  made? 
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Mr.  RossEii.  Well,  now,  the  contract  called  for  964,  and  when 
the  armistice  came  the  question  was  how  many  carria^^  they  wanted 
for  the  armament  of  the  country. 
Mr.  Jefferis.  How  many  had  they  made  at  the  armistice  i 
Mr.  RtrasEix.  I  will  come  to  that    They  decided  on  800. 
Mr.  Jefferis.  When;  now? 
Mr.  Russell.  After  the  armistice. 
Mr.  Jefferis.  Oh,  after  the  armistice. 

Mr.  RussEii.  And  then  they  cut  that  down  to  200,  and  they  com- 
pleted 200. 
Mr.  Jefferis.  When  did  they  cut  it  down  to  200? 
Mr.  RussBU-  Oh,  I  should  say  before  the  Ist  of  January,  along 
there. 
Mr.  Jefferis.  Who  agreed  to  that? 
Mr.  RDS8ELij.The  Ordnance  Department. 
Mr.  Jefferis.  Who  was  representing  it? 

Mr.  Russell.  I  don't  know  whdw  it  was;  I  suppose  the  Artillery 
section  here  from  the  Staff. 
Mr.  Jefferis.  Do  you  know  who  was  at  the  head  of  that  then  ? 
Mr.  RussELu  Col.  Jenks  and  Col.  R<^. 

Mr.  Jefferis.  And  you  think  it  was  about  January  1  they  cut  it 
down  to  200! 
Mr.  RussELU  That  is  about  my  recollection. 
Mr.  Jefferis.  When  was  it  it  was  cut  down  to  300? 
Mr.  Russell.  Before  that. 
Mr.  Jefferis.  But  after  the  armistice?  - 
Mr.  Russell.  Oh,  yes;  before  the  armistice  it  called  for  964, 
Mr.  Jefferis.  There  had  not  been  any  produced  ? 
Mr.  RuBSEu.  Kg,  sir. 
Mr.  Jefferis.  Had  they  made  any  ? 

Mr.  Russell.  They  had  any  Gtod's  quantity  of  the  parts  made  up;: 
nothing  completed  and  finally  passed  upon. 

Mr,  Jeffebis.  Do  you  know  who  represented  the  Government  when 
it  was  cut  down  to  800  carriages? 
Mr.  Russell.  No,  sir;  that  came  from  higher  up. 
M{.  Jeffebis.  Do  you  know  whether  there  was  any  conference  or' 
not  between  any  members  of  the  conipany  and  the  Govemmentt 

Mr.  Russell.  No;  I  think  not    I  think  it  was  an  arbitrary  de- 
cision as  to  how  many  they  needed  for  the  armament  of  the  country. 
Mr.  Jefferis,  There  was  not  any  formal  contract  in  existence? 
Mr.  Russell.  No,  sir, 

Mr.  Jefferis.  So  it  was  a  matter  that  could  be  concluded? 
Mr.  Russell.  I  don't  think  so. 
Mr,  Jefferis.  You  don't  think  so? 

Mr.  Russell.  No;  they  could  not  do  that  with  you  or  me  if  you 
had  orders  for  964  carriages  and  preparations  made  to  build  them, 
to  say,  "  I  won't  take  any." 
Mr,  Jefferis.  You  say  you  couldn't  do  that? 
Mr.  Russell.  No;  I  don't  think  it  would  be  fair  or  justice, 
Mr.  Jefferis.  Did  you  have  anything  to  do  with  saying  whether 
the  200  were  to  be  completed  ? 
Mr.  Russell.  Yes,  sir, 
Mr.  Jefferis.  What  did  you  do? 
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Mr.  RussiXL.  We  did  eTerything  we  could  to  get  the  200  com- 
pletad  as  quickly  as  possible. 

Mr.  Jeffebis.  When  did  you  get  theiu  completed  ? 

Mr.  RuSBRLi..  I  think  it  was  along  about  the  1st  of  June. 

Mr.  Jepferis.  1919  ? 

Mr.  RtrssEtL.  1919. 

Mr.  Jefperis.  Were  they  delivered  and  accepted  by  the  Govern- 
ment? 

Mr.  Rdssell.  Delivered  and  accepted. 

Mr.  jBFFERia.  Do  you  know  to  whom  they  were  delivered? 

Mr.  Russell.  The  inspector  of  ordnance  accepted  them  and  they 
were  shipped,  most  of  them,  to  the  Erie  Proving  Grounds. 

Mr.  Jefferis,  Do  you  know  who  the  inspector  was? 

Mr.  Rdssell.  Maj.  Bayliss. 

Mr.  Jefferis.  Now,  was  there  some  contract  entered  into  by  the 
Standard  Steel  Car  Co.  with  some  electric  company? 

Mr.  Russell.  Yes,  sir. 

Mr.  Jeffebis.  When  was  that? 

Mr.  Russell.  That  was  early  in  1918. 

Mr.  Jefferis,  What  sort  of  contract  was  that  ? 

Mr,  Russell.  It  was  a  contract  for  the  electric  wiring  for  the  car 
lines  and  the  lighting  and  motors,  etc.  It  was  piven  to  them — ^they 
■callBd  themselves  the  Standard  Electric  something — a  company  not 
incorporated,  we  found  out  afterwards — on  the  cost  phis  basis. 
When  they  made  that  arrangement  there  was  an  officer  stationed--^ 

Mr.  Jeffebis  (interposing).  Now,  let  me  get  that.  Did  the  Stand- 
ard Steel  Car  Co.  make  this  arrangement  with  the  Standard  Elec- 
tric Co.? 

Mr.  Russell.  The^  made  the  preliminary  arrangement,  but  .. 
could  not  go  into  eflfect  without  the  approval  of  the  Ordnance  De- 
partment. 

Mr.  JpjTERie.  Do  you  know  who  approved  it? 

Mr.  Russell.  Yes;  Maj.  Park,  who  was  the  production  officer  at  the 
Standard  Steel  Car  Co.  plant. 

Mr.  Jeffebis,  Was  he  a  Government  officer,  you  say? 

Mr.  Russell.  Yes;  Maj.  Park. 

Mr.  Jeffebis.  Go  ahead  and  describe  about  that. 

Mr.  Russell.  Maj.  Park  appTOved  this  contract,  and  it  was  cost- 
plus  basis,  and  it  ran  along  and  exceeded  very  much  what  we  thought 
the  amount  should  be  for  that  work. 

Mr.  Jefferis.  Well,  in  what  regard;  bow  much? 

Mr.  Russell.  Oh,  it  ran  a  very  large  amount.  The  original  esti- 
mate was,  I  think,  $40,000  or  $50,000,  and  it  ran  away  up  to  about 
$180,000,  or  some  such  figure  as  that. 

Mr,  Jefferis.  Was  that  something  that  you  discovered  out  there 
yourself  ? 

Mr.  Russell,  Yes,  sir.  There  are  one  or  two  very  unpleasant 
things  in  connection  with  the  Standard  Steel  Car  Co.  I  do  not  know 
whether  it  has  been  brought  to  your  attention  or  not.  That  is  per- 
haps one  of  the  reasons  why  the  newspapers  said  more  or  lass  about 
it.  This  Standard  Electric  Co.,  I  thinli  you  would  call  it  an  attempt 
to  bribe  one  of  the  men  of  the  Standard  St«el  Car  Co.,  a  man  by  the 
name  of  Schneider;  they  presented  him  with  a  very  lovely  chest  of 
silver,  delivered  to  his  house,  and  I  understand  it  cost  about  $600. 
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When  I  beard  of  it,  and  I  beard  of  it  very  soon  after  it  happened.  I 
ordered  it  sent  back  and  ordered  the  Standard  Steel  Car  Co.  to  take 
Schneider  off  the  work.  That  was  a  subcontractor  trying  to  bribe 
one  of  the  employees  of  the  Standard  Steel  Car  Co.  That  was  one. 
Mr.  Jefferis.  Was  that  while  the  Standard  Electric  Co.  was  put- 
ting in  this  work? 

Mr.  Russell.  While  the  Standard  Electric  Co.  was  putting  in 
this  work.    And  it  looked  very  wrong  to  me. 

Mr.  Jefferis.  Especially  in  view  of  the  fact  that  the  cost  was  so 
iar  in  excess? 

Mr.  RtTBSELL.  Yes;  it  looked  awful  bad,  and  I  wanted  the  Stand- 
ard Steel  Car  Co.  to  discharge  Schneider.  I  did  not  have  the  power 
to  discharge  him ;  all  I  could  do  was  to  take  him  off  the  work,  and  he 
was  taken  off  the  work.  And  that  was  reported  to  the  Military 
Intelligence  and  the  Department  of  Justice,  and  they  made  very  ex- 
haustive investigations  of  the  matter.  Ajid  then  there  was  another— 
would  you  like  the  other? 

Mr.  Jefferis  (interposing).  Tes. 

Mr.  Russell.  One  of  the  young  officers  of  the  Army,  at  Hammond, 
Ind.;  you  are  doubtless  aware  how  the  situation  is  there  at  Ham* 
mond  and  around  Chicago — he  had  an  automobile,  and  he  thought 
he  would  like  to  trade  it  in  for  a  better  car,  and  he  went  to  an  auto- 
mobile concern  in  Hammond  to  see  if  he  could  arrange  for  a  trade, 
and  they  said  they  would  allow  him  $350  for  his  old  car ;  it  was  not 
satisfactory,  and  he  would  not  make  the  exchange.  And  later  on 
they  offered  him  $750  for  his  old  car,  which  he  thought  was  all 
r^nt,  and  he  accepted  it.  And  then  I  found  out  that  Mr.  Standard 
Electric  Co.  had  paid  the  difference  between  the  $350  and  $750,  so 
I  hopped  on  that,  and  had  them  pay  him  back.  Those  are  the  two 
smelly  things  in  connection  with  that. 

Mr.  Jeffebis.  Who  was  the  Standard  Electric  Co.  ? 

Mr.  Kdssell.  The  company  was  composed  of  two  or  three  men;  I 
do  not  know  their  names  now ;  I  do  not  recall.  I  would  recall  them 
if  they  were  mentioned.  I  found  they  had  done  very  good  work  in 
that  district  for  the  Mark  Co.,  and  also  a  great  deal  of  work  for  the 
steel  company  at  Gary,  Ind.,  and  had  done  very  satisfactory  work. 
The  names  of  those  men  I  can  not  recall,  but  they  finally  "  busted." 
They  did  not  settle  with  their  creditors  for  100  cents  on  the  dollar;  I 
do  not  know  just  what  they  did  pay.  We  held  up  on  them  and  did 
not  let  the  vouchers  go  through. 

Mr.  Jefferis.  How  much  did  you  hold  up  on  them! 

Mr.  Russell.  I  do  not  recall  now. 

Mr.  Jefferis.  Did  they  ever  get  that  amount  afterwards? 

Mr.  RussELU  No ;  not  directly. 

Mr.  Jefferis.  Did  they  ever  get  it  from  the  Stendard  Steel  Car  Co.  ? 

Mr.  KnasELL.  I  don't  know. 

Mr,  Jefferis.  Did  the  Standard  Steel  Car  Co.  pay  them  in  the  first 
instance — pay  this  Stendard  Electric  Co.? 

Mr.  HussELL.  They  would  make  payments  and  be  approved  by  the 
proper  officers  in  the  Ordnance  Department,  and  then  be  reimbursed. 
They  would  make  oftentimes  the  official  payments  and  have  the  thing 
checked  up,  and  then  the  department  would  pay  them.  That  is  the 
usual  procedure. 
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Mr.  Jefferis.  Do  you  know  whether  or  not  the  Standard  Steel  Car 
Co.  did  make  any  settlement  with  this  Standard  Electric  Co.? 

Mr,  RnssELi.  No,  sir;  I  don't  know  what  settlement  they  made. 

Mr.  Jeffehis.  You  don't  know  even  now  ? 

Mr.  Bdssell.  No,  sir. 

Mr.  Jeffbris.  You  don't  know  whether  any  amount  was  ever  ap- 
proved hy  any  Government  official  for  the  Standard  Electric  Co.  i 

Mr.  KussEix.  No,  sir. 

Mr.  Jefferis.  What  objection  did  the  Standard  Steel  Car  Co.  have 
to  discharging  this  man  Schneider  that  you  speak  of ! 

Mr.  BussELL,  He  was  a  very  capable  engineer,  and  they  did  not 
see  that  it  was  very  wrong.  1  talked  to  mem  a  number  of  times 
about  it.  The  silver  was  delivered  to  his  wife,  and  they  claimed  that 
Schneider  immediately  ordered  it  returned;  that  he  would  not  accept 
it.  They  thought  Schneider  had  not  been  very  negligent,  but  I 
thought  ne  had  oeen. 

Mr,  Jefferis.  With  whom — what  members  of  the  Steel  Car  Co.  did 
you  take  this  matter  up  with! 

Mr.  EtissEU.  Mr.  Jenks. 

Mr.  Jefferis.  What  is  his  position! 

Mr,  RosaELi.  He  was  assistant  to  the  president,  and  at  the  Ham- 
mond plant  of  the  Standard  Steel  Car  Co. 

'Mr.  Jefferis.  Do  you  know  what  became  of  this  man  Schneider ! 

Mr,  RosaEii.  They  wanted  to  send  him  abroad  on  some  work  of 
the  company,  and  I  objected  to  his  being  sent  out  of  the  country  on 
account  of  the  Department  of  Justice  looking  into  it,  and  it  ran  along 
for  some  time,  and  I  understand  he  did  finally  go  abroad,  although 
he  may  be  back  at  this  time. 

Mr.  Jefferis.  Do  you  know  in  what  capacity  he  went  abroad? 

Mr.  Rdssell,  For  the  company;  just  a  commercial  proposition. 

Mr.  Jefferis,  What  is  this  Standard  Steel  Car  Co.;  quite  a  big 
institution  ? 

Mr,  Russell.  Oh,  yes;  a  whale  of  an  institution.  They  have  a  big 
plant  at  Hammond,  Ind.,  and  one  at  Butler,  Pa. ;  their  main  office  is 
at  Pittsburgh,  and  they  have  a  plant  at  Worcester,  Mass.  They 
make  standard  passenger  cars  and  freight  cars.  And  you  have  all 
heard  of  Diamond  Jim  Brady;  he  died  a  few  years  ago.  He  was 
vice  president  of  the  company  and  a  very  successful  salesman,  I 
mention  that  to  identify  the  company. 

Mr.  Jefferis.  Do  you  know  the  leading  stockholders  in  this  Stand- 
ard Steel  Car  Co.? 

Mr.  Rdssfjx.  I  haven't  the  slightest  idea. 

Mr.  Jefferis.  You  say  the  president  is  John  Hanson? 

Mr.  Russell.  Yes;  he  was  assistant  to  Mr.  Vauclain,  of  the  War 
Industries  Board,  at  one  time.  I  think  Mr,  Vauclain  is  president  of 
the  Baldwin  Locomotive  Co. 

Mr.  Garrett.  This  company  also  controls  the  Baldwin  company 
by  stock  ownership. 

Mr.  Jefferis,  You  say  Mr.  Hanson  was  his  assistant  at  one  time? 

Mr,  Russell.  Yes,  sir. 

Mr.  Jefferis.  During  what  time? 

Mr.  Russell.  During  the  main  part  of  the  war;  I  think  from  the 
time  he  wune  on  the  job  in  February  until  pretty  near  the  armistice. 
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1  did  not  keep  track  of  him  at  all ;  I  knew  he  was  down  here  in 
Washington. 

Mr.  Jeffekis.  Do  you  know  whether  Mr.  Corey  was  in  Washington 
during  the  war! 

Mr.  BussEu.  Oh,  more  or  less ;  yes,  sir. 

Mr.  Jefferis.  What  was  he  doing? 

Mr.  Russell.  Tlie  Standard  Steel  Car  Co.  had  a  number  of  con- 
tracts. They  had  tliis  contract  for  the  240-millimeter  carriage,  and 
also  a  shell  contract,  and  they  had  at  the  Worcester  plant  a  contract 
for  155-millimeter  carriages,  and  at  the  Butler  plant,  outside  of 
Pittsburgh,  I  do  not  know  just  what  they  had  there.  They  also  had 
contracts  from  the  Railroad  Administration. 

Mr.  Jefferis,  Making  cars? 

Mr.  Russell.  Making  cars;  they  had  a  great  many  contracts. 

Mr.  Jefferis.  Were  uiey  making  many  cars  for  the  Railway  Ad- 
ministration ? 

Mr.  Russell,  Oh,  I  would  not  know  that.  I  knew  they  were 
Dialling  quite  a  few  cars.  I  know  they  had  a  fire  in  their  paint  shop 
and  destroyed  a  number  of  cars,  and  they  said  those  were  for  the 
Government. 

Mr.  Jefferis.  Where  was  that  fire? 

Mr.  Russell.  At  Hammond. 

Mr,  Jefferis.  Were  they  making  numerous  cars  at  Hammond  ? 

Mr.  Russell.  I  would  not  be  in  position  to  say  that  other  than  I 
had  the  -shops  pointed  but  to  me,  and  they  would  say  that  was  the 
shops.  Other  than  the  ordnance,  I  did  not  look  into  it;  the  only 
thinfj  I  was  interested  in  was  whether  the  ordnance  material  was 
gettmg  on. 

Mr,  Jefferis.  What  sized  plant  have  they  at  Hammond? 

Mr.  Russell.  Oh,  a  large  plant. 

Mr,  Jefferis.  A  great  many  acres! 

Mr.  Russell.  I  don't  know  how  many  acres. 

Mr.  Jefferis.  Their  business  before  tne  war  was,  as  I  understand, 
making  cars! 

Mr.  Russell.  Yes,  sir. 

Mr.  Jefferis.  Were  they  doing  anything  else  before  the  war? 

Mr.  Russell.  I  don't  know. 

Mr.  Jefferib.  Passenger  and  freight  cars? 

Mr.  Russell.  Passenger  and  freight  cars;  yes,  sir. 

Mr,  Jefferis.  Were  there  any  buildings  constructed  by  tlie  Gov- 
ernment or  paid  for  by  the  Government  there? 

Mr.  Russell.  Oh,  yes. 

Mr.  Jefferis.  What? 

Mr.  Russell.  I  think  we  allowed  them  in  the  increased  facilities, 
I  think  it  was  $350,000  for  buildings;  I  am  not  sure  that  figure  is 
right.  And  then  we  allowed  them  for  increased  facilities  about 
12,000,000,  I  think,  for  eg:uipment. 

Mr.  Jefferis.  For  eguipment? 

Mr.  RcBSELL.  Yes,  sir. 

Mr.  Jefferis.  What  kind  of  equipment? 

Mr.  Russell.  To  make  gun  carriages. 

Mr.  Jefferis,  You  mean  machinery? 

Mr.  Russell.  Yes,  sir. 

Mr.  Jefferis.  And  tools? 
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Mr.  EcssELL.  Yes,  sir;  and  general  increased  facilities.  You  see, 
there  were  a  lot  of  things.  Tne  Standard  Steel  Car  Co.  were  very 
familiar  with  all  kinds  of  pressed-steel  work,  because  nearly  all  cars 
now  are  made  of  steel,  and  in  connection  with  this  gun  carriage 
there  is  a  great  deal  of  pressed  steel,  and  working  it  they  got  up 
some  wonderful  machines  to  do  this  work  in  connection  with  the  gun 
carriage. 

Mr.  Jefperis.  Did  they  make  the  machinery? 

Mr.  Russell.  They  designed  it ;  I  don't  think  they  made  it, 

Mr.  Jefteris.  Do  you  know  who  made  it? 

Mr.  Russell.  No,  sir;  that  would  all  be  of  record,  because  any 
machine  that  was  ordered  had  to  be  approved  by  the  production 
officer  at  the  plant. 

Mr.  Jejterib.  Who  was  the  production  officer  at  the  plant? 

Mr.  Russell.  Maj.  Park. 

Mr.  Jefferis.  During  all  of  the  time? 

Mr.  Russell.  Not  allthe  time,  Maj.  Park  went  on  there,  I  should 
think,  about  in  March,  1&18.  And  then  he  was  removed  and  then 
they  put  in  Jesse  E.  Vail.  Mr,  Vail  in  private  life  had  been  general 
manager  of  the  Fairbanks,  Morse  &  Co.,  and  later  general  manager 
of  the  Maxwell  Motors  Co,  A  very  high-grade  man.  He  was  out 
there  to  approve  these  things,  to  see  that  nothing  was  expended  that 
was  not  absolutely  necessary. 

Mr.  Jefferis.  Now,  as  I  understand  it,  the  Government  paid  about 
$2,000,000  for  machinery  and  tools? 

Mr.  RuBsELL.  Yes,  sir. 

Mr,  Jefteris.  To  be  installed  there? 

Mr.  Russell.  Yes,  sir, 

Mr.  Jefferis.  And  what  buildings  did  this  $350,000  go  into? 

Mr.  Russell.  They  added  on — they  had  a  car  shop  and  they  added 
on  to  that  car  shop ;  that  is,  extended  it  along.  And  then  they  put 
up  a  warehouse  and  numerous  other  buildings  about  there. 

Mr.  Jefferis.  Did  they  build  a  hotel  ? 

Afr.  Russell.  They  built  a  hotel  just  on  the  entrance;  yes. 

Mr.  Jefferis,  How  big  a  hotel? 

Mr.  Russell.  About  a  three-story  hotel,  I  think  it  was;  about 
three  stories. 

Mr.  Jefferis.  Do  you  know  what  that  cost? 

Mr.  Russell.  No;  but  it  must  have  cost  considerable  money. 

Mr.  Jefferis.  One  hundred  thousand  dollars? 

Mr.  Russell.  Oh,  yes;  more  than  that,  I  should  say.  I  never  seen 
the  figures,  but  I  would  say  considerably  more  than  that. 

Mr.  Jefferis.  When  was  that  constructed  ? 

Mr.  Russell.  During  the  summer  of  1918. 

Mr.  Jefferis,  Do  you  know  how  many  rooms  it  has? 

Mr.  Russell.  No;  I  never  was  in  it. 

Mr.  Jefferis,  Mr,  Russell,  did  you  have  anything  to  do  with  the 
passing  upon  the  award  and  final  settlement  of  t£is  claim  of  the 
Standard  Steel  Car  Co,  recently? 

Mr.  RussELi,.  Yes;  I  had  a  great  deal  to  do  with  it,  in  as  much 
as  I  was  in  on  it  at  the  start  and  did  most  of  the  work  on  it — that 
is  directing  the  work  up  to  the  final  award.  I  was  not  present  at 
the  meeting  on  the  award. 
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Mr.  Jeffbhis,  In  other  words,  you  were  away — during  what 
period! 

Mr.  Russell,  My  resignation  was  accepted  as  of  August  5,  and  I 
went  away  August  12  ana  came  back  September  12. 

Mr.  Jeffeeis.  Mr.  RuBsell,  whatever  bettween  August  12  and  Sep- 
tember  12  you  had  no  personal  knowledge  of  or  connection  with? 

Mr,  Russell.  No  personal  knowledge;  no,  sir;  only  I  had  more  or 
tcss  mapped  out  what  should  be  attempted  to  be  accomplished. 

Mr.  Jeftehis.  Have  you  in  yonr  possession  the  original  claim 
(hat  was  filed  by  the  Standard  Steel  Car  Co.! 

Mr.  Russell.  We  have  it  of  record;  yes.  It  is  a  very  elaborate 
and  wonderfully  well  drawn-up  claim.    I  haven't  it  with  me. 

Mr.  Jefferis.  Where  is  it! 

Mr.  Russell.  I  th,ink  it  is  down  in  the  Ordnance  Department  I 
could  get  it  for  you.    If  it  is  not  there,  it  is  in  the  Chicago  office. 

Mr.  Jefferis.  Do  you  know  when  the  original  claim  of  the  Stan- 
dard Steel  Car  Co.  was  filed! 

Mr.  Russell.  June  24,  1919. 

(Here  followed  informal  discussion  which  the  reporter  was  di- 
rected not  to  take.) 

Mr.  Jefferis.  I  do  not  care,  so  far  as  I  am  concerned,  Mr.  Graham, 
to  cross-examine  anybody  about  this  unless  I  start  in  at  the  incep- 
tion of  it 

Mr.  Graham.  Unless  you  can  start  with  the  claims,  you  mean! 

Mr.  Jefferis.  Surely. 

Mr.  Graham.  Well,  I  think  you  are  right  about  that.  Did  you 
want  to  ask  the  witness  anything  now,  Mr.  Garrett! 

Mr.  Garbett.  I  had  noted  one  or  two  questions  here,  but  one  of 
those  would  touch  upon  the  claim  proposition,  so  I  shall  not  ask  that. 

Mr.  RuBsell,  you  spoke  of  a  Mr.  Jenks,  who  was  assistant  to  the 
president  of  the  Standard  Steel  Car  Co.! 

Mr.  Russell.  Yes,  sir. 

Mr.  Garheit.  Was  that  the  same  gentleman  who  subsequently  be- 
came an  oflScer  in  the  Ordnance  Department?  There  is  an  officer  by 
the  name  of  Jenks. 

Mr.  Russell.  No:  it  is  an  entirely  different  man.  Col.  Jenks  is  at 
the  head  of  one  of  the  divisions  here.  He  is  a  Regular  Army  officer. 
This  is  not  the  same  man. 

Mr.  Garrett.  I  think,  Mr.  Chairman,  that  is  all. 

Mr.  Jefferis.  I  think  I  might  ask  one  other  question.  Who  was 
Col.  Arrison! 

Mr.  Russell.  Col.  Arrison  was  sent  on  to  Chicago  at  my  request — 
he  was  then  Ma]'.  Arrison — to  help  me  out  in  the  district  office.  He 
had  been  in  Washington  for  a  considerable  period,  and  before  going 
into  the  service  was  an  efficiency  engineer.  He  offered  his  services 
to  the  Government  and  received  the  commission  of  major.  I  needed 
somebody  in  Chicago  that  vi&s  familiar  with  manufacturing  and 
metal  work,  and  I  liked  Col.  Arrison's  general  make-up,  his  type, 
his  knowledge,  etc.,  and  I  asked  for  his  transfer  to  Chicago.  He 
acted  as  one  of  mv  assistants. 

Mr.  Jefferis.  You  say  he  had  been  an  efficiency  engineer  before 
the  war! 

Mr.  Russell.  Yes,  sir. 

Mr.  Jefferis.  With  what  company! 
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Mr,  Russell.  The  Emmerson  Co. 

Mr.  JEFFEBI8.  What  sort  of  company  is  that! 

Mr.  Russell.  Well,  they  stand  very  well  as  engineers  that  are 
called  in  by  big  plants  to  look  over  their  work.  They  stand  verr 
well.  Mr.  Emmerson  writes  a  number  of  articles  that  are  consiti- 
ered  to  be  very  good. 

Mr.  Jefferis.  You  mean  it  is  a  construction  company? 

Mr.  Russell.  No;  they  are  these  engineers  that  are  called  in  by 
big  manufacturing  i)lants  to  look  them  over  and  see  whether  they 
are  turning  out  Uieir  work  properlj^  and  whether  they  have  the 
proper  tools,  and  whether  the  work  is  flowing  through  their  shop 
properly.  They  are  called  efficiency  engineers.  It  is  a  good  deal  of 
the  same  general  type,  only  in  a  smaller  way,  as  the  General  Goethals 
Co. :  you  know  they  are  called  efficiency  engineer- 

Mr.  jEPFERia.  Where  is  the  Emmerson  Co.  located? 

Mr.  Russell.  In  Chicago. 

Mr.  Jefferis.  How  old  a  man  is  Col.  Arrison! 

Mr.  Russell.  I  should  say  45 ;  between  45  and  50. 

Mr.  Jefferis.  Has  the  Otis  Elevator  Co.  settled  its  claims  with  the 
Government? 

Mr.  Russell.  I  think  not ;  I  am  not  sure.  I  am  not  allowed  to  sit 
in  on  any  claim  or  anything  pertaining  to  the  Otis  Elevator  Co.  un- 
der the  ruling  from  the  War  Department. 

Mr,  Jefferis.  Do  you  know  whether  or  not  it  has  a  claim  pending? 

Mr.  Russell.  Yes — no:  I  think  it  was  passed  last  week.  I  think 
it  was  before  the  board  last  week,  on  Friday.  I  was  not  in  town 
Friday. 

Mr.  Jefferis.  So  I  suppose  you  dq  not  know  what  happened? 

Mr.  Russell.  No,  sir ;  I  have  no  knowledge  of  it. 

Mr,  Jefferis.  How  much  did  these  200  carriages  cost  apiece? 

Mr.  Russell.  I  could  not  tell  you.  I  have  lieard  an  estimate  as 
to  what  they  were  costing. 

Mr.  Jefferis.  Did  not  the  Government  pay  for  them  when  they 
took  them  over  in  June? 

Mr.  Russell,  Oh,  yes;  they  paid  for  the  work  as  it  went  along 
you  know. 

Mr.  Jefferis.  Paid  for  the  work  as  it  went  along? 

Mr.  Russell.  Yes,  sir;  for  the  labor  and  all  that. 

Mr.  Jefferis,  And  yet  you  do  not  know  what  it  cost  per  carriage? 

Mr.  Russell.  I  ?  Why,  why  should  I  be  expected  to  know  ?  I  had 
a  thousand  contracts  out  there.  I  would  not  go  into  a  thing  like 
that. 

Mr.  Jefferis,  I  should  suppose  that  if  that  was  one  of  the  prin- 
cipal contracts  you  would  have  had  some  knowledge  about  it. 

Mr.  Russell.  They  have  men  out  tliere— that  could  easily  be  dug 
out  at  any  time. 

Mr.  Jefferis.  Have  you  not  any  idea  what  it  cost?  You  were 
chief,  were  you  not! 

Mr.  RussEti,  Yes,  sir. 

Mr.  Jfjferis.  Have  you  not  any  idea  what  they  cost! 

Mr.  Russell.  Yes,  sir. 

Mr.  Jefferis.  Can  you  tell  us! 

ilr.  Russell.  I  have  told  you  I  heard  what  they  cost,. 

Mr.  Jefferis.  Well,  what  was  it! 

— -"-"-'gi^' 


Mr.  RnsSEtL.  Well,  about  $23,000  apiece.  Thej  were  getting  down 
to  that  on  the  last  ones, 

ilt.  Jeffekis.  That  7as  the  average  cost,  as  you  understand  it? 

Mr.  Russell.  Oh,  no;  I  do  not  understand  it  that  way;  no.  The 
first  ones  cost  away,  away  up. 

Mr.  Jeffebis.  Of  course,  that  did  not  take  into  consideration  this 
$2  000,000? 

Mr.  Rdssell.  No.  As  I  understand  it,  the  labor  and  material  that 
entered  into  them — not  part  of  the  increased  facilities  or  proportion 
of  the  overhead  expense — more  or  less  a  labor  and  material  proposi- 
tion. 

Mr.  Jefferis.  Do  you  know  whether  the  Government  paid  the 
conipany  $4,000  per  carriage  profit  also  during  the  construction) 

Mr.  Russell.  It  paid  nothing  on  profit  until  the  final  settlement 
of  profit. 

Mr.  Jeftebis.  That  is  all. 

{Thereupon,  at  4.40  o'clock  p.  m.,  the  subcommittee  adjourned,  to 
meet  at  the  call  of  its  chairman.) 
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Subcommittee  No.  5  (Okdnance) 

OF  THE  Select  Committee  on 

ExFESDlTCREa    IN     THE     WaR     DEPARTMENT, 

House  of  Representatives, 
Washington,  D.  C,  Wednesday,  October  15, 1919. 
The  subcommittee  met  at  10  o'clock  a,  m.  pursuant  to  adjoununent 
on  yesterday,  Hon.  W,  J,  Graham  (chairraan)  presiding.    Also  pres- 
eot:  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  Garrett. 

TESTIKOFT  OF  CHABLES  A.  SEAGAIT,  OF  BBIOOS  &  TUBIVAS, 
WESTHIHSTEB  BUILDINO,  CHICAOO,  ILL. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Mr.  Rea^n,  where  do  you  live? 

Sir.  Reagan.  In  Chicago,  No.  849  Cornelia  Avenue. 

Mr.  Graham.  What  is  your  age,  lieutenant? 

Mr.  Reagan,  Thirty-three. 

Mr.  Graham.  Where  you  connected  with  the  military  department 
duringthe  recent  war? 

Mr.  Reagan.  I  went  through  Fort  Sheridan  in  the  Reserve  Officers' 
Training  Camp,  and  at  the  close  of  the  camp  on  account  of  havin^g 
been  connected  with  various  firms  engaged  in  the  iron  and  steel  busi- 
Bess  and  in  the  business  management  thereof,  they  transferred  me  to 
the  Ordnance  Department  with  commission  of  first  lieutenant. 

Mr.  Graham,  How  long  were  you  with  the  Ordnance  Department? 

Mr.  Reagan.  From  the  27th  of  November,  1917,  until  the  5th  of 
June.  1919. 

Mr,  Graham,  Since  your  release  from  the  service  what  have  you 
been  doing? 

Mr.  Reagan.  I  am  buying  and  selling  iron  and  steel  for  Briggs  & 
Tarivas.  Chicago, 

Mr.  Graham.  Are  they  what  is  commonly  called  scrap-metal  men? 

Mr.  Reagan.  Scrap,  iron,  and  steel ;  not  metal. 

Mr.  Graham.  A  well  established  firm,  are  they? 

Mr.  Keagan.  They  are  rated  at  over  a  million 
should  say,  last  rear  a  business  around  fifty  millioi 
over,  or  it  was  t"hat  volume  of  business  handled. 

Mr.  Gr*ham.  How  old  a  firm  are  they? 

Mr.  Reagan.  The  firm  started  in  1911  as  Brigp 
vionslv  to  that  time  both  gentlemen  had  put  in 
years  in  the  iron  and  steel  business. 

Mr.  Graham.  Their  financial  standing  is  good, 

Mr.  Reagan.  Yes,  sir;  both  gentlemen  are  i 
age  and  formerly  employed  by  others  in  the  same  1 
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Mr.  Graham.  Since  your  connection  with  the  service  have  you  had 
at  any  time  any  relationship  in  any  way  with  the  Standard  Steel  Car 
Co.  relative  to  the  purchase  of  certain  salvaged  materials  from  their 
plant? 

Mr.  Reagan.  I  called  upon  Mr.  Jenks  and  Mr.  Corey  relative  to 
handling  the  deal  for  them  if  the  mtiterial  was  turned  over  to  them. 

Mr.  Graham.  Who  are  they  ? 

Mr.  Beaqan.  Well,  I  think  Mr.  Jenks  was  formerly  a  major  in  the 
position  of  plant  manager,  I  think  ordnance  manager  for  the  Stand- 
ard Steel  Car  Co,    I  think  Mr.  Corey  is  one  of  their  vice  presidents. 

Mr.  Graham.  Of  the  Standard  Steel  Car  Co.? 

Mr,  Heagan.  Yes,  sir. 

Mr.  Graham.  Did  you  afterwards  make  a  bid  for  the  salvaged 
material  that  was  in  the  establishment  of  the  Standard  Steel  Car 
Co.  at  Hammond.  Ind.? 

Mr.  Reagan.  We  made  a  bid  to  the  Ordnance  Department  Claims 
Board,  trying  to  get  the  material,  as  we  could  not  get  any  satisfaction 
from  the  Standard  Steel  Car  Co,  relative  to  handling  the  ma- 
terial for  them  or  purchasing  it  from  them  if  they  got  it. 

Mr.  Graham.  After  you  talked  with  them  you  got  no  satisfaction 
from  them  at  all? 

Mr.  Rbaoan.  No,  sir.  They  said  they  had  their  own  organization 
and  salesmen  and  that  their  organization  was  not  particularly  busy 
at  the  time  on  account  of  the  fact  that  the  Railroad  Administration 
gave  them  no  further  car  orders,  and  that  they  wanted  to  keep  their 
own  organization  busy,  and  that  they  could  best  handle  it  them- 
selves. 

Mr.  Graham,  When  did  you  put  in  a  bid  for  this  material  to  the 
Government  t 

Mr.  Reagan.  We  put  in  our  first  bid  I  think  the  19th  of  September, 
and  followed  that  up  by  a  supplemental  letter  on  the  20th,  a  copy 
of  which  you  have  there. 

Mr,  Graham.  Was  vour  letter  on  the  19th  of  September  a  formal 
bid( 

Mr,  Rea«an,  Yes.  sir.  We  bid  in  that  letter  some  figure.  I  think, 
such  as  15  per  cent  of  the  original  cost  without  any  work  having 
been  done  on  it;  that  is,  the  original  cost  of  the  United  States 
Government  Then  we  made  it  a  little  more  specific  in  this  other 
letter  here. 

Mr.  Graham.  In  connection  with  your  testimony  we  will  let  these 
letters  of  September  19  and  20  go  into  the  record, 

Chicago,  September  19,  1919. 
Obicaqo  Claius  Boabd, 

ISS  Bait  Superior  Street, 

Chicago,  IIL 

Gerhcuem  :  1.  IteferrtDg  to  the  materials  at  the  Standard  Car  Co.,  at  Ham- 
mond, Ind.,  and  as  Inspected  bjr  us,  we  bereby  offer  you  15  per  cent  ot  the 
original  cost  valae  ot  the  raw  materials  of  this  lot  Our  proposition  Is  based 
on  the  ground  and  we  will  load  the  material  at  our  own  expense. 

2.  We  will  also  pay  the  storage  charge  on  the  materials  puivhased.  We 
ttgore  that  we  should  be  able  to  remove  the  material  Id  60  to  90  days. 

S.  It  1b  Important  that  we  know  In  48  hours  time  if  our  proposition  is 
accepted. 

4.  Tmstlng  It  will  receive  favorable  consideration  at  your  bands,  we  are. 
Tours  very  truly, 

BBIGGB   a    TUBIVAB. 

By  F.  B.  Pakkeb,  General  Uanag«r. 
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Chicago,  September  20,  I9I9. 

CulCiOO   Cl^lMS    BOAKD. 

}35  Enut  Superior  Street,  Chicago,  III. 

Gkstlemes  :  1.  RefprrlDK  to  our  bid  at  13  r*r  cent  of  tlie  Invoice  coat  price 
per  pound  to  the  United  States  Qovernment  (or  direct  raw  materials,  wtilch 
Includes  steel  sheets,  plates,  bars,  anffles,  channels,  billets,  I-beams,  the  majority 
or  nbicli  are  cut  to  size  and  partly  fabricated ;  also  rivets,  bolts,  nuts,  screws, 
and  so  forth— from  Information  furnished  to  us  by  the  United  States  Govern- 
ment men  at  the  StamUird  Steel  Cur  Co.  plant  at  Hammond,  Ind.,  we  Hgure 
that  these  should  welKh  out  approximately  18,000  or  20.000  tons. 

3.  We  are  not  In  position  to  g\ve  an  estimate  of  the  amount  of  Indirect  ma- 
terials, supplies,  etc.,  on  hand  at  tlie  plant  of  the  Standard  Steel  Cur  Co. 
as  this  inCorniutlon  has  not  been  furnished  to  us,  but  we  will  pay  15  per  cent 
of  the  Invoice  coKt  price  to  the  United  States  Government  for  this  material. 

3.  For  the  component  parts  that  are  applicable  to  the  products  turned  out 
by  the  Standard  Steel  Car.  Co.  for  the  United  States  Government,  we  will  pay 
tiie  iparket  prices  for  ttie  materials  used  In  ttie  manufacture  of  such  parts  as 
they  could  only  be  used  for  scrap  or  remetting,  which  prices  are  as  follows: 

Forge  scrap per  gross  ton_.  $16.00 

Steel  bar  and  plate  scrap do 16.00 

Steel  bar  and  plate  .scrap,  etc do 16.00 

C"j>i>er  scrap per  pound..        .  20 

Yellow  brass  scrap do .  11 

lied  brass  scrap do .  16 

Lead  scrap do .  04* 

We  irndprstanri  that  there  Is  not  a  large  tonnage  of  this  material. 
Yours,  very  truly, 

Brioob  &  TtnuTAa, 
By  F.  B.  Pahkeb,  Oeneral  Manager. 

Sir.  Gn.\HAM.  To  whom  were  those  letters  sent? 

Mr.  Keaoan.  The  letters  were  sent  to  the  Clnims  Board  at  Chicago. 
The  one  on  the  20th  sent  by  messenger  and  the  one  on  the  19th  does 
not  state  but  I  think  it  was  also  sent  by  messenger. 

Mr,  Gr.\iiam,  Did  you  ever  hear  anything  from  them? 

Mr.  Reagan,  As  to  that  we  simply  heard  that  our  bid  was  not 
accepted,  and  that  was  all. 

Mr.  Graham.  Did  you  hear  that  officially  or  in  a  roundabout 
way ! 

Sir.  Reaoan.  Well.  I  do  not  know.  Mr.  Parker,  our  general  man- 
ager, called  up  the  Claims  Board  and  asked  them  about  it,  and  they 
said  we  did  not  get  the  material.  And,  naturally — and  this  is  just 
an  expression  on  my  part,  and  I  do  not  know  whether  you  want  it 
to  go  into  the  record  or  not — but  we  bid  on  everything  from  little 
things  to  great  big  plants,  including  the  taking  over  of  entire  organi- 
zations and  plants;  and  we  bought  plants  from  the  Canadian  uot- 
emment  and  the  United  States  Government  outright,  and  we  are  able 
to  handle  propositions,  and  when  we  do  not  get  one  we  bid  on  we 
just  let  it  go,  and  that  is  all.  We  bid  on  lots  of  things  we  do  not 
get  in  our  fine  of  work,  and  if  we  do  not  get  the  plant  we  bid  oq  we 
simply  forget  it. 

Mr.  Graham.  Well,  now,  were  you  present  when  the  member  of  the 
firm  talked  to  the  Claims  Board  about  this  matter  over  the  telephone? 

Mr.  Reagan.  Noj  sir;  I  was  not. 

Mr,  Graham.  Did  you  ever  speak  to  any  of  them  yourself  about 
it — to  Col.  Hughes  or  any  other:  member  of  the  Claims  Board  about 
this  particular  stuff? 

Mr.  Reagan.  No,  sir;  not  after  we  put  in  our  bid.  1  had  followed 
it  up  previously  to  that  since  around  about  the  latter  part  of  June. 
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Shortly  after  I  got  out  of  the  service  I  made  a  trip  to  the  Standard 
Steel  Car  Co.  plant.  Mr.  Vail,  who  was  in  charge  of  production  for 
the  United  States  Government,  told  me  he  wanted  us  to  bid  on  the 
material.  But  we  did  not  bid  or  take  the  matter  up  further  at  all 
until  Mr.  Vail  came  to  our  office  that  morning  and  asked  us  to  bid 
on  the  proposition,  and  said  it  was  going  to  be  bid  in  that  day.  We 
told  him  that  it  was  pretty  short  notice,  but  Mr.  Parker  and  Mr. 
Mandell  and  I  jumped  on  the  train  and  went  to  the  plant  and  put  in 
a  bid  that  afternoon. 

Mr.  Graham.  They  did  not  notify  you  until  the  morning  of  the 
day  that  bids  were  to  be  received? 

Mr.  Reaoan.  No,  sir. 

Mr.  Graham.  Mr.  Vail  then  notified  you  I 

Mr.  Keaoan.  Yes,  sir. 

Mr.  Graham,  Did  yoii  make  any  sort  of  rough  estimate  of  how 
much  material  there  was  at  Hammond? 

Mr,  Reagan.  Surely.    That  was  our  business. 

Mr.  Graham.  How  much  did  you  estimate  was  there? 

Mr.  Reaoan.  I  estimated  around  18,000  to  20,000  tons  of  what 
you  might  term  direct  material — that  is,  material  which  will  remain 
on  the  finished  product.  Then  there  was  a  large  amount  of  indirect 
material,  and  we  could  not  tell  the  exact  amount  of  that,  on  which 
«e  bid  15  per  cent  of  the  invoice  cost. 

Mr.  Graham.  What  do  you  think  was  the  approximate  value  of  the 
stuff  that  was  over  there — the  cost  value? 

Mr.  Reaoan.  Well,  we  did  not  linow  what  the  cost  to  the  Govern- 
ment was,  because  there  were  some  very  high  prices  paid.  I  had 
about  26  plants  to  look  after  myself  when  I  was  m  the  service,  and  I 
know  that  it  costs  lots  of  money  to  buy  stuff,  and  Mr.  Parker  and  I 
figured  approximately  around — oh,  as  a  rough  figure  that  there 
was  around  $5,000,000  worth  that  we  bid  15  per  cent  on. 

Mr.  Graham.  What  did  you  estimate  at  the  time  that  your  bid 
would  amount  to ! 

Mr.  Reagan.  Between  $500,000  and  $750,000;  that  it  might  run  a 
little  more  or  a  little  less.  We  also  bid  with  the  idea  that  we  would 
pay  storage  charges  of  $25,000  a  month  until  we  got  the  material  out 
of  there. 

Mr.  Graham.  And  you  woiUd  load  it  yourselves? 

Mr.  Reagan.  Yes,  sir;  that  is  included  in  the  letter. 

Mr^  Graham.  So  that  what  the  Government  got  would  be  clear  ? 

Mr.  Reagan.  Yes,  sir. 

Mr.  Graham.  What  sort  of  material  was  it  in  general? 

Mr.  Reaoan.  Well,  there  were  plates — I  made  a  note  of  it  at  the 
time,  and  thought  perhaps  you  might  ask  that  question,  so  I  brought 
my  notes  along.  There  was  steel  sheets,  beams,  bars,  angles,  channels, 
billets,  I-beams,  nuts,  screws,  bolts,  etc. — general  material  of  that 
kind.  Then  there  was  a  large  amount  of  scrap.  I  think  the  uiaterial 
having  a  nickel  content  quite  largely  it  might  be  considered  scrap 
material.  A  lot  of  it  was  cut  up  and  could  not  be  used  for  new 
material  for  the  quantity  of  nickel  in  it  makes  it  rather  hard  to 
use  for  commercial  purposes.     There  was  heavy  forging  steel  and 

elate  scrap  and  copper  scrap  and  yellow  and  red  brass  scrap.    Our 
id  shows  that  we  offered  them  scrap  value,  on  a  scrap  basis. 
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Mr.  Graham,  Did  you  figure  that  those  steel  plates  and  I-beams 
and  angle  irons,  etc.,  were  good  for  anything  except  scrap? 

Mr.  Reaqan.  Well,  it  is  rather  hard  to  tell.  It  all  depends  when 
yoit  get  it  out  and  what  you  can  do  with  it.  Sometimes  you  can  use 
it  for  something  else  and  sometimes  you  can  not.  We  simply  take 
a  chance  when  we  buy  anything  of  that  kind,  and  we  buy  it  on  our 
past  experience  and  have  some  sort  of  judgment  of  what  we  can 
do.  Naturally  we  are  in  business  to  make  money  and  would  not 
bid  on  anything  that  we  could  not  come  out  clear  on. 

Mr,  Gbaham.  Any  questions,  Mr.  Jefferis? 

Mr.  Jefferis,  Had  your  company,  to  your  knowledge,  informed 
anyone  of  the  claims  board  prior  to  Setember  19  and  20  that  you 
wanted  to  bid  on  thisi 

Mr.  Reagan.  Absolutely. 

Mr.  Graham.  How  did  you  do  that! 

Mr.  Ekagan.  I  told  Mr.  Vail  personally  in  his  office  I  think — well, 
it  must  have  been  in  July,  though  I  would  not  say  positively  as  to 
the  date,  but  it  was  after  I  got  out  of  the  service — that  I  wanted  to 
bid  on  the  material;  and  I  went  down  there  and  looked  it  over.  I 
told  Mr.  Vail  that  and  Mr.  Vail  came  to  see  us  that  morning  that 
bids  were  to  be  received  and  asked  us  to  put  in  a  bid  on  it.  Every- 
^ing  seemed  to  be,  speaking  in  plain  English,  in  an  awful  hurry  for 
some  reason. 

Mr,  Jktferis.  Who  was  Mr.  Vail? 

Mr.  Reaoan.  Mr.  Vail  was  the  production  officer  at  the  Standard 
Steel  Car  Co.  plant. 

Mr.  Jefferis.  Do  you  Icnow  what  his  business  had  been  before 
he  went  there  ? 

Mr.  Keaoan.  I  think  he.  was  an  engineer  of  some  kind  or  another, 
I  do  not  know  positively  but  think  he  was  in  the  automobile  business 
as  plant  manager  or  as  one  of  the  directors  for  some  big  automobile 
corporation.    I  do  not  know  what  the  name  of  it  was. 

Mr.  Jefferis.  He  had  been  connected  with  the  War  Department 
for  a  short  while,  is  that  it! 

Mr.  Reaoan.  I  think  he  went  into  the  service — well,  he  was  out 
there  in  1918.  I  first  got  on  the  job  in  Chicago  in  April  and  he  was 
there  when  I  first  went  to  the  Chicago  district.  I  had  heard  of  him 
previously  to  that  time  when  I  was  at  the  Holt  Manufacturing  Co.'s 
plant  at  Peoria.  You  see  we  had  an  organization  there  of  about  20 
men,  in  the  stores  and  scrap  section,  I  did,  taking  in  direct  and  in- 
direct materials.  That  is,  our  department  hanoled  cost-plus  con- 
tracts. That  is  how  I  came  to  know  about  this  material  tnere,  etc 
so  forth. 

Mr,  Jefferis.  In  other  words,  that  had  been  your  business  since 
you  had  been  a  young  man,  I  take  it — the  iron  business! 

Mr.  Reaoan.  In  the  iron  and  pteel  business  and  as  plant  manager. 
Before  I  went  into  the  service  I  was  manager  of  the  Bankers'  Life 
Co.,  of  Grand  Rapids.  That  company  had  been  sold,  and  I  just 
thought  I  would  try  the  insurance  business.  I  had  three  or  four 
young  men  working  for  me.  and  when  the  war  came  along  I  put  in 
my  application  to  Fort  Sheridan,  and  it  was  accepted. 

Mr,  Jefferis.  How  long  had  you  been  in  tlie  iron  and  steel  busi- 
ness! 
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Mr.  Reaoan.  Well,  I  had  bad  experience  along  this  line — one  of 
the  first  businesses  or  positions  I  bad  bad  after  I  left  school  was 
with  a  railroad  as  switchman  and  brakeman  on  the  Bock  Island. 
Then  I  had  been  material  man  with  the  Union  Switch  &  Signal  Co., 
its  branch  on  the  Rock  Island  service,  under  R.  H.  Richards.  I  got 
tired  running  around  the  country  and  took  up  the  matter  of  loss  and 
damage  claims  with  the  Rock  Island.  I  did  not  see  any  future  in  the 
railroad  game  and  went  with  the  Bakarost  Co.  We  manufactured 
domestic  science  and  manual-training  equipment  for  schools  and 
colleges  and  kitehen  cabinets. 

Mr,  Jefferis.  During  the  time  that  you  were  in  the  service  you 
were  doing  what? 

Mr.  Reaoan.  I  was  manager  of  the  stores  and  scrap  section,  hav- 
ing supervision  of  organization  at  various  plants  for  the  receipt, 
storage,  and  issuance  of  direct  and  indirect  material,  tools,  and 
patterns  and  steel  scrap.  I  had  various  plants  scattered  throughout 
the  Chicago  district — those  that  were  operating  on  a  cost-plus  basis. 

Mr.  Jefferis.  For  how  long  a  time  had  you  charge  of  sales  of  scrap 
for  the  Government? 

Mr.  Eeaoan.  From  April,  1918,  until  I  left — around  the  5th  of 
June,  1919. 

Mr.  Jefferis.  So  in  that  time  you  became,  in  your  own  opinion, 
thoroughly  conversant  with  the  matter? 

Mr.  Reagan,  Well,  I  did  not  know  it  all.  A  man  learns  every 
day  something  about  scrap, 

Mr.  Jefferis.  But  you  had  a  pretty  good  idea  of  the  subject? 

Mr.  Reagan.  A  pretty  good  idea  of  what  things  were  worth.  Of 
course  prices  were  set  by  the  American  Steel  &  Iron  Institute,  and 
all  we  had  to  do  was  to  ask  those  prices,  and  a  man  could  not  get 
them  unless  be  paid  those  prices.  It  was  an  understanding  with 
the  American  Steel  &  Iron  Institute  that  a  man  bad  to  pay  those 
prices  in  order  to  get  the  material. 

Mr.  Jefferis.  Did  Mr.  Vail,  on  the  morning  of  September  19, 
1919,  make  any  excuses  for  not  giving  you  a  longer  time  to  prepare 
and  perfect  a  bid  for  this  material! 

Mr.  Reagan.  None  at  all.  He  called  me  up  the  daypreviously 
and  stated  the  proposition  was  coming  off,  and  I  said,  "  Well,  where 
can  I  see  you,  Mr.  Vail,  or  what  can  we  do  to  get  in  touch  with  the 
proposition?"  He  said.  "Well.  I  have  to  be  at  the  Ordnance  De- 
partment at  about  9  o'clock  in  the  morning."  He  came  in  our  office 
about  20  minutes  of  8  on  the  19tb  of  September  and  was  there  just 
a  few  moments,  when  he  left  for  the  Ordnance  office,  and  Mr.  Parker 
and  I  and  Mr.  MandcU,  one  of  our  other  representatives,  went  out  to 
the  Standard  Steel  Car  Co.'s  plant  and  made  a  hurried  survey  of  the 
proposition. 

Mr.  Jefferis,  Jus*  what  did  Mr.  Vail  say  to  you  that  morning? 

Mr.  Rbaqan.  I  could  not  recall  the  exact  conversation.  He  said 
a  bid  was  going  to  be — that  the  claim,  rather,  was  coming  up  before 
the  claims  board,  and  he  wanted  us  to  bid  on  the  material  out  there. 
We  asked  him  bow  much  time  we  had,  and  he  said  the  bid  bad  to 
be  in  that  day, 

Mr,  Jefferis,  They  were  going  to  pass  on  it  that  day.  did  they 
say? 

Mr.  Reagan.  So  we  understood. 
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Mr,  Jepebsis.  How  did  you  understand  that? 

Mr,  Eeaoan.  Well,  he  said  it  was  coming  iip  before  the  claims 
board.  One  can  not  tell  how  long  it  will  be  worked  on  before  it  is 
passed — sometimes  a  week  or  two  weeks — ^because  members  may  be 
away,  or  something  of  the  kind.  It  was  our  understanding  it 
would  come  up  that  day. 

Mr.  Jefferis,  I  believe  that  is  all. 

Mr.  Grahah.  Mr.  Garrett,  do  you  wish  to  ask  any  questions? 

Mr.  Garkett.  Mr.  Beagan,  there  is  one  paragraph  of  this  letter 
of  September  20  that  is  not  entirely  clear  to  me.  and  that  is  para- 
graph 3.  First  I  should  say,  perhaps,  that  in  paragraph  1  it  says, 
"  Referring  to  our  bid  of  15  per  cent  of  the  invoice  cost  price  per 
pound  to  the  United  States  Government  for  direct  raw  material." 

Mr.  Reagan,  Yes,  sir. 

Mr.  Garrett.  And  you  set  out  the  matter  generally.  Then  para- 
graph 2  refers  to  indirect  material  ? 

Mr.  Reaqan.  Yes,  sir. 

Mr.  Garrett.  By  the  way.  let  me  ask  you  first,  what  do  you 
nsean  by  "indirect  materials"? 

Mr.  Seaoan.  Indirect  materials  I  have  always  classified  as 
materials  which  are  used  to  help  construct  the  finished  article  con- 
tracted for  but  which  are  not  a  part  of  it. 

Mr.  Garrett.  In  this  particular  contract,  for  instance,  give  us 
an  example  or  two  of  it. 

Mr.  Reaoan.  Well,  there  is  belting  of  all  kinds,  reamers,  and 
drills,  and  various  chucks  for  lathes,  and  high-speed  tool  steel, 
stillette,  and  various  things  used  to  help  get  the  article  ready  for 
final  construction. 

Mr,  Garrett,  Would  any  tools  be  included  in  that? 

Mr.  Reagan.  Yes,  sir;  those  are  indirect  materials.  411  tools, 
reamers,  drills,  and  various  things  of  that  kind. 

Mr,  Garrett.  Now.  coming  to  puragraph  3,  and  it  reads: 
"  For  the  component  parts  that  are  applicable  to  the  product  turned 
out  by  the  Standard  Steel  Car  Co.  for  the  United  States  Govern- 
ment, we  will  pay  the  market  prices  for  the  materials  used  in  the 
manufacture  of  such  parts,  as  they  could  only  be  used  for  scrap  or 
remelting.  etc." 

Mr.  Eeaoan.  Yes.  sir.  Those  are  the  parts  which  were  already 
drilled  and  cut  and  things  of  that  kind,  that  could  not  be  used 
for  anything  else.  .They  had  constructed  or  made  ready  for  final 
assembly  a  great  many  parts,  having  drilled  them  and  cut  them. 
They  would  take  a  piece  of  shoet  steel  and  cut  off  various  shapes 
and  bore  holes  in  it  ready  to  set  it  up. 

Mr.  Garrett.  Such  as  red  brass  scrap  and  steel  cast  scrap,  etc.? 

Mr.  Beacan.  Yes,  sir. 

Mr.  GABRETr..What  does  the  expression  "market  prices"  mean! 
Does  that  mean  prices  for  junk  ? 

Mr.  Reaoan,  Yes,  sir;  market  price  is  what  the  man  selling  the 
material  can  get  for  it. 

Mr.  Garrett.  That  is  what  I  was  trying  to  get  at.  Whether  you 
meant  market  prices  for  it  as  junk. 

Mr,  Eeaoan.  Yas,  sir;  those  are  the  prices  given,  right  there — 
$16  a  ton  for  the  first  three  items  and  then  on  down  for  the  brass 
and  copper  scrap. 
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Mr.  Garrett,  The  copper  price  is  20  cents  a.  pound  and  the  brass 
scrap  II  cents  a  pound? 

Mr.  Beagan.  Yes,  sir;  those  are  full  market  prices. 

Mr.  Garrett,  This  represents  the  bid  you  made? 

Mr.  Reagan.  Yes,  sir. 

Mr.  Garrett,  That  is  all  I  wish  to  ask. 

Mr.  Gbahaii.  I  believe  that  is  all,  Lieut.  Reagan,  and  we  thank 
you  for  your  attendance. 

(The  witness  was  excused.) 

(And  at  10.30  o'clock  a.  m.  the  coounittee  adjourned  subject  to 
call  of  the  chairman.) 


Subcommittee  No.  5  (Ordxancb) 

OF  THE  Select  Commfitee  on 
Expenditures  in  the  War  Department, 

House  of  Representatives, 
WedTiesday,  October  15,  1919. 

The  committee  reconvened  at  4  o'clock  p.  m.  on  call  of  the  chair- 
man, Hon.  William  J.  Graham  (chairman)  presiding. 

Mr.  Gbahah.  In  the  matter  of  the  Standard  Steel  Car  Co.'s  claims 
and  settlement,  I  offer  for  insertion  in  the  record  the  original  pur- 
chase order  dated  November  16,  1917. 

Also  a  letter  dated  June  24, 1919,  from  the  Standard  Steel  Car  Co. 
to  the  ordnance  district  claims  board  at  Chicago,  and  which  accom- 
panied the  original  claim. 

Also  a  part  of  the  claim  filed  by  said  claimant  and  consisting  of 
three  pages,  but  which  is  a  recapitulation  of  the  original  claim  as 
filed. 

Also  a  record  of  drawing  revisions  furnished  by  the  claimant  and 
attached  to  its  claim,  consisting  of  two  pages. 

Also  a  letter  extending  the  time  for  the  completion  of  the  work. 

Also  a  letter  of  Maj.  Hawkins  of  March  25, 1919. 

Also  a  letter  signed  by  Koss  R,  Harrison,  Major,  Ordnance  De- 
partment, bearing  date  February  13,.  1919. 

(The  several  papers  above  referred  to  are  here  each  severally 
printed  in  full,  as  follows) : 

notbubeb  16,  1917. 
Standakd  Steel  Cax  Co., 

Pittiburgh,  Fa. 

SniBT  1.  I  am  cllrected  by  the  Chief  of  Ordaaoce  to  give  you  herewith  an 
order  for  the  articles  listed  below  Id  accordance  with  the  following  terms  and 
conditions : 

Arlirles.—9M  9.5-lnch  howitzer  carrlaees.  model  1918,  Schneider,  with  trans- 
port vehicles,  tools,  accopsorlea,  and  spare  parts.  (For  Supply  Division  Acconnt, 
after  proof  firing,  see  CP  400.13-61.) 

Upcvifiixitione. — The  articles  are  lo  be  built  in  accordnace  with  "General 
Specifications  Governing  the  Manufacture  and  Inspection  of  Gun  Carriagee, 
Artillery  Vehicles,  and  Similar  Ordnance  Material,"  as  given  in  Pamphlet  No. 
434,  revised  March  15.  1017,  and  also  In  accordance  with  "  Special  Specifications 
Governing  the  BtanufHCture  of  9.5-Inch  Howitzer  Carriages,  model  1918. 
Schneider,"  nnd  with  drawings  to  be  furnished  by  the  Ordnance  Department 
of  the  United  States  Army. 
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2.  The  recuperators  and  slgbts  are  to  be  farolsbed  by  the  United  States 
but  are  to  be  assembled  to  the  carriage  by  the  Standard  Steel  Car  Co. 

3.  The  wheels  for  traosport  vehlclea  are  to  be  furnished  by  the  United 
States,  and  are  to  be  assembled  to  the  Tehlcles  by  the  contractor. 

4.  The  carriages  on  this  order  will  be  numbered  serially  from  501  to  14M, 
iDClnslTe. 

5.  The  United  States  wilt  specify  the  spare  parts  required  at  a  later  date. 
Detiveriet. — Delivery  f.  o.  b.  plant  Standard  Steel  Car  Co.  at  Hammond, 

Ind.,  to  begin  about  May  1,  1918,  and  continue  at  the  approximate  rate  of  10 
carriages  per  day,  and  to  he  completed  by  October  1,  1918. 

Shipping  inttrvctiong. — Will  be  furnished  by  the  Field  Artillery  section  of 
the  Ordnance  Department. 

Price*  and  termii  of  payment. — The  United  States  will  make  the  following 
pBj-ments  to  the  Standard  Steel  Car  Co. : 

J.  The  cost  of  the  work  done  on  the  article  by  the  Standard  Steel  Car  Co, 
deteruitned  In  oocortlance  with  pamphlet  enrltlwl  "  Definition  of  '  Cost '  Pertain- 
ing to  Contracts,"  dated  June  27,  1B17,  as  the  work  propresses. 

2.  A  fiseil  profit  equal  to  10  per  cent  of  the  estimated  cost  of  the  work  done 
on  the  articles  by  the  Standard  Steel  Car  Co.  determined  In  accordance  with 
pamphlet  entitled  "  Definition  of  '  Cost '  Pertaining  to  Contracts."  The  rep- 
resentatives of  the  Standard  Steel  Car  Co.  and  the  Ordnance  Department  are 
to  decide  as  soon  as  possible  what  part  of  the  work  is  to  be  done  by  the  Stand- 
ard Steel  Car  Co.  The  Standard  Steel  Car  Co.  and  the  Ordnance  Department 
are  then  to  prepare  estimates  of  the  cost  of  this  work  to  he  done  by  the  Stand- 
anl  Steel  Car  Co..  and  if  thej'  do  not  agree,  a  third  party,  selected  by  the 
Standard  Steel  Car  Co,  and  the  Chief  of  Ordnance.  Is  to  arbitrate  the  difference, 
and  his  decision  as  to  the  correct  estlninted  cost  Is  to  be  final  for  the  purpose 
of  computing  the  fixe<l  profit. 

3.  An  additional  profit  equal  to  5  per  cent  of  the  purchase  price  of  parts  sublet 
by  tbe  contractor,  the  purchase  price  to  be  approved  by  the  Ordnance  Depart- 
meDt. 

4.  Ninety  per  cent  of  tbe  profits  as  determined  In  paragraphs  2  and  3  shall 
be  paid  ui>on  the  proper  certlllcflte  of  the  contracting  officer  showing  delivery 
and  acceptance  of  the  units,  during  the  performance  of  the  contract  and  the 
remainder  upon  completion  of  the  contract. 

5.  If  the  Standard  Steel  Car  Co.  is  unable  to  complete  the  articles  because 
of  tbe  failure  of  the  United  States  to  deliver  parts  which  the  Standard  Steel 
Car  Co.  Is  to  assemble,  but  which  are  to  be  furnished  by  the  United  States, 
the  Standard  Steel  Car  Co.  shall  he  paid  90  per  cent  of  the  profits  on  the 
articles  30  days  after  the  Government  Inspector  has  certified  that  all  other 
work  has  been  completed. 

6.  The  cost  of  increased  facilities  built  by  the  Standard  Steel  Car  Co.  deter- 
mined In  accordance  with  pamphlet  entitled  "Definition  of  'Cost'  Pertaining 
to  Contracts,"  and  the  cost  to  the  Stnndord  Steel  Car  Co.  of  Increasing  fnclll- 
t\%n  contracted  for  by  the  Standard  Steel  Car  Co.  upon  the  proper  certllicate  of 
the  contracting  officer  of  delivery  and  acceptance  of  the  Increased  facilities. 

7.  Payments  are  to  be  made  from  time  to  time  as  the  work  progresses  upon 
certificate  of  the  representative  of  the  Ordnance  Department 

8.  The  jigs,  fixtures,  and  test  tools  required  shall  be  furnished  by  the  con- 
tractor at  coat. 

Additional  facilitiet. — 1.  The  Standard  Steel  Car  Co.  Is  authorized  to  expend 
a  sum  not  exceetllng  $325,000  for  extension  to  passenger  car  erection  shop  and 
S30,000  power  substation  and  equipment  for  tiie  same,  including  transformers. 

2.  The  United  States  will  also  provide  such  additional  facilities  as  may  l>e 
found  necessary  for  carrying  on  the  work,  but  in  no  case  are  such  additional 
facilities  to  amount  to  more  than  $7.'>0,000  for  buildings  and  $3,000,000  for 
other  equipment.  Any  espendlture  for  additional  facilities  In  excess  of  these 
amounts  is  to  be  borne  by  the  Standard  Steel  Cur  Co. 

3.  Ail  additional  facilities  are  to  be  approve<l  by  the  Ordnance  Department, 
and  contracts  for  the  same  are  to  he  submitted  for  approval  before  being 
placed. 

4.  Alt  additional  facilities  paid  for  by  the  United  States  are  to  belong  to 
the  United  States. 

hiqtilrloied  rlnmagei. — In  the  event  that  the  contractor  shall  fall  to  deliver 
the  articles  according  to  the  schedule  of  delivery  provided  for  herein  as  com- 
pleted articles,  sets  or  lots,  as  the  ca.se  may  lie,  the  contractor  shall  be  In 
default  under  this  contract,  which  default  shall  continue  until  such  time  as 
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artloles,  sets,  or  lots  shall  be  delivered  Wben  one  or  more  parts  of  an  article, 
or  articles,  or  a  set,  or  a  lot  are  uot  delivered  by  the  proper  date,  the  com- 
ptetHl  article  or  the  entire  «et  or  lot  shall  be  classed  as  undelivered  for  the 
purpose  of  computing  liquidated  damages.  For  each  day  during  which  the 
contractor  shall  he  In  default  on  account  of  such  deliveries,  the  United  States 
shall  deduct  from  the  payments  to  be  made  to  the  coutractor  of  account  of 
fixed  profit,  one-tenth  of  1  per  cent  of  the  amount  named  as  fixed  profit  for 
each  article,  set,  or  lot  of  articles  with  respect  to  which  the  contractor  shall 
be  In  default.  The  United  States  shall  also  deduct  from  the  payments  to  be 
made  the  contractor  on  account  of  fixed  profit  adjusted,  as  aforesaid,  such 
additional  cost  of  Inspection  and  superintendence,  If  any,  as  may  be  caused 
by  any  default  of  the  contractor.  In  no  event  is  the  total  deduction  for  liqui- 
dated damages  to  amount  to  more  than  10  per  cent  of  the  profit. 

Patents. — The  United  States  assumes  responsibility  for  patent  rights  as  to 
vehicles,  but  not  as  to  methods  of  manufacture. 

f!etttoment  of  labor  disputes. — In  the  event  that  labor  disputes  sliall  arise  di- 
rectly affecting  the  performance  of  this  contract,  and  causing  or  likely  to 
cause  delay  In  maklug  the  deliveries  upon  the  date  or  dates  specified,  the  con- 
tractor shall  address  a  written  statement  thereof  to  the  Chief  of  Ordnance  for 
transmission  to  the  Secretary  of  War,  with  the  request  that  such  dispute  be 
settled,  and  the  contractor  shall  furnish  such  information  and  access  of  Infor- 
mation within  his  control  as  the  Secretary  of  War  shall  require;  and  it  la 
stipulated  and  agrce<l  that  the  Secretary  of  War  may  thereupon  settle  or  cause 
to  be  settled  such  dispute,  and  that  tlie  contractor  shall  accept  and  comply 
witli  all  the  terms  of  such  settlemcot. 

Prison  labor. — No  person  or  persons  shall  be  employed  In  the  performance 
of  this  contract  who  are  undergoing  sentences  of  imprisonment  at  hard  labor 
which  have  been  imposed  by  the  courts  of  the  several  States,  Territories,  or 
municlpiilltles  having  criminal  Jurl.sdlctlon. 

Chilli-labor  law. — No  work  under  this  contract  shall  be  performeil  by  the 
labor  of  any  child  under  the  age  of  14  years,  nor  l>etween  the  ages  of  14  and 
16  years  who  is  employed  for  more  than  eight  hours  In  any  workday  or  more 
than  six  days  a  week  or  before  0  o'clock  a.  m.,  or  after  7  o'clock  p.  m. 

Himra  o/  labor. — Tlie  naval  appropriation  act  approved  March  4,  1917,  pro- 
vi<llns  for  a  basic  eight-hour  day  and  time  and  one-half  for  overtime  will 
govern. 

General  provi»Uins.^-lt  Is  understood  that  in  order  to  facilitate  production 
and  to  keep  the  expenditure  for  Increased  facilities  at  a  minimum,  the  Standard 
Steel  Car  Co.  Is  to  subcontract  for  all  parts  that  It  can  not  produce  with  its 
own  fiK'llities,  and  thut  if  It  Is  found  necessary  to  increase  their  facilities,  they 
will  do  so  only  on  tiie  approval  of  the  Ordnance  Department. 

This  iiurcliBse  order  is  also  subject  to  all  other  and  usual  provisions  of  cost- 
plus  fixed-proBt  contracts  of  the  Ordnance  Department  for  similar  material. 

A  format  contract  Is  to  be  signed  as  soon  as  It  is  possible  to  determine  the 
fixed  profit  as  herein  specified. 

J.   H.    R., 


Standard  Steel  Cab  Co., 
General  Offices,  Fbick  Buildino. 

FUtxburgh,  Pa.,  June  H,  1919. 
ORDNANCE  District  Claims  Board, 

155  Kagt  Superior  Street.  Chicago.  III. 
Subject:  Termination   of   War-Order   CP-SSl    and    claim    arising    therefrom, 
O.  B.  C.  552. 

SiBB;  The  suspension  and  termination  of  War  Order  C.  F.  331,  between  the 
Ordnance  Department  and  the  Standard  Steel  Car  Co.,  Involved  a  reduction  la 
assembly  and  delivery  of  240- millimeter  howitzer  mounts  from  964  carriages 
and  spare  and  replacement  parts  to  a  total  of  but  200  carriages  without  spares 
or  replacement  parts. 

This  reduction  was  requested  when  and  after  ell  other  elements  except 
processing  and  assembly  Involved  in  the  agreement  had  been  completed  by  the 
Standard  Steel  Car  Co.  Reference  Is  made  to  thermometer  chart,  indicating 
the  relatlou  and  percentage  of  effort  expended  in  the  completed  elements: 
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Plant-development  engineering,  purchasing  and  expediting,  tooling,  preparation 
and  percentage  of  processing  and  assembly,  aa  represented  by  labor  performed 
and  Its  necessary  supervision.  The  thermometer  shows  the  project  82j  per 
cent  completed. 

War  Order  C.  F.  331  was  not  an  ordinary  ortler  for  Die  manufacture  and 
delivery  of  material,  but  was  au  order  to  accomplish  a  novel  and  unusual 
project  never  before  attempted  by  any  other  country,  and.  In  fact,  beyond  any 
other  prpject  for  heavy  Be  Id -artillery  carriages  planned  by  the  United  States 
Government. 

The  Standard  Steel  Co.  now  submits  the  following  tn  ampllflcatlon  of  the 
presentation  of  claim  made  March  31,  1919,  In  accordance  with  the  act  of 
Congress  entitled  "An  act  to  provide  relief  In  cases  of  contract  connected  with 
the  prosecution  ot  war  " : 

1.  That  because  proper  drawings,  designs,  and  speclBcations  were  not  fur- 
nished, and  because  of  delay  of  authorization,  a  period  of  six  months  elapsed 
following  receipt  of  the  order,  during  which  time  the  earning  iiower  of  the 
plant  at  Hammond  was  lost  to  the  company. 

2.  That  the  percentage  of  profit  to  be  paid  for  woric  done  sliould  be  such 
proportion  of  the  total  profit  as  the  cost  of  the  work  done  twars  to  the  cost  qf 
completing  9G4  carriages. 

3.  That  remuneration  is  due  for  special  services  rendered  In  designing  and 
development  of  novel  machines  and  tor  the  development  of  an  economic  method 
of  manufacture  of  heavy- artillery  carriages. 

4.  That  reibibursenient  should  be  made  of  sums  expended  by  the  Standard 
Steel  Car  Co.  on  commitments  entered  Into  In  good  faith  by  the  companj-  and 
approved  at  the  time  by  officers  of  the  Ordnance  Department. 

5.  That  reimbursement  should  be  nmde  for  losses  sustained  which  were  inci- 
dental to  the  carrying  out  of  this  contract. 

6.  That  reimbursement  should  be  made  for  depreciation  of  facilities  pro- 
vided by  the  Standard  Steel  Car  Co.  to  enoble  it  to  fully  carry  out  the  terms 
of  the  agreement. 

7.  That  compensation  should  be  given  for  the  occupancy  of  plant  during  the 
period  following  completion  of  suspended  order  and  until  the  Government 
property  is  removed  and  plant  is  returned  to  normal  condition,  together  with 
compensation  for  removing  the  Government  property  and  restoring  the  plant 
to  its  normal  condition. 

8.  That  the  car  company  be  reimbursed  (or  the  sums  espende<l  by  It  on 
tlovernment  buildings  In  excess  of  such  sums  allotted  for  completion  of  these 
buildings. 

ft.  That  interest  is  due  on  profit  for  completed  carriages,  billed  but  uni)aid ; 
also  on  borrowed  money. 

10.  That  Interest  is  due  on  all  sums  Included  In  claims  accruing  from  June  28, 
1019.  until  paid. 

In  presenting  this  claim  under  the  act  of  March  2,  J910,  the  car  company  does 
not  admit  that  the  purchase  order  was  not  a  valid  cimtruct  l^tweeu  the  United 
States  and  the  car  company  or  that  any  vatldntlon  Is  neccssry  under  this  act, 
but  tlie  claim  is  submitted  in  tlils  form  In  deference  to  the  opinion  of  tlie  Comp- 
troller of  the  Treasury  and  the  action  of  the  War  Department  In  accordance 
thereivlth.  The  company  does  not  waive  the  right  to  as.iert  In  the  future  or 
^sewhere  that  it  Is  entitled  to  anticipated  profits  or  to  other  Items  of  claim 
under  a  valid  contract.  Nor  does  it  waive  Its  right  to  claim  lai^er  sums  If 
settlement  is  not  made  by  the  War  Department  upon  the  claim  now  presented. 

Respectfully  submitted. 

Standarb  St>:ei.  Car  Co., 
J.  M.  Hansen.  Prcnidr.nt. 

CLAIUS  FOE  OTHER  COMPENSATION. 

War  Department,  Purchase.   Storage  and  Traffic  Division,   General   Staff, 
Onice  of  the  Director  of  Finance. 
Contrni.'tor,  Standard  Steel  Car  Co.,  Ordnance  Department. 
Address,  Hommond.  Ind.    Contract  or  Order  No,  W.  O.  C.  F.-331. 
Articles  contracted  for,  9G4  howitzer  carriages,  240-mm.  Schneider,  and  spare 

Date  of  termination  of  work  on  this  contract,  June  28,  Iftlft. 
Date  of  Inventory, ,  l&l — . 
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The  claims  set  forth  herein  are,  In  tbe  opinton  of  the  contractor,  just  com- 
pensation tor  losses  actually  Incurred  by  It  and  due  entirely  to  the  termination 
or  cancellation  of  this  contract  by  the  United  States.  It  Is  necessary  that  the 
nature  or  the  clalnis  for  compensation  be  fully  stated  below  and  clear  proof, 
documentary  when  pbsHlble,  be  presented  In  support  thereof. 

Loss  of  earntnes  due  to  delays $1,000,000.00 

Prodis  earned  and  aceruetl 2,134,215.02 

Remuneration  for  special  service  rendered 890,008.36 

Reimbursement  (or  approved  comraitnients 1,948,837.81 

Reimbursement  for  incidental  losses 322,250.53 

Reimbursement  for  depreciation  of  facilities  provided  by  car 

company 341,019.40 

Compensation  for  plant  occupancy  after  June  30,  1919 300.000.00 

Reimbursement  for  sums  expended  on  Government  buildings —  65,760.32 

Interest  on  profit  and  money  borrowed — billed  and  unpaid. 99, 066, 18 

Interest  on  sums  claimed  from  June  '28,  1919 

Total,  not  including  interest 7, 102. 057. 62 

Less  piyinents  made  on  account,  in  settlement  of  subcontract 
claims,  to  June  23,  1016 368,492.37 

Total 6, 733,  565. 25 

Total  not  Including  Interest  Item  No.  10. 

Due  to  the  fact  that  this  statement  of  claim  was  prepared  before  manufactur- 
ing ci'Qsed,  expenditures  and  disbursements  for  tlie  month  of  June  are  esti- 
mated, 

BECAPITULATON   BHBEI. 

War  Department  Purchase.  Storage  and  Traffic  Division,  General  Staff, 
Office  of  the  Director  of  Finance. 

Contractor,  Standard  Steel  Car  Co.,  Ordnance  Department.  Address,  Ham- 
mond, Iiid.    Contract  or  Order  No.  W.  O.  C.  P.-331. 

Artlck-s  contrnctisl  for,  901  Howitzer  carriages,  240  mm.  Schneider  and 
spare  parts. 

Sheet  No. . 

Date  of  termination  of  this  contract,  June  28,  1919. 

Date  of  statement  or  Inventory ,  191 — . 

This  form  is  to  be  used  to  list  the  totals  of  statement  or  inventory  sheets  for 
the  purpose  of  showing  tlie  total  amount  claimed  under  each  class,  such  as 
worked  direct  material,  unworked  direct  material,  etc. 
Line  No.  1.  SlatemenI  or  Inventory  of—  Amoont. 

Statement  of  claim.  Finance  Form  No.  8 $6,733,665.25 

Total,  not  Including  Interest 6,733.565.23 

[I''ann  10  (revised)  Cblcago  Ordasare  District  Clalmg'  Board.] 

STATEMENT  OF  CtVUU. 

Contractor,  Standard  Steel  Car  Co.  Address,  Hammond.  Ind.  Contract  or 
Order  No.  W,  O.  C,  F.-331. 

Article  contracted  for,  904  Howitz-er  carriages,  240  mm.  Schneider  and  spare 
parts. 

Pate  of  termination  of  work  on  this  contract,  June  28,  1919. 
Date  of  making  claim,  June  24,  1919. 

Tills  form  l.s  to  t>e  used  by  the  contractor  to  formally  state  Its  claim  on  ac- 
count of  the  termlnatinn  of  Its  contract  with  the  United  Statos.  The  total 
shown  on  this  form  should  represent  the  entire  amount  claimed.  Any  de- 
dnctlons  on  account  of  advance  payment.'*  or  otherwise  should  clearly  appear 
on  the  face  of  this  form. 
Ciassl  Heat  Ion  of  claims; 

Unworked  direct  materials. 
Indirect  materials. 
Worked  direct  materials. 
Dlnt-t  labor  and  overhead  expense. 
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CammttuentB  for  materials  or  service, 
Claims  for  other  compensation. 

Total  of  contractor's  claim,  not  iDcludlng  item  No.  10 $6, 733, 565. 25 

llMon]  of  drawlug  revisions: 

Number  of  drawings  covering  parts  furnished  by  S.  S,  C.  Co 439 

.Number  of  dniwlugs  fovi'rinj;  puns  furnished  by  United  States  Gov- 

emineDt   20T 

Number  of  druniu^  thiit  liuve  bcK'ii  made  void 14iS 

Toial  number  of  different  drnwinga  received 882 

nrswinpj  «iv^rlng  parts  furnished  by  the  S,  S.  C  Co. : 

Tofal  nnmber  of  drawings  received 489 

Ordnance  Department  standard  drawings  Included 14 

Number  of  drawings  remaining 426' 

Of  ihe  above  425  drawings — 

52  drawings  were  revised  1  time. 
61  drawings  were  revised  2  times. 
56  drawings  were  revised  3  times. 
40  drawings  were  revised  4  times. 
42  drawings  were  revise*]  5  times. 
33  drawings  were  revised  6  times. 
33  drawlnfts  were  revised  7  times. 

28  drawings  were  revised  8  times.  ' 

23  drawings  were  revised  9  times. 
10  drawings  were  revised  10  times. 
9  drawings  were  revised  II  times. 

9  drawings  were  revised  12  times. 
4  drawings  were  revised  13  times. 
2  drawings  were  revised  14  times. 

I  drawing  was  revised  15  times. 

Total  nnmber  of  revisions  on  425  drawings,  1,982, 

The  425  drawings  have  their  last  revision  date  In  the  months  as  shown 
beiow: 

4  drawings  have  last  revision  date  In  December,  1917. 
6  drawings  have  last  revision  date  In  January,  1918. 
n  drawings  have  last  revision  date  In  February,  1B18. 
15  drawings  have  last  revision  date  in  March,  1018. 
12  drawings  have  last  revision  date  In  April.  1918. 
I  drawing  has  last  revision  date  in  May,  1918. 

10  drawings  have  Inst  revision  date  In  June,  1918. 
6  drawing  have  last  revision  date  In  July,  1018. 

15  drawings  have  Inst  revision  date  In  August,  1918. 
12  drawings  have  last  revision  date  In  September,  1918. 
67  drawings  have  last  revision  date  In  Octol)er,  1918. 
48  drawings  have  last  revision  dale  In  November,  1918. 
107  drawings  have  last  revision  date  In  December,  1918. 
87  drawings  have  last  revision  date  In  January,  1919. 

11  drawings  have  last  revision  date  In  February,  1019. 

II  drawings  have  last  revision  date  in  March.  1919. 
I  drawing  has  last  revision  date  In  April,  1919. 

1  drawing  has  last  revision  date  In  May,  1910. 

Of  these  425  drawings,  161  are  assembly  drawli 

O  revisions;  2&4  are  detail  drawings,  and  havi 

I  liereby  certify  that  to  the  l)est  of  my  knowle 

,  taken  from  the  records  and  flies  of  I 

Bngi 


Xamber  of  tool  changes 

Number  of  die  changes 

Number  of  pattern  clmnges 

Xumlier  of  quantity  changes.. 
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Number  of  specification  chnnEca 017 

Number  of  method -of-mnnufactu re  changes 21&t 

Total  number  of  changes 4482 

I  hereby  certify  that  to  the  beet  of  my  knowledfie  and  belief  this  la  a  correct 
stotement  taken  from  the  records  and  files  of  the  Standard  Steel  Car  Co. 

C.  P.  McCabb. 
Engineer  in  Charge  of  Material  RequisitioM. 

[Third  ludoraemeDt.] 

Cabriaoe  Section,  Production  Division, 

Aprti  IS,  1919. 
To  Artillery  Section,  Procurement  Division. 

1.  It  la  the  opinion  of  the  Production  Officer  at  the  Standard  Steel  Car  Co., 
Hammond,  lud.,  that  the  delays  mentioned  by  the  Standard  Steel  Car  Co. 
were  unavoidable  and  beyond  their  control  and  that  the  extension  asked  for 
In  their  communication  of  February  28th  herewith  ahoutd  l>e'  granted. 

J.     Q.     SCBUOBAU, 

.  Major,  Ordnance  Reterve  Corpi. 

By  W.  B.  Pabk, 
Major,  Ordnance  Reserve  Corpt. 


(Fourtb  b 
CP  473.26  (331)-206 
P  165.11-551 

Obdnance  OtTicE,  Abtiixkbt  Section, 

Pbocubkuent  Division, 

April  13,  19IS. 
To  the  I.  of  O.,  Standanl  Steel  Car  Co.,  Hammond.  Ind. 
(Through  the  Inspection  Division.) 
1.  As  recommended  by  the  preceding  indorsement  hereon,  an  extension  of  60 
days'  time  is  hereby  granted  the  Standard  Steel  Car  Co.  on  the  delivery  of  the 
240  m-m  Howitzer  carriages  ordered  by  Purchase  Order  War.-Ord.  CF-331. 
By  authority  of  the  Acting  Chief  of  Ordnance : 

Samuel  McRobebts, 

Colonel,  Ord.  N.  A. 
By  E.  S.  Hughes. 
Lieutenant  Colonel,  Ordnance,  N.  A. 


(Boom   B-S.311.     Tel.   Br.  761.] 

March  25,  1619. 
MaJ.  R.  H.  H.AWKIN8, 

Standard  Steel  Car  Co.,  FIttthurgh,  Pa. 
Gbntlembn  :  1.  1  am  directed  by  the  Chief  of  Ordnnnce  to  advise  you  that 
the  United  States  will  nc(«pt  no  more  work  or  material  from  you  which  might 
have  been  contemplated  under  a  certain  purchase  order  dated  November  18. 
1917,  and  deslgniited  Purchase  Order  No.  \Var-Ord-Ct-331,  except  such  as  may 
be  necessary  to  complete  200  carrlagrs,  without  spares  or  replacement  parts. 
These  200  carriages  Include  all  carrlaces  which  have  been  delivered  iu'retofore. 

2,  This  cancels  any  portion  of  the  so-called  purchased  order  dated  November 
16,  1917,  above  referred  to,  except  In  so  far  as  you  may  make  deliveries  of  not 
to  exceed  200,  a  total  of  240-mm.  howitzer  carrlaces,  including  any  howltier 
carriages  which  you  may  have  delivered  prior  to  this  date. 

3.  This  supersedes  all  prior  notices  directed  to  you  and  relating  to  the  above 
war-order  number. 

Eespectfully, 

B.  H.  Hawkiss, 
Major,  Ordnance  Department,  United  Stales  Armp. 

Contracting  Offtcer. 
Chicago  district  ordnance  office. 
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Obdnance  Office,  Administration  Division, 

Contract  Section,  Abtiixert  Branch, 

Febrvartf  IS,  1919. 
I\):  Army  Inspector  of  OrdnsDce,  Standard  Steel  Car  Co.,  Hammond,  Ind. 

1,  He  Is  Informed  that  the  revised  contract  referred  to  within  haa  been 
lOTfMr^  but  not  yet  signed,  providing  for  fixed  profit  of  $4,000  per  carriage. 
This  nuitmct  will  be  forwarded  at  tbe  earliest  possible  date. 
Bj  order  of  the  Chief  of  Ordance. 

Ross  B.  Habribon, 
Ma}<tr,  Ordnance  Department,  United  States  Army. 


TESnUOirT  OF  CAPT.  WILLIAM  T.  BIESEL.  CAPTAIN,  OBDNAHCE 
DEPABTXENT,  UNITED  STATES  AAICY. 

(The  witness  was  duly  swom  by  Mr.  Graham.) 

Mr.  Grahau.  Captain,  what  is  your  fall  name? 

Capt.  Bamu  Wflliam  T.  Biesel. 

Mr.  Graham.  Where  do  you  reside? 

Opt.  Biesel.  Stationed  at  Clevehuid,  Ohio. 

Mr.  Graham.  And  you  are  a  captain  in  the  Ordnance! 

Capt.  R1E8EI..  Yes,  sir. 

Mr.  Graham.  How  long  have  you  been  in  the  Army! 

Capt  Biesel.  About  four  and  a  half  years. 

Mr.  Graham.  You  are  in  the  Regular  Establiahment,  then,  are 
joo! 

Capt  Biesel.  Not  at  the  present  time ;  no,  sir. 

Mr.  Graham.  What  was  your  rank  when  the  European  war  began  t 

Capt  B1B8EU  Second  Lieutenant. 

Mr.  Graham.  Now,  what  is  your  present  business;  at  what  par- 
ticular business  are  you  enga^d? 

Capt  BiESEi.  After  graduatmg  as  an  attorney  in  New  York  State 
ind  finishing  my  course  there,  I  went  immediately  into  the  Army 
ind  have  been  in  the  military  service  ever  since. 

Mr.  Graham.  What  particular  function  are  you  now  performing? 

Capt.  Biesel.  Special  assistant  to  the  Cleveland  claims  board  and 
survey  officer  for  tne  claims  board. 

Mr.  Graham.  As  such  officer,  have  you  had  anything  to  do  with 
the  settlement  of  the  claim  of  the  American  Brake  Shoe  &  Foun- 
dry Co.? 

Capt  Biesel.  May  I  ask  a  question  there? 

Mr,  Graham,  Yes,  sir. 

Capt  BiEseu  The  American  Brake  Shoe  Co.  claim  has  not  been 
finally  settled;  it  is  being  negotiated  for  settlement — settlement  is 
being  negotiated  at  the  present  time. 

Mr,  Graham.  Well,  have  you  been  conversant  with  the  facts  about 
ihat  matt«r? 

Capt.  Biesel.  Yes,  sir. 

Mr.  Graham,  Were  you  also  there  during  the  summer  of  1918 
so  that  you  know  what  the  practice  was  as  regards  inventories  in 
tbe  plant? 

Capt.  Biesel.  Yes,  sir, 

Mr.  Graham.  Was  any  change  made,  to  your  knowledge,  in  the 
Evstem  of  inventoiy  or  invoicing  in  that  plant  during  the  year  1918! 

Capt  Biesel.  There  was  not  to  my  knowledge. 
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Mr,  Graham.  No  change  in  orders  so  far  as  you  know  ? 

Capt.  BiE9Ei~  No,  sir. 

Mr.  Graham.  Well,  after  the  signing  of  the  arnistice,  when  woit 
shut  down  tliere,  was  any  inventory  made  of  the  property  at  the 
plant? 

Capt.  BiESEL.  There  was. 

Mr.  Graham.  Under  whose  direction  ? 

Capt.  BiEsEL.  The  direction  of  the  Army  inspector  stationed  at 
the  plant  at  the  time. 

ilr.  Graham.  As  the  result  of  that  inventory  was  a  shortage  dis- 
closed i 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  And  then  was  there  a  survey  made! 

Capt.  BtESEL.  The  survey  has  not  been  completed;  it  has  taken 
some  time  to  price  that  shortage. 

Mr.  Graham.  As  I  judge  from  private  conversation  with  you,  two 
different  amounts  were  estimated  as  the  probable  shortage;  what 
were  the  facts  about  that! 

Capt.  BiESEL.  There  was  one  shortage  in  the  storeroom  of  approxi- 
mately $165,000,  which  was  really  a  paper  and  not  a  physical 
shortage. 

Mr.  Graham,  Well,  now,  we  will  get  into  this;  you  tell  the  facts 
about  it  and  then  we  will  ask  you  about  that.  Wliat  was  the  next 
shortage  you  found,  if  you  found  any! 

Capt.  BiESEL.  Approximately  $1,000,000  shortage;  that  survey 
shortage  has  not  been  completely  priced. 

Mr.  Graham.  Was  the  million  dollar  shortage  in  the  loose  material 
about  the  plant,  or  did  it  include  fixtures  of  any  kind  ? 

Capt.  BiESEL.  It  did  not  include  fixtures;  indirect  material. 

Mr.  Graham.  By  indirect  material  you  mean,  of  course,  materials 
that  were  used  in  making  the  products  at  the  plant? 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  Such  as  tools,  and  tool  steel,  and  that  sort  of  thing! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  Gauges  and  instruments  of  Various  kinds? 

Capt.  BiBSEL.  Yes,  sir. 

Mr.  Graham,  What  was  the  rule,  Captain,  that  existed  in  that 
plant  as  to  how  supplies  were  furnished!  Where  did  they  come 
from  ?  When  supplies  were  furnished  by  the  United  States  and  un- 
loaded at  that  place,  where  were  they  placed! 

Capt.  BizsEL.  In  Government  stores. 

Mr.  Graham,  Were  those  stores  in  charge  of  Government  officials! 

Capt.  BiESEL.  They  were  after  October,  1&17. 

Vv.  Graham.  October,  1917;  well  when  did  the  plant  begin  opera- 
tions ! 

Capt,  BiESEL.  I  believe  about  three  months  prior  to  that  date;  I 
was  not  stationed  there  at  the  time. 

Mr,  Graham.  Well,  prior  to  October,  1917,  and  the  appointment 
of  the  storekeeper,  who  had  charge  of  those  stores ! 

Capt.  BiESEL,  The  Government  cost  accounting  section, 

Mr.  Graham.  Now,  was  it  the  rule  that  as  iiuterials  were  called 
for  from  stores  that  anything  was  required! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  What  was  required ! 
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Capt.  BiESEL.  A  foreman's  requisition  from  the  department  need- 
ing the  material. 

Mr.  Graham,  The  department  needing  the  material  would  sign 
the  requisition  and  it  would  bo  sent  to  somebody  who  had  charge  of 
the  stores  departments  and  the  stuff  would  be  checlced  out,  I  assume  t 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  And  charged  to  that  particular  department? 

Capt.  BiESEL.  Tes,  sir. 

Mr.  Graham.  Now,  did  the  cost  accounting  section  follow  that 
program ! 

Capt.  BiESBL.  I  am  unable  to  say:  I  don't  believe  so. 

Mr,  Graham.  Do  you  know  whether  they  had  any  checking 
method  at  all  prior  to  the  putting  of  the  Government  storekeeper  in 
there t 

Capt.  BiESEL.  Only  in  money  value,  I  believe. 

Mr.  Graham.  You  think  that  they  simply  checked  the  amount 
that  it  was  worth? 

Capt.  BiESEL.  Yes,  sir, 

Mr,  Graham.  Well,  when  the  Government  storekeeper  came  in 
there  was  a  new  inventory  made? 

Capt.  BiESEL,  Yes,  sir ;  there  was  a  new  inventory  made. 

Mr.  Graham.  Well,  is  the  shortage  on  that  inventory,  is  it  on  all 
the  material  that  was  furnished  on  the  plant  at  all  times? 

Capt.  BiESEL.  All  the  material  furnished  at  all  times, 

Mr.  Graham.  From  the  beginning? 

Capt.  BiESEL.  Yes,  sir, 

Mr,  Graham.  WTiere  is  the  record  kept  of  that  material  that  was 
furnished  from  the  beginning? 

Capt.  BiESEL,  The  money  value  is  carried  by  cost  accountants  and 
the  record  of  the  material  itself  would  be  carried  by  the  stores  and 
scrap  inspector  at  the  plant. 

Mr.  Graham.  Well,  there  wasn't  any  such  thing  until  the  1st  of 
October,  was  there? 

Capt.  BiESEL.  No,  sir. 

Mr.  Graham.  Well,  prior  to  that,  then  who  kept  the  record  of  all 
the  materials  that  went  into  that  plant  by  articles? 

Capt,  BiESEL,  I  don't  know  of  that  record  being  kept.  The  money 
value  was  charged  by  the  cost  accounting  section.  It  could  be  ob- 
tained— and  the  general  idea  was  obtained  by  checking  the  cash 
vouchers  of  the  cost  accounting  section  who  had  paid  for  this  mate- 
rial— who  had  vouchered  this  material  prior  to  the  storekeeper  being 
stationed  at  the  plant,  and  then  the  value  of  that  material  was 
charged  against  the  storeroom  as  finally  developed. 

Mr.  Graham.  Well,  was  it  possible  then,  when  the  keeper  of  the 
stores  made  his  inventory,  for  him  to  arrive  at  any  fair  and  accurate 
estimate  of  the  amount  of  goods  that  had  come  into  that  place,  or 
did  he  simply  invoice  what  he  found  there  when  he  went  in? 

Capt.  BiESEL.  It  was  possible  for  him  to  arrive  at  a  fair  estimate 
of  the  goods  material  that  had  come  into  the  plant. 

Mr.  Graham,  How  did  he  do  that:  did  he  invoice  that,  and  then 
from  that  on  keep  a  record  of  the  stuff  as  it  came  in* 

Capt.  BiESEi,.  Yes,  sir. 
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Mr.  Graham.  So  that  in  your  judgment  at  the  end  of  the  job  the 
Government  record  showed  with  accuracy  what  had  been  received  as 
materials  on  that  job? 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  Well,  now  then,  on  that  record  you  found  there  was 
about  a  million  dollars'  shortage  when  compared  with  the  material! 

Capt.  BiESEL.  Compared  with  the  inventory. 

Mr.  Graham.  Yes;  inventory  which  we  assume  was  an  accurate 
account  of  the  stuff  checked  in  and  was  long  by  about  a  million 
dollars! 

Capt.  BiESBL.  Yes,  sir. 

Mr.  Graham.  What  kind  of  stuff  was  that  mostly;  you  said  there 
was  secondary  material,  or  what  did  you  call  it! 

Capt.  BmsEL,  Indirect  material. 

Mr.  Graham.  And  was  it  mostly  small  articles  as  you  detected  it! 

Capt.  BiESEL.  For  the  most  part;  yes,  sir. 

Mr.  Graham.  What  kind  of  things! 

Capt.  BtesEU  Wrenches;  drills;  steel  used  in  cutting  tools;  and 
cutting-off  tools ;  and  bolts ;  screws ;  nuts,  and  things  of  that  sort. 

Mr.  Graham.  Small  amounts  from  time  to  time,  but  aggregating 
a  large  amount  in  the  whole! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  During  the  time  that  plant  was  run  was  it  guarded 
in  any  way,  Captain  ? 

Capt.  BiESFX.  It  was;  very  effectively. 

Mr.  Graham.  Now,  what  sort  of  guard  did  it  have  around  it! 

Capt.  BiESBL.  They  had  men  stationed  around  the  entire  plant, 
armed  guards.  There  were  representatives  of  the  Military  Intelli- 
geace  Bureau  stationed  throughout  the  plant  as  operators;  there  was 
a  private  detective  agency  who  had  representatives  at  the  plant; 
these  men  being  all  serving  as  mechanicians  and  operators. 

Mr.  Graham.  Was  there  a  fence  around  the  plant? 

Capt.  BiESEL.  The  plant  faces  right  up  against  the  outside;  that 
is,  the  outer  wall  of  the  plant  is  formed  by  3ie  buildings  themselves 
for  the  most  part.     The  balance,  of  course,  is  protected  by  fencing. 

Mr.  Graham.  Were  the  workmen  required  to  go  there  and  to  go 
through  in  any  particular  entrances! 

Capt.  BiESBL.  Thev  were,  at  whicli  two  policemen  were  stationed. 

Mr.  Graham.  Well,  when  they  went  out  was  any  check  taken  of  the 
men,  wliat  they  were  and  what  they  were  carrying? 

Capt.  BiESEL.  There  was;  no  man  could  pass  the  policemen  with  a 
bundle  of  any  sort  without  showing  an  order  from  the  shipping 
room, 

Mr.  Graham.  What  about  the  gates  where  the  vehicles  went  in  and 
out;  was  that  same  system  true  tliere! 

Capt.  BiESEU  Yes,  sir. 

Mr.  Graham.  Did  that  system  always  exist  from  the  beginning! 

Capt.  BiESEL.  It  did. 

Mr.  Graham.  You  think  prior  to  the  time  the  Government  stoi-e- 
keeper  went  in  there  that  it  was  existing  there! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham,  Were  you  so  informed  by  people  who  had  been 
there;  vou  were  not  there? 
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Capt,  BiBSKL.  1  was  not  there  at  Uie  time,  but  from  affidavits  that 
I  liave  obtained  both  from  the  Government  representatives  at  the 
plant  an<l  from  the  contractor. 
Sir.  Graham.  What  did  you  obtain  affidavits  for,  Captain? 
Capt.  BiESEU  In  reporting  the  survey  to  the  local  board. 
Mr.  Grauau.  What  sort  of  affidavits  are  they ) 
CapU  B1E6TX.  Affidavits  as  to  the  reasons  for  this  shortage. 
Mr.  Grauah.  Well,  was  it  your  duty  to  prepare  such  affidavits 
wd  disclose  those  facts  to  your  superiors} 

Capt,  BiESEU  As  survey  officer  for  the  claims  board  and  assigned 
as  special  assistant  on  the  brake  shoe  to  present  that  claim,  it  was 
mv  duty- ;  yes,  sir. 

"Mr.  Graham.  Well,  "  To  present  the  claim,"  to  represent  the  Gov- 
ernment in  the  claim  t 
Capt.  B1E8EIX  To  represent  the  Government,  ^es. 
Mr.  Graham.  ''  To  present  the  claim,"  you  did  not  mean  that,  did 
j-out 

Capt.  B1E8EU  By  presenting  the  claim  I  meant  to  say,  I  go  over 
the  ckim  to  see  that  it  is  properly  set  up  and  then  in  the  proper  shapu 
to  be  0one  over  by  the  board,  medcing  certain  recommendations  either 
for  aOowance  or  disallowance  of  the  items. 

Mr.  Graham.  Well,  have  you  made  any  recommendation  about  thU 
ebortaget 

Cai£  BmaBL.  Not  on  the  million-dollar  shortage.  I  have  on  the 
$165,000  shortage. 

Mr.  Gbaham.  What  did  you  recommend  on  that  $165,000  short- 
age! 

Capt.  BiEBEU  My  findings  were  that  the  facts  as  set  forth  in  the 
affidavits,  that  the  shortage  was  due  to  overpricing,  was  not  an  actual 
ph}'sica1  shortage,  but  was  a  paper  shortage,  and  recommended  that 
no  charge  be  made  against  the  contractor. 

Mr.  Graham.  Well  now,  are  you  preparing  your  findings  on  the 
miUion-dollar  shortage  ? 
Capt.  BiEfiEu  Yes,  sir. 

Mr.  Graham.  Have  you  arrived  at  your  conclusion  about  what  you 
will  recommend  in  that! 
Capt.  BiESEi.  Not  finally. 

Mr.  Graham.  Well,  in  a  general  way,  what  are  your  conclusions? 
Are  you  going  to  recommend  a  waiver  of  that? 

Capt.  BiESEi.  No ;  at  the  present  time,  unless  there  is  some  other  evi- 
dence that  has  not  been  brought  forth  that  the  contractor  be  charged 
with  the  material  which  is  excessive — that  is,  the  shortage  is  excessive 
considering  the  proposition  as  a  manufacturing  project  of  the  size 
that  the  brake-shoo  contracts  with  the  Government  were. 

&Ir.  Graham.  Well,  do  you  think  that  they  bought  more  material 
than  thev  ought  to;  is  that  what  you  mean? 

Capt  BiESEL.  No;  but  that  on  nonexpendable  items  that  the  short- 
age is  in  excess  of  the  material  that  would  have  been  required  to  be 
used  to  complete  the  contract;  that  that  amount  should  be  charged 
against  the  contractor. 

Mr.  Graham.  Well,  you  believe — I  judge  from  what  you  say,  you 
believe  it  is  a  paper  shortage,  do  you  ? 
Capt  hisBBL,  On  the  mUlion  dollar  shortage! 
Mr.  Graham.  Yes. 
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Capt.  BiESEL.  Not  entirely. 

Mr.  Graham.  What  do  you  believe  about  itt 

Capt.  BiESEL.  There  are  certain  items  of  small  tools,  gauges,  Sash- 
lights,  and  things  of  that  sort  that  I  believe  were  taBen  from  the 
plant;  items  that  the  workmen  could  put  in  their  pockets  and  items 
that  would  not — material  that  would  not  be  bulky.  If  there  was  any 
bulky  object  under  a  man's  coat,  that  man  was  stopped  by  the  police- 
man. So  that  it  had  to  be  something,  and  had  to  he  taken  out  in 
such  small  quantities  that  it  would  not  be  apparent. 

Mr.  Graham.  Well,  then,  you  think  that  there  was  considerable 
pilfering  going  on  there? 

Capt.  BiESBL.  Yes,  sir. 

Mr.  Graham.  Do  you  know  how  much  it  was?  Have  you  any  idea 
how  much  it  was? 

Capt.  BiESEL,  No;  I  have  not. 

Mr.  Graham.  You  have  not  arrived  at  any  conclusion  what  you 
are  going  to  recommend  about  that? 

Capt.  BiESEL.  No,  sir. 

Mr.  Graham.  What  I  am  curious  to  know  is  how  do  you  figure  that 
the  shortage  is  not  all  that  way  ?  How  do  you  know  that  it  is  not 
goods  tTiat  they  used  for  something  else  or  carried  out  of  the  plant? 
That  is  a  very  large  shortage. 

Capt.  BiESEL.  1^  the  Brst  place  it  could  not  be  material  that  was 
carried  out  of  the  plant. 

Mr,  Graham.  Well,  why  ? 

Capt  BiESEL.  Or  material  used  by  them  for  other  purposes. 

Mr.  Graham.  Why? 

Capt,  BiEBEL.  It  could  not  have  been  material  carried  out  of  the 
plant;  they  were  engaged  on  nothing  except  Government  work. 

Mr.  Graham.  Well,  were  thev  making  anything  except  those 
shells  ? 

Capt.  BiESEL.  They  were  making  shells  and  they  were  making 
howitzers  and  spare  parts  and  certain  experimental  parts  in  the  shape 
of  trench  warfare  shells  and  certain  gauges,  for  instance,  and  sled 
used  there. 

Mr.  Graham,  How  did  they  know  they  did  not  use  some  of  this 
stuff  on  their  other  work? 

Capt.  BiESEL.  That  would  have  been  entirely  possible,  but  it  would 
not  have  affected  the  final  adjustment, 

Mr.  Graham.  Well,  it  would  on  some  particular  contract,  would 
it  not;  for  instance,  they  had,  if  I  remember,  a  contract  for  the  mak- 
ing of  a  9.2  shell,  and  they  had  a  contract  for  making  155  millimeter 
howitzers  ? 

Capt  BiESEL.  Yes,  sir. 

Mr.  Graham.  And  also,  I  think,  for  some  155  millimeter  shells! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  Now,  aside  from  that  they  had  other  contracts  for 
other  stuff,  I  guess,  they  were  making  partially  in  the  same  plant 
Supposing  they  took  something  which  was  to  make  some  of  the 
guns — some  of  that  material  and  used  it  to  make  something  else; 
or  some  of  their  tools  which  were  special  facilities  on  that  job,  and 
used  them  for  something  else,  and  then  they  come  to  settle  this  par- 
ticular contract:  they  get  credit  for  this  on  their  other  contract  and 
yet  they  are  lacking  it  on  their  other  contract;  if  it  is  waived  in  one 
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instance  they  have  to  be  paid  for  it  and  have  it  given  to  them  in  the 
other,  don't  they? 

Capt.  BiESEL.  This  shortage  does  not  cover  any  one  particular  con- 
tract, but  is  an  entire  shortage  covering  all  contracts. 

Mr.  Graham.  In  the  whole  plant? 

Capt.  BiESBt^  In  the  whole  plant;  it  is  not  a  particular  contract 
shortage. 

Mr.  Graham,  It  is  a  plant  shortage  isn't  it! 

Capt.  BiESEL.  It  is  a  plant  shortage. 

Mr,  (ir-xham:.  Then  tne  Government  did  not  differentiate  between 
tlie  material  furnished  on  the  different  jobs;  but  the  storekeeping 
and  inventorying  was  done  as  a  plant! 

Capt,  BiESEi^  The  inventorying  was  done  as  a  plant;  the  shortage 
W8S  shown  to  the  plant.  There  were  really  three  plants  there,  A,  B, 
ind  C,  and  the  material  in  each  plant  was  carried  separately,  but  the 
inventory  was  not  of  any  particular  plant ;  it  was  the  entire  plant, 

Mr,  (iraham.  Now.  where  were  the  stores  kept;  in  how  many 
places! 

Capt,  BiESEL.  There  was  one  general  storehouse. 

Mr.  Graham,  In  what  plant! 

Capt.  BiESEu  I  believe  it  was  in  plant  C. 

Mr,  Gr.\ham.  And  were  there  other  small  storehouses! 

Capt.  BiESEu  Yes,  sir. 

Mr.  Graham.  ^Vhere  were  they! 

Capt,  BiESEL.  Those  were  not  carried  by  the  Government;  the 
gcneial  issues  were  made  by  the  Government  storeroom  at  the  general 
storeroom,  and  were  carried  directly  by  the  brake  shoe;  that  would 
be  customary  in  each  department  for  the  foreman  to  make  his 
requisitions. 

Mr,  Gr-vham.  What  I  am  trying  to  ^et  at  is,  supposing  a  man  in 
plant  A  wanted  some  tools  or  somethmg  in  his  plant,  there  was  a 
store  in  his  establishment  wasn't  there! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Gr.\ham,  And  the  same  thing  in  plant  B  was  true! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Graham.  Supposing  a  man  was  working  on  those  houses  that 
you  built  outside  and  wanted  nails  or  bolts  or  tools,  there  was  a 
place  out  there  where  he  could  go  and  get  them,  wasn't  there,  some 
place:  he  did  not  have  to  go  into  the  plant  and  draw  his  stuff! 

Capt,  BiESEL.  No;  but  that  was  carried  in  a  separate  account, 
evervthing  that  was  used  in  connection  with  the  housing.  The  short- 
ape  is  not  inclusive  of  any  shortage  on  the  housing  proposition.  All 
of  that  was  carried  in  a  separate  item  and  the  cost-accounting  section 
pnid  for  that  material  as  delivered,  and  the  lumber  that  was  used 
in  there  so  far  as  I  know  did  not  come  into  any  storeroom. 

Mr.  Graham.  What  about  the  nails  and  other  hardware! 

Capt.  BiESEL.  They  would  have  to  come  into  the  general  store- 
Mr.  Graham.  Well,  was  there  a  system  of  accounting  kept,  or 
tracing  of  those,  so  that  the  foreman  who  went  into  the  general  store- 
room, ive  will  say,  and  took  out  a  half  dozen  kegs  of  n^^  V  some 
other  hardware  for  housing  and  took  it  on  tho  j*^  '*  ' "  ''^■kl  be 
charged  with  that  stuff!  "S^, 
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Capt.  BiESEu  No;  tliere  was  not.  We  charged  the  Brake  Shoe 
for  any  of  their  men.  The  quantity  that  went  out  of  the  storeroom 
being  used  in  some  other  department  that  would  be  charged  by  the 
accountant  to  the  cost. 

Mr.  Gkahasi.  How  would  the  foreman  or  man  who  had  this  get 
it  out  of  the  gate  ?  Supposing  he  wanted  it  for  the  housing,  we  will 
say ;  supposing  be  wanted  it  for  some  other  outside  buildings,  how 
would  he  get  it  out? 

Capt.  BiESEL,  He  would  have  to  show  his  authority  from  the  ship- 
ping department  there,  or  shipping  room,  it  is  called.  It  would  be 
really  an  order. 

Mr,  Graham.  Do  you  think  material  went  out  of  those  storerooms 
without  requisitions.  Captain? 

Capt.  BiESEL.  I  do;  yea,  sir;  basing  that  upon  the  affidavits  from 
the  various  stores'  inspectors  and  from  the  men  who  were  at  the  plant 
at  that  time. 

Mr.  Graham,  Did  they  state  in  their  affidavits  that  that  practice 
was  common  or  uncommon,  of  getting  stuff  without  requisitions? 

Capt.  BiESEL.  Thev  stated  that  it  was  done. 

Mr.  Graham.  Well,  now,  in  case  that  was  done,  some  man  would 
go  to  the  storekeeper  and  he  would  simply  get  out  of  thei-e  certain 
stores  and  take  them  away  and  in  that  case,  I  assume,  no  record 
would  be  kept  at  all;  is  that  true? 

Capt,  BiESEL.  They  were  not  posted.  That  is  a  contingency,  how- 
ever, that  you  meet  in  every  large  manufacturing  concern,  the  issu- 
ing of  stores  without  proper  requisition. 

Mr.  Graham,  I  know,  but  you  would  not  expect  it  in  a  (Jovern- 
ment  plant,  would  you? 

Capt.  BiESEL,  No;  you  would  not. 

Mr.  Graham.  Supjwsing  you  were  stationed  in  charge  of  a  store 
and  a  man  came  there  and  wanted  20  kegs  of  nails,  would  you  let  him 
have  them  without  a  requisition? 

Capt.  BiESEL.  I  certainly  would  not. 

Mr.  Graham.  Well,  who  was  respon-sible  for  that  condition;  who 
had  charge  of  that  while  that  pi-actice  was  going  on? 

Capt.  BiEEEL.  From  the  evidence  and  the  affidavits  it  appeared 
that  practice  continued  under  the  various  inspectors  that  they  had — 
the  storage  inspectors. 

Mr.  Graham.  Do  you  know  their  names? 

Capt.  BiESEL,  I  have  here  Capt.  Herbst. 

Mr.  Graham,  Give  us  his  initials, 

Capt,  BiESEL.  Capt.  F.  W.  Herbst  and  Lieut.  James  L,  Mooney. 
I  believe  he  was  a  lieutenant. 

Mr.  Graham.  They  were  stores  inspectors? 

Capt.  BizsEL.  Yes,  sir. 

Mr.  Graham.  Are  those  the  only  ones  whose  names  you  have, 
Captain  ? 

Capt.  BiESEL.  Those  are  the  only  names  I  have. 

Mr.  Graham.  Well,  that  claim,  then,  is  still  pending  and  undis- 
posed of  ? 

Capt,  BiESEL.  It  is. 

Mr.  Gr-*ham.  Can  you  give  us  any  idea  about  when  any  action  is 
proposed  to  be  taken  on  it,  Captain  ? 
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Capt.  BiESEL.  I  can  not,  due  to  the  fact  that  the  cost  accounting 
section  at  the  present  time  is  making  a  report,  going  back  through  all 

fast  purchases  and  finding  the  items  that  are  properly  chargeable, 
n  other  words,  it  is  really  a  rechecking  of  the  entire  proposition. 

Mr.  Graham,  You  have  got  a  force  of  cost  accountants  at  work  out 
there,  have  you  i 

Capt.  BiEBEL.  We  have. 

Mr.  Grahah.  How  many  men! 

Capt.  BiESEL.  We  have  10  men  at  the  plant  at  the  present  time  we 
put  on. 

Mr.  Graham.  Mr.  Jefferis,  do  you  want  to  ask  him  any  (questions? 

Mr,  Jeffehis.  Have  you  any  idea  as  to  the  amount  of  this  indirect 
material  that  was  brought  there  by  that  company? 

Capt.  BiESEU  I  can  not  tell  you  that,  sir. 

Mr.  Jefferis.  Was  it  several  million  dollars? 

Capt.  BiBSEL.  Yes;  you  see  the  dormitories  alone,  or  the  amount 
that  the  Government  paid  for  the  dormitories,  their  proportion,  was 
$750,200;  that  is,  not  counting  in  indirect  materials. 

Mr.  Jefferis,  I  know :  but  if  there  is  an  indirect  material  shortage 
there  of  practically  a  million  dollars,  consisting  of  such  things  as  you 
have  mentioned,  they  must  have  purchased  several  million  of  that, 
didn't  they — tools  and  stuff? 

Capt.  Bieseu  Yes,  sir.    May  I  make  a  statement  here? 

Mr,  Graham.  Yes,  sir. 

Capt.  Biesel.  This  shortage,  too,  is  due  to  an  overpricing  by  the 
storeroom — material  purchase,  we  will  say,  at  a  time — -let  us  take  the 
item  of  drills — drills  purchased  at  the  time  when  they  were  low  would 
come  in  and  be  charged  on  the  book  as  low  and  would  be  issued  per- 
haps a  month  later  and  the  price  had  jumped,  and  meanwhile  another 
order  of  drills  had  come  in,  and  when  they  were  issued  they  would  be 
issued  at  the  price  at  the  last  time ;  that  is,  that  the  last  order  came 
in.  That  made  an  overpricing,  and  on  the  final  settlements,  final  ad- 
justments, of  this  contract  it  was  found  that  although  the  balance  of 
mdirect  materials  on  hand  and  in  plants  for  money  value  should  be 
approximately  $500,000,  the  actual  physical  inventory  appraisal  and 
this  physical  inventory  showed  $572,000,  which  is  evidence  right  there 
that  there  was  a  great  deal  of  overpricing. 

Mr.  Jefffjiis.  That  would  be  in  your  cost-accounting  arrange- 
ment, wouldn't  it? 

Capt,  Biesel.  Yes,  sir. 

Mr.  Jefferis.  I  am  talking  of  yonr  inventory  and  the  things  as 
thev  came  in:  they  kept  the  number  then,  didn't  they? 

Oapt,  Biesel.  '\  es,  .sir. 

Mr.  Jefferis.  How  does  that  check  out? 

Capt.  BtBSEi,.  That  is  where  the  discrepancy  shows,  between  their 
perpetual  inventory  and  the  inventory  at  the  completion  of  the  con- 
tract. 

Mr.  Jefferis.  Now.  as  to  the  inventory  of  the  material — leaving 
your  cost  out  for  the  time — the  shortage  is  a  shortage  of  material  ? 

Capt.  Biesel.  As  checked  with  the  inventory. 

Mr.  Jefferis.  Now.  how  much  shortage  of  material  is  there? 

Capt.  Biesel.  That  I  can  not  give  von.  It  is  represented  there  in 
numerous  small  articles.    There  are  about  300  pages, 

Mr.  Jefferis.  And  those  small  items  consist  of  those  tools? 

— --"-'gi'-' 


1784  WAB  EXPENDITUEES. 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Jefferis.  And  things  of  that  kind? 

Capt,  BiESEL,  Yes,  sir. 

Mr,  Jeffehis.  You  have  not  figured  it  up  as  to  value? 

Capt,  BiESEL.  Not  completely ;  tliat  is  being  done,  and  being  fig- 
ured at  the  present  time.  ' 

Mr.  Jfjteris.  Have  you  any  idea  as  to  where  it  will  go  as  to 
value  of  that  material  ? 

Capt.  BiESEi*  I  am  saying  approximately  $1,000,000, 

Mr.  Jepteries.  Approximately  a  million  dollars  on  material? 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Jeffehis.  Do  you  know  about  how  many  men  worked  there 
at  any  time? 

Capt.  BiESEL.  I  could  not  tell  jou  that. 

Mr.  Jefferis.  In  a  general  way,  thousands  of  men? 

Capt.  BiF^EL.  Yes;  there  were.  That  was  brought  out,  I  believe, 
in  the  prior  testimony  of  the  American  Brake  Shoe  officials  here. 
They  were  probably  in  a  better  position  to  give  the  exact  number  of 
men  there  than  I  would  be. 

Mr.  Jefferis,  Now,  this  other  $165,000  shortage  was  that  in  ma- 
terials ? 

Capt.  BiESEL.  Yes;  that  was  a  direct  storeroom  account  and  rep- 
resented practically  the  same  items. 

Mr.  Jefferis.  ^Vell,  do  you  think  that  went  out,  too? 

Capt.  BiESEL.  No;  I  believe  that  is  directly  due  to  their  over- 
pricing and  issuing  without  requisitions. 

Mr.  Jefferis.  In  other  words,  they  did  not  get  it  on  their  books? 

Capt.  BiESEL.  They  did  not  get  it  on  their  books;  they  did  not 
post  it. 

Mr.  Jefferis.  In  other  words,  you  think  that  material  was  ac- 
tually used  there  in  the  plant? 

Capt.  BiESEL.  Yes,  sir, 

Mr.  Jefferis,  But  was  not  posted? 

Capt.  BiESEL.  Yes,  sir. 

Mr.  JeI'TEris.  Do  you  have  affidavits  covering  that? 

Capt.  BiESEL.  I  have. 

Mr.  Jefferis.  What,  in  a  general  way,  is  the  puriwrt  of  tbose 
affidavits?  I  do  not  want  to  read  them  into  the  record,  but  what  do 
they  undertake  to  say? 

Capt.  BiESEL.  The  incompleteness  of  the  record  as  carried  at  the 
storeroom  at  the  time  and  oy  the  purchasing  officer,  and  the  over- 
pricing and  overcharging  of  material,  and  a^o  the  issuing  of  mate- 
rial without  requisitions,  I  believe  that  this  could  have  all  been 
avoided  had  the  records  been  kept  properly. 

Mr.  Jefferis.  Now,  did  the  company  itself  keep  any  separate 
records  ? 

Capt.  BiESEL.  They  did. 

Mr.  Jefferis,  Have  you  gone  into  their  records  in  any  way? 

Capt,  BiESEL.  Yes,  sir. 

Mr.  Jefferis.  What  do  their  records  show? 

Capt.  BiESEL.  Their  records  showed  on  the  char —  ' ■"■-  -^,ock- 

room  as  originally   charged  to  the  stockroom,  i  as 

charged  off  by  the  cost-accounting  section,  whic  tliat 

to  the  stock  account  $1,880,000  and  some  odd  £  '.  am 
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not  giving)  leaving  a  balance  charged  wtinat  the  stock  account  of 
gpproximately  $500,000.  Now,  when  the  physical  inventory  was 
uten  I  ^d  it  showed  stock  on  hand  of  $572,000,  merely 

Mr.  Jefferis  (interposing).  So  according  to  their  record  there 
was  more  stock  on  haira  than  what  they  were  entitled  to? 

Capt.  BiESEL.  There  was  more  stock  on  hand  than  what  they  were 
entitled  to,  as  shown  by  their  books. 

Mr.  Jefferis.  By  their  books? 

Capt,  BiESEi,.  And  the  Government  accountant's  books. 

Mr.  Jetfebis,  Both  were  wrong? 

Cipt.  BiESEL,  Both  the  Government  accounts  and  the  contractor's 
books  agree. 

Mr.  Jeffebis.  They  did  agree? 

Capt.  Bieseu  They  agreed  at  that  time,  because  they  are  working 
from  iiKHiey  values.  That  $572,000  they  immediately  charged  $71,- 
000  back  to  stock. 

Mr.  Jefferis.  That  should  be  on  hand? 

Capt.  Biesel,  That  was  practically  on  hand  at  the  inventory. 

Mr,  Jeffebis.  The  other  350  affidavits  that  you  have,  do  they  pur- 
port to  show  that  these  indirect  materials  were  pilfered  out  of  there! 

Capt  BiESEL.  They  set  forth  that  that  was  possible  and  undoubt- 
edly aid  occur,  but  that  every  known  method  was  used  to  prevent  it. 

Mr.  Jefferis.  Who  are  producing  the  people  to  make  these  affida- 
vits—the company? 

Capt  BiESEL.  No,  sir;  the  Government  representatives  at  the 
plant,  the  company  officials,  and  the  accountants;  their  affidavits  are 
taken. 

Mr.  Jefferis.  Well,  are  they  all  making  an  affidavit  to  the  effect 
thst  it  was  possible  for  it  to  be  pilfered? 

Capt  BiesEL.  No ;  the  company  makes  that  affidavit. 

Mr.  Jefferis.  The  company  makes  the  affidavit  that  it  was  pos- 
sible that  these  indirect  materials  could  be  pilfered? 

Capt.  BiESEi.  Yes,  sir. 

Mr.  Jfjtebis.  Have  you  any  other  affidavits  of  any  other  purport? 

Capt  BiESEX.  The  anidavits  of  Capt  Herbst  to  the  effect  that  it  is 
Dodoubtedly  a  paper  shortage;  the  affidavit  of  the  accountant  in 
charge.  Mr^  Kinsey,  Government  representative,  to  the  effect  that  it 
is  undoubtedly  a  paper  shortage. 

Mr.  Jefferis.  Well,  they  would  naturally  make  them  to  clear  them- 
selves, wouldn't  they? 

Capt.  BiESEL.  Not  necessarily,  under  the  terms  of  the  contract. 

Mr.  Jefferis.  Well,  wouldn't  it  look  sort  of  queer;  as  if  they  had 
not  been  looking  after  things  there  properly? 

Capt  BiESEL.  The  fact  that  they  are  admitting  a  paper  shortage 
shows  that  it  is  directly  against  them  rather  than  in  ifavor  of  them ; 
it  showed  that  the  records  were  not  completely  kept. 

Mr.  Jefferis.  Well,  in  other  words,  it  is  admitting  on  their  part, 
so  to  speak,  that  they  did  not  keep  the  records  correctly,  and  there- 
fore the  company  should  not  pay  for  it ;  is  that  it  ? 

Capt.  BiESEL."0nder  the  t«nns  of  the  contract  the  company  can 
not  be  held  responsible,  except  where  willful  default  or  negligence  is 
shown. 

Mr.  Jeffebis.  Well,  I  sav,  the  purport  of  Herbst's  affidavit,  and  so 
forth,  would  be  to  excuse  the  company  from  ai^  liability! 
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Capt.  BiESEL.  Yes,  sir. 

Mr.  Jefferis.  And  that  is  true  of  this  other  accountant,  is  itf 
What  is  his  name? 

Capt.  B1E8EL.  Mr.  Kinsey. 

Mr,  Jefferis.  You  say  it  is  true  of  him,  isn't  itt 

Capt,  BiESEL.  That  would  be  apparent ;  that  is,  would  not  have  that 
purpose,  but  the  affidavit's  as  attached  to  this  survey  actually  do. 

Mr,  Jeffehis.  Did  Mooney  make  an  affidavit,  toot 

Capt  BiESEL.  Yes,  sir, 

Mr.  Jefffjus.  How  lon^  had  these  men,  Kinsey,  Mooney,  and 
Herbst,  been  up  there  at  this  company  plant? 

Capt.  BtESEi.  Capt.  Herbst  was  there  shortly  after  the  plant 
started  operation  and  was  there  up  until  about  October  14,  I  be- 
lieve, of  1918;  and  Mr.  Mooney  was  there.  I  believe,  subsequent  to 
that  time;  and  Mr.  Einsey  was  there  directly  after  Mr.  Bobinson, 
practically  during  the  entire  life  of  the  contract. 

Mr.  Jeffebis.  So  you,  as  surveying  officer  up  there,  are  having 
these  affidavits  siibmitted  to  you:  is  that  it? 

Capt.  Biesel.  Asking  for  affidavits  setting  forth  the  facts  in  the 
case. 

Mr.  JErniRis.  So  that  you  can  arrive  at  some  recommendation;  is 
that  it? 

Capt.  BiEBEL.  Yes,  sir. 

Mr.  Jefferis.  And  on  the  part  of  the  company  you  have  affidavits 
indicating  that  it  was  possible  for  the  wortmen  .to  carry  out  this 
indirect  material  in  small  quantities? 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Jefferis.  Then,  on  the  part  of  the  Government,  so  to  speak, 
the  inspector  there  undertaking  to  make  affidavits  indicating  that  it 
was  a  paper  shortage  rather  than  an  actual  shortage? 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Jefferis.  And  then  you  are  to  try  to  guess  between  them,  or 
whatever  insight  you  can  get  into  it  as  to  what  shall  be  done;  is 
that  it? 

Capt.  B1FJIEL.  That  is  practically  it.  My  recommendations  are 
based  merely  on  the  investigation  of  the  facts  which  is  approved 
or  disapproved  by  the  claims  board  representing  that  district,  and  in 
turn  before  it  becomes  effective  it  finally  has  to  be  approved  by  the 
Secretary  of  War  or  his  representatives. 

Mr.  Jefferib.  Well,  have  you  in  any  way  in  checking  this  inven- 
tory found  anything  in  it  that  seemed  to  ne  wrong,  so  far  as  you 
can  see? 

Capt.  BiESEL.  Certain  items  that  are  expendable  that  are  exces- 
sive. As  I  stated  before,  I  believe  that  the  contractor  should  un- 
doubtedly be  charged  with  those;  I  do  not  think  there  is  any  ques- 
tion about  that. 

Mr.  Jefferis.  Just  what  do  you  mean  by  "  excessive ; "  certain 
items  were  excessive? 

Capt.  BiESEL.  If  you  require  a  certain  amount  of  material  to  com- 
plete a  contract  and  your  shortage  at  the  end  of  that  contract,  plus 
the  material  furnished  under  the  contract  that  had  been  actually 
used  is  in  excess  of  the  normal  amount  that  would  be  required  under 
manufacturing  conditions  to  complete  the  original  contract,  I  would 
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say  that  tlie  amount  over  and  above  that  is  excessive  and  should  be 
charged  directly  against  the  contractor. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Graham.  Mr.  Garrett,  do  you  desire  to  ask  him  anything? 

Mr.  Gabrett.  Capt.  Biesel,  when  was  this  shortage  first  discov- 
ered? 

Capt.  Biesel.  Not  until  after  the  inventory  was  completed.  There 
was  believed  to  be  a  shortage  there.  I  went  to  the  plant  several 
months  ago,  and  in  checking  up  the  card  records  found  that  there 
were  a  great  many  irregularities  appearing  on  the  purchase  of  in- 
creased facilities,  items  which  should  be  chargeable  to  cost,  which 
were  charged  to  increased  facilities.  Investigation,  however,  brought 
ont  that  tlie  cost  accountant  had  made  a  charge  against  cost  and  a 
credit  to  increased  facilities  on  past  summaries  in  order  to  correct 
these  irregularities. 

Mr.  Garrett.  Will  you  just  explain  to  me,  please,  what  you  mean 
by  a  chame  against  cost? 

Capt.  Biesel.  I  may  have  to  go  back  into  the  contract  a  bit,  if 
you  have  no  objection.  The  contract  is  a  cost-plus  contract  with  a 
participating  profit  clause ;  in  those  contracts  it  sets  up  what  items 
will  enter  into  the  cost  on  the  completion  or  termination  of  such  a 
contract,  the  cost  is  finally  adjusted,  and  if  the  cost  per  unit  is  less 
than  the  estimated  cost  under  the  terms  of  the  contract,  then  the 
contractor  b  entitled  to  either  30  per  cent  or  50  per  cent  of  the  saving 
to  the  United  States  Government,  known  as  participating  profits. 
Now,  increased  facilities  are  never  figured  into  the  cost  of  the  pro- 
duction. 

Mr,  Garreit.  They  get  no  plus  on  the  increased  fncilities? 

Capt,  BiESEi^  On  the  increased  facilities.  That  is  onlv  on  par- 
ticipating profits;  it  hasn't  reference  to  the  cost  end.  'kow,  any 
item  that  is  charged  to  the  cost  of  production  that  should  be  chared 
to  the  increased  facilities  reduces  the  cost  of  production  and  in- 
creases by  the  percentage  of  the  participating  profits  that  is  allowed 
the  amount  due  the  contractor  as  profits  on  his  participating  profits. 

Mr.  Gaukett.  It  would  be  to  the  interest  of  the  contractor  to 
have  as  much  as  possible  charged  to  costj  is  that  it? 

Capt.  Biesel.  Directly  the  otlier  way;  it  would  be  to  the  intesest 
of  the  contractor  to  have  as  much  as  possible  charged  to  increased 
facilities. 

Mr.  Graham.  In  that  kind  of  a  contract;  in  a  participating  con- 
tract.   If  it  was  the  other  kind  of  a  contract,  the  other  would  oei 

Capt.  Biesel.  Yes;  if  it  was  a  cost-plus  without  a  participating 
clause. 

Mr.  Garrett.  Now,  you  say  you  went  there  some  time  ago  and 
examined  the  card  indexes  and  found  things  charged  to  increased 
facilities  that  should  have  been  charged  to  cost? 

Capt.  BtESEL.  Ye3. 

Mr.  Garrett.  Was  that  the  first  suspicion  of  shortage,  or  do  you 
know? 

Capt.  BiESEi,,  So  far  as  I  am  concerned,  it  was. 

Mr.  Garrett.  You  had  heard  nothing  prior  to  your  going  there 
and  making  this  investigation  of  the  card  indexes  of  there  being 
a  possible  shortage? 
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Capt  BrESEL.  Xot  of  a  possible  shortage.  Over  a  year  and  a  half 
&gO  when  I  was  there  I  noticed  that  the  cards  kept  by  the  property 
manager  were  not  kept  as  fnll  as  they  should  have  been, 

Mr.  Garbett,  Well,  did  you  verify,  almost  immediately  after  the 
visit  to  which  you  have  referred — some  months  ago ;  did  you  verify 
your  suspicions?  In  other  words,  did  you  continue  the  work  rign* 
alon^  then  ? 

Capt.  BiESEL.  I  placed  some  men — assigned  some  men  immediately 
to  check  the  increased  facilities  and  make  a  report  on  what  items 
had  been  charged  to  increased  facilities  that  should  have  been 
chared  to  cost.  That  will  be  furnished  to  the  Cost  Accounting 
Section.  It  is  believed — ^I  believe  that  certain  of  those  items  have 
already  been  adjusted  by  Mr.  Kinsey,  but  we  were  unable  at  the 
present  time  to  dnd  his  pap)ers. 

Mr,  Garrett.  Well.  now.  I  want  to,  if  I  can.  get  a  little  clearer 
idea  than  I  have  at  the  present  time  about  the  meaning  of  the  ex- 
pression "paper  shortage.'"  That  wonld  occur  only  in  ca.ses  where 
errors  had  been  made  as  to  the  prices  charped  the  contractor  in  the 
distributing  office,  the  Government  distributing  office? 

Capt.  BiRSEL.  That  would  l>e  one  of  the  elements. 

Mr,  Garrett.  What  other  elements,  now,  would  enter  into  this 
matter  that  you  call  a  paper  shortage? 

Ciipt,  BiESEL.  Besides  the  pricing  would  be  the  failure  to  post 
either  the  incoming  material  received  or  material  issued. 

Mr.  Garrett.  Failure  on  the  part  of  whom? 

Capt,  BiESEL.  The  Government  distributor  that  you  have  referred 
to. 

Mr.  Garrett.  Any  other  element? 

Capt.  BiESEL.  Not  that  I  know  of  that  would  enter  directly. 

Mr.  Garrett.  Well,  now,  how  would  that  failure  to  post  consti- 
tute a  mere  paper  shortage,  which,  if  he  did  not  post  them,  if  he  did 
not  keep  an  account  of  them,  why  would  it  be — or  at  least  given  an 
opportunity  for  just  plain  stealing? 

Capt.  BiESEU  Well,  the  entries  of  incoming  material  were  posted. 
The  point  that  I  intended  to  raise  was  that  the  material  that  was 
issued  out  or  distributed  in  many  cases  was  not  posted. 

Mr,  Gr.\iiam.  That  is  what  he  is  asking  you.  Captain;  why  doesnt 
that  give  an  opportunity  for  just  plam  stealing — to  the  man  to 
whom  it  is  issued  ? 

Capt.  BiESEL.  It  does,  or  it  would  in  a  commercial  concern  where 
the  men  were  not  guarding  your  plant  so  that  material  of  that  sort 
was  going  out, 

Mr.  Garrett.  Any  other  elements  that  would  go  into  the  term 
"  paper  shortage  "? 

Capt.  BiESEL.  Xot  that  T  know  of. 

Sir.  Garrett. — Now.  let  me  see  if  I  get  the  system.  Under  this 
contract  the  contractor— you  correct  me  if  I  am  wrong — the  con- 
tractor would  notify  the  Government  as  to  what  probably  would  be 
needed ;  thereupon  "the  Government  would  purchase  this  stuff 

Capt.  BiESEL  (interposing).  May  I  interrupt  there?  Pardon;  not 
under  a  cost-plus  contract  The  contractor  would  issue  an  order  for 
what  they  needed;  that  job  order  or  whatever  order  was  required 
would  be  O  K'd  by  the  Army  inspector  of  ordnance,  the  purchase 
would  then  be  made. 
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Hr.  OAMMMftT.  And  the  materiti  would  be  shipped  to  the  plnnt  and 
delivered  to  the  rwresentatives  of  the  Govemmentt 

Capt.  BiESEL.  \es,  sir. 

Mr.  Gabkett.  And  placed  in  these  storerooms! 

Capt.  BtKsKL.  Only  such  material  being  accepted  as  the  store- 
keeper had  a  coPT  of  the  ordipnal  order  for. 

Mr.  Gabbett.  There  would  be  furnished  from  the  contractor  to 
the  storekeeper  a  copy  of  the  requisition  which  he  had  made  upon 
the  Govenuneotl 

Capt.  BiESBU  Yes.  sir, 

Mr.  Garbett.  And  he  would  accept  just  that  material  called  for 
in  this  copy* 

Capt.  BissEL.  Yes,  sir. 

Mr.  Gabbett.  Then  when  in  the  work  certain  niftterials  were 
required  a  superintendent  or  some  other  employee  of  the  contractor 
would  eo  to  the  storeroom  in  which  this  property  that  had  been 
bought  DY  the  Government  was  stored  and  present  his  requisition  or 
demand  for  that  and  it  would  be  delivered  to  him  i 

Capt.  BiBSEi^  Yes,  sir. 

Mr.  Garrett.  Then  this  excessive  supply  that  you  referred  to — 
I  have  forgotten  the  exact  expression  you  used — you  said  there  were 
certain  portions  of  this  that  undoubtedly  the  contractor  ought  to 
bear  because  of  excessive 

Capt.  BiESEL  (interposing).  Because  the  shortage  was  excessive, 

Mr.  Gahbetp,  The  shortage  was  excessive? 

Capt.  Biesfx.  Ye~s;  the  material  used  for  the  contract  was  per- 
haps excessive. 

Mr.  Gakrett.  Now,  that  would  mean,  then,  that  the  requisition 
made  by  the  contractor  upon  the  Ordnance  Department  in  tlie  first 
instance  was  excessive;  is  that  correct? 

Capt.  Biesel.  It  would,  going  so  far  as  to  say  that  this  material 
was  purchased  or  order  was  approved  by  the  Army  inspector  as  the 
Government's  representative,  and  then  this  material  on  that  Ord- 
nance order  was  purcha.sed  by  the  contractor;  the  money  was  used 
to  purchase  that.  In  turn,  when  it  was  received  and  checked  into 
the  Government  storeroom,  then  the  accountant  voucher  on  this 
material  paid  the  American  Brake  Shoe  &  Foundry  the  sum  which 
they  had  already  paid  to  the  people  who  they  had  onlered  it  from. 

Mr.  Gabbett,  I  see. 

Capt.  Biesel.  The  accountant,  of  course,  having  in  his  files  the 
certification  from  the  storeroom  that  had  been  received  and  the 
order  or  requisition  from  the  contractor  that  it  was  necessary  for 
the  performance  of  the  contract, 

iMr.  Gabbett.  Do  these  men  in  their  affidavits  state  that  the  poods 
were  given  to  the  men  that  would  go  there  for  them  without  requisi- 
tion? 

Capt,  Biesel.  Capt.  Herbst  states — perhaps  I  had  better  nuoto 
fi-om  one  paragraph  of  his  affidavit.  Paragraph  5  of  his  affldnvit 
states : 

As  the  matt'rifll  was  us«l  from  the  slorerodiu  It  was  r«|iilsltiiiiiiil  out, 
every  requisition  beinc  prlctil  hy  referring  tii  the  lnventor>-  <.tinl,  at  which  lime 
the  quantity  issued  was  recordeil  on  the  inventory  cnrri.  It  t»  certainly  only 
logical  to  asRuine  that  the  clerk  In  prlclnR  this  requisition  rcci)niiHl  It  on  the 
toril  In  the  same  operation.    It  Is,  then'fore.  believed  that  the  quantity  short- 
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age  of  material  found  Is  due  to  the  fact  that  materials  were  Issued  oat  of  the 
storeroom  without  getting  a  requisition  of  tlie  clerk  for  the  materlaL  Alio  tbu 
such  condition  exists  at  every  large  plant,  and  therefore  It  is  only  natural  tint 
it  should  exist  at  this  plant. 

Mr.  Garr£TT.  Now,  you  have  read  a  paragraph  from  the  affidavit 
of  Capt.  Herbst;  is  that  all  the  reason  he  gives  in  his  affidavit  in 
excuse  of  materials  being  Issued  without  a  formal  requisition  t 

Capt,  BiESEL,  That  is  all  in  the  affidavit ;  yes,  sir. 

Mr.  Garrett.  In  your  investigations  about  this  matter  have  you 
heard  of  any  cases  of  actual  stealing  there  that  were  detected? 

Capt.  BiBSEL.  Ves;  there  have  been  cases  of  actual  stealing.  The 
difficulty  has  been  that  they  have  never  been  able  to  get  a  t-onvic- 
tion  in  the  courts  in  Erie.     Men  have  been  released. 

Mr.  (lARRETT.  Laborers  in  the  plant  have  l)een  caught  with  tbs 
goods  on  tliein  and  arrested? 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Garrett.  Have  there  beeu  any  other  cases  except  of  laborers 
in  the  plant  that  you  know  anything  about;  foreman  or  what 

Capt.  BiESEL  (interposing).  Xot  that  I  know  of,  of  foreman. 
There,  has  been  laborers  throughout  the  plant.  Operators  and 
men  ill  the  employ  In  the  capacity  of  clerks  and  elevator  men  and 
n  few  things  of  that  sort.  It  is  my  undei'standing  that  there  have 
been  no  conviction  of  any  of  the  men  that  have  been  caught  and 
reported. 

Air.  Garrett.  Now,  going  back  to  this  paper  shortage  business 
a  moment.  I  imdei-stood  you  awhile  ago  to  say  that  this  sort  of 
a  situation  might  have  occurred,  or  did  occur,  in  fact:  A  pur- 
chase would  be  made  of  certnin  materials  at  a  certain  price:  they 
would  be  i.'^ued  at  that  price  from  the  Government  distributing 
]M>int  to  the  contractor:  theu  next  month  another  purchase  of  that 
wime  material  would  come  in  which  cost  higher,  which  cost  more 
money,  the  market  having  advanced,  and  there  were  instances 
where  that  material  would  he  i.ssued  st  the  same  cost  of  the  prior 
month:  did  I  understand  yoii  correctly  about  that? 

Capt.  B1E.SKI,,  That  would  happen,  but  it  usually  occurred  just 
the  reverse. 

Mr.  Garrett.  That  is,  they  would  have  the  stutf  they  bought 
at  a  low  price  on  hand  when  a  new  quantity  come  in  that  cost 
iiiorr  and  thev  would  issue  the  first  stuff  at  the  cost  of  the  second 
batch? 

Capt.  BiE-sEL.  Yes.  sir. 

Mr,  Garrett.  Well,  of  course,  under  the  contract  that  ought  to 
go  to  the  contractor  at  the  price  at  which  it  was  purchased  by  the 
Govei-nnient:  under  the  terms  of  the  contract? 

Capt.  BiESEL.  Under  the  terms  of  the  contract  it  amounted  to 
overpricing  and  the  contractor  being  charged  for  these  materials 
at  a  higher  price  than  the  Government  for  it. 

Mr.  Garrett,  A^lint  sort  of  records  did  contractors  keep  about 
these  materials  used  every  day? 

Capt.  Bifj^ei,.  The  contrnctor  kept  hi^  records  usually  in  money 
value  only  so  far  as  I  have  Wen  able  to  det(>rmine. 

Mr.  Garrett.  Would  not  itemized  the  articles  and  say  so  many 
wrenches  and  of  a  eerfiiin  dimension,  but  wrenches  so  niiich? 

Capt.  BiFsri..  I  conid  not  say  as  to  that. 
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Mr.  Garrett.  You  have  not  personally  examined  the  records  of 
the  contractor? 

Capt.  BiELEL.  I  have  examined  their  finally  posted  records  as  to 
the  aiiiounta  that  was  issued,  but  not  their  personal  records. 

Mr.  GARHirrT.  By  the  way,  what  do  you  mean  by  "  posted  records  "  ? 

Capt.  BiESEU  What  I  meant  was  not  their  worthing  sheets  but  their 
records  showing  a  certain  amount  chargeable  to  stock;  a  certain 
amount  credited  to  stock  due  to  such  and  such  a  summary.  Now, 
the  actual  working  sheet  of  that  is  the  summary  itself.  The  ma- 
terial listed  on  there  by  the  cost  accountant  is  as  to  the  price  given 
him,  I  believe,  from  the  storeroom. 

Mr.  Garrett,  Well,  now,  a  while  ago  reference  was  made  to  the 
possible  issuance  of  material  from  the  Government  distributing  room 
without  it  being  posted ;  you  meant  by  that  not  posted  on  the  books? 

Capt.  BiESEL.  Not  posted  on  the  storeroom  books  or  records. 

Mr,  Garrbit,  On  the  storeroom  records? 

Capt,  BiESEL.  Yes,  sir. 

Mr.  GARRirrr.  How  large  a  force  of  men  was  at  work  there  in  that 
distributing  room,  do  you  know? 

Capt.  BiESEL.  No  I  and  there  was  a  great  deal  of  difficulty  in  get- 
ting men.  In  fact,  m  many  instances  they  would  call  up  some  man 
and  they  would  have  great  difficulty  in  getting  men  with  civil- 
Bervice  qualifications  and  they  were  short-handed;  that  was  disclosed 
in  part  of  the  evidence,  and  then  certain  of  the  contractors  men  loaned 
to  them  for  that  purpose.  In  fact,  I  believe  the  conrtactor  loaned  a 
force  of  his  accountants,  and  part  of  them  to  the  stockroom  at  one 
time. 

Mr.  Garrett.  These  employees  of  the  Government  in  there  have  to 
be  civil-service  employees! 

Capt.  BiESEL.  Yes;  they  are  civil  service  or  commissioned  or  en- 
listed personnel. 

Mr.  Garrett.  Well,  wei-e  any  of  the  contractors'  men  loaned  to  the 
Government  in  there  for  the  purpose  of  distributing  this  stuff  and 
delivering  it  to  the  contractor  that  you  know  of? 

Capt.  BtBSEL.  That  I  could  not  say. 

Mr.  Garrktt.  I  mean  performing  the  physical  delivery;  not  the 
bookkeeping? 

Capt.  BiESEL.  That  I  could  not  say. 

Mr,  Garrett.  If  a  man  came  in  there  and  wanted  a  keg  of  bolts,  I 
suppose  there  was  some  man  there  to  get  them  out  for  him  from  the 
stock? 

Capt.  BresEL.  Yes,  sir. 

Mr,  Garrett,  You  do  not  know  whether  any  of  the  contractors' 
people  were  in  there  to  act  in  that  capacity  or  not? 

Capt,  BiESEij.  No;  it  is  entirely  possible,  on  account  of  the  shortage 
of  help,  but  I  do  not  know. 

Mr.  Garrett,  What  is  the  attitude  of  this  American  Brake  Shoe 
Co,  generally  on  this  matter? 

Capt,  BiESEL.  You  mean  generally  in  connection  with  the  Govern- 
ment work? 

Mr.  Garrett,  In  connection  with  this  alleged  shortage? 
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Capt.  BiEBEL.  They  believe  from  their  books  that  this  is  not  an  ac- 
tual shortage;  that  the  material  was  used  and  expendable  in  Uw 
amount  of  completed  units. 

Mr.  QARRBrr.  This  may  be  asking  for  an  opinion,  a  legal  opinion 
in  construction  of  the  contract,  and  if  so,  and  you  do  not  care  to  an- 
swer, you  need  not  But  I  will  ask  you,  would  Uie  contractor  be  liable 
for  such  materials  as  might  have  been  stolen  by  Ms  employeesf 

Capt.  BiESEi_  It  would,  provided  that  willful  default  or  negli- 
gence could  be  shown. 

Mr.  Gabrett.  Well,  that  is  exactly  the  point.  Of  course,  you  mean 
if  willful  fault  or  negligence  could  be  shown  on  the  part  of  whomt 

Capt.  BiESEL.  On  me  part  of  the  contractor. 

Mr,  Garbbtt.  Well,  the  contractor  is  a  corporation. 

Capt.  BiESEL.  The  terms  of  one  clause  of  the  contract  recites  that 
the  contractor  shall  not  be  held  responsible  for  any  depreciation  of 
value  of  material  or  for  any  shortages  that  may  arise  thereunder 
except  through  willful  default — except  where  willful  default  or 
n^hgence  can  be  shown. 

Mr.  Garrett.  Well,  now,  suppose  I  had  been  at  work  in  that  plant 
as  a  laborer,  employed  by  the  company 

Capt  BiESBi.  Yes. 

Mr,  Garrftt  (continuing).  And  I  had  taken  some  of  the  mate- 
rial— stolen  it — would  the  company  have  been  liable  on  that  or  would 
the  Government  have  had  to  stood  for  my  peculation,  or  do  yoa  car© 
to  express  an  opinion  about  that? 

Capt  BiESEL.  I  would  prefer  not  I  think  that  is  a  matter  that 
may  really  have  to  have  the  Attorney  General's  ruling  in  view  of  a 
clause  of  the  contract. 

Mr.  Garbett.  Well,  of  course,  I  won't  press  you  upon  that  propo- 
sition because  probably  that  very  element  will  be  involved  m  this 
settlement  which  you  are  going  to  have  to  make.  I  do  not  know  that 
it  is  worth  anythmg,  but  it  rather  occurs  to  me  that  the  contractor 
ought  to  stand  any  loss  that  was  suffered  by  reason  of  the  peculations 
of  its  own  employees  and  that  that  ought  not  to  be  unloaded  onto  the 
Government. 

Capt.  BiesEL.  However,  the  Government  was  really  paying  di- 
rectly those  men ;  in  one  way  they  were  Government  employees  and 
in  another  way  the  contractoi-s'  employees  under  the  cost-plus  con- 
tracts. 

Mr.  Garrett.  Yes;  I  know  that  element  does  enter  into  it. 

Mr,  Jefteris,  But  the  contractor  selected  the  employees,  didn't  hc( 

Capt  BiESEL.  Yes,  sir. 

Mr.  Garbett.  Is  anybody  else  at  work  now  on  these  special 
charges,  or  are  you  in  charge  of  the  whole  matter  until  you  have 
made  your  recommendations  and  it  gets  to  the  Cleveland  Claims 
Board? 

Capt.  BiESEL.  I  am  in  charge  until  it  gets  to  the  Cleveland  Claims 
Board,  using  the  Cost  Accounting  Section  and  these  other  sections 
for  information  and  reports. 

Mr.  Garrett.  Well,  when  all  that  information  is  given  you  you 
will  render  your  report;  that  information  will  all  be  given  yon 
before  you  render  a  final  opinion  of  the  matter? 
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Capt.  BiEflEL.  Yes;  my  opinion  on  the  survey  or  on  the  claims 
board  is  really  not  final;  it  is  a  report;  my  recommendations  can 
either  be  approved  or  disapproved. 

Mr.  Garbett.  By  the  claims  board  t 

Capt  BresEZ..  By  the  claims  board. 

Mr.  Garrett.  Oh,  yes;  we  understand  that  You  report  all  tba 
facts  and  then  give  your  opinion,  based  on  the  facts! 

Capt.  BiESEL.  Yes,  sir. 

Mr.  Garrett.  Well,  you  say  the  contractor  is  insistins  that  all 
that  material — that  the  Government  should  stand  all  that  loss;  they 
deny  any  responsibility? 

Capt  BiESEL.  They  are  not  insisting,  but  they  claim  that  under 
the  terms  of  their  contract  they  are  not  responsible  for  that  shortage. 
However,  there  is  an  element  which  enters,  that  if  that  is  chared 
to  the  contractor  that  it  has  the  privilege  of  including  that  in  its 
cost;  there  is  nothing  to  prevent  it  under  the  terms  of  its  contract, 
so  that  if  you  charge  the  million  dollars'  shortage  the  contractor  can 
put  the  million  dollars  shortage  in  as  an  item  of  cost  and  show  it  aa 
an  item  of  cost  There  is  no  argument  on  it.  That  is  the  condition 
that  you  meet  with  on  a  great  many  of  these  surveys  where  you 
really  can  charge  the  contractor,  but  indirectly  you  aro  charging  the 
Government. 

Mr.  Garrett.  Then  it  is  as  broad  as  long  in  so  far  as  the  dollars 
and  cents  of  the  Government  is  concerned? 

Capt.  B1E8EL-  With  this  exception,  that  the  shortage  being  charged 
against  the  cost,  if  it  brought  the  cost  above  the  estima tea  cost  and 
reduced  the  participating  profits. 

Mr.  Garrett.  That  is  not  one  of  these  informal  contracts,  is  itf 
These  are  completely  executed  contracts! 

Capt.  BiESEi.  Xot  all;  some  of  them  were  completely  executed, 
and  some  of  the  settlements  were  informal,  and  in  order  to  cover  it 
we  submitted  a  proof  of  contract  under  the  Dent  Act. 

Mr.  Garrett.  In  what  form  was  their  claim  presented — as  one 
claim  on  all  the  contracts! 

Capt.  BiESEL.  As  a  separate  claim  on  each  contract,  with  the  ex- 
ception that  the  claim  under  their  housing  was  not  included  in  their 
claim  for  the  delivery  or  the  cost  of  suspension  on  their  real  de- 
liveries. You  see,  they  had  a  large  housing  project,  and  at  the  request 
of  the  War  Department  Claims  Board  the  contractor  submitted  his 
claims  in  two  parts,  wherein  the  housing  proposition  entered  at  all. 
There  was  a  separate  claim  under  the  housing  and  supplemental  con- 
tracts and  then  the  regular  claim  under  the  shell  contract 

Mr.  Garrett.  Were  all  those  contracts  of  this  cost-plus  and  profit- 
sharing  character! 

Capt  BiBBEi.  The  three  large  contracts,  I  think,  wore. 

Mr.  Garrett.  We  have,  I  think,  all  the  contracts  in  the  record, 
but  I  have  forgotten. 

Capt  Blesel.  The  three  large  contracts  were  cost-plus,  with  a  par- 
ticipating profit  clause  originally.  However,  one,  G638-454A,  was 
originally  a  cost-plus  contract,  and  then  changed  to  a  participating- 
profit  contract,  so  that  prior  to  that  date  you  have  the  element  of 
participating  profit  entering  in  there. 
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Mr.  Gahbettt.  If  I  understand  you  correctly,  Captain,  under  this 
«ontract  all  that  is  involved  in  the  way  of  dollars  and  cents  to  Uie 
Government  under  this  controversy  is  the  percentage  of  profit  that 
they  may  have  made  on  the  contract? 

'  Capt.  BiEaEL.  So  far  as  I  am  able  to  discern  at  the  present  time, 
air.     I  can  not  se«  any  other  way. 

Mr.  Garrett.  I  guess  that  is  all. 

Mr,  Graham.  Now,  let  me  ask  you :  I  concede  that  what  you  say 
about  these  contracts,  about  the  burden  beinp  on  the  Government  to 
prove  willful  negligence  and  that  sort  of  thing  is  correct.  In  other 
words,  before  the  Government  can  charge  anything  against  the  con- 
tractor the  Government  must  prove,  and  assume  tlie  burden  of 
proving,  that  it  was  willful  negligence  of  some  kind? 

Capt.  BiESEL.  Yes.  sir. 

Mr.  Graham.  Of  course,  that  is  very  hard  to  prove, 

Capt.  BiESEi^  Yesj  sir. 

Mr.  Graham.  Ordinarv  negligence  is  a  good  deal  different  propo- 
sition from  gross  or  willful  negligence, 

Capt.  BiESEL.  Well,  Mr.  Chairman,  I  made  the  statement  "willfid 
default  or  negligence,"  not  "  willful  negligence." 

Mr.  Graham.  Then  you  think  the  word  "willful"  does  not  refer 
to  the  word  "negligence,"  do  you? 

Capt.  BiESEL.  That  was  the  Question  that  I  would  really  have  had 
to  answer  in  replying  to  one  oi  the  other  members. 

Mr.  Graham.  Yes ;  so  that  you  preferred  not  to  say  ? 

Capt.  BiESEL.  A  construction  of  that  would  be  necessary. 

Mr.  Graham.  Just  one  more  question,  and  then  I  will  be  done: 
Why  do  you  say  that  this  shortage  would  be  charged  to  the  item 
of  cost  01  construction  of  this  material;  what  particular  language 
of  the  contract  do  you  have  in  mind  now  ? 

Capt.  BiESEL.  Under  the  clause  which  says  that  all  costs  pertain- 
ing to  this  contract,  and  then  goes  on,  as  set  forth  under  the  defini- 
tion of  cost,  and  it  in  turn  gives  all  the  items  chargeable  to  cost. 

Mr.  Graham.  Yes;  now,  under  those  items  do  you  recall  any  items 
of  shorties  or  material? 

Capt.  BiESEL.  No;  because  there  are  only  some  general  under  the 
head  of  material  or  indirect  material. 

Mr.  Graham.  You  do  appear  to  think  that  those  items  of  costs 
would  include  shortages? 

Capt.  BiESEL.  That  would  be  my  opinion — it  is  my  opinion  from 
the  cost-accounting  standpoint  that  anything  that  really  has  entered 
in — that  is  a  charge  against  the  contractor  not  in  the  nature  of  in- 
creased facilities  that  the  contractor  could  receive  reimbursement 
and  that  it  would  be  directly  chargeable  to  cost. 

Mr.  Graham.  For  instance,  let  us  take  the  case  if  a  fire  swept 
through  his  plant,  that  would  be  an  item  of  cost;  is  that  correct? 

Capt,  BiESEL.  I  would  not  believe  so ;  no,  sir. 

Mr.  Graham.  You  do  not;  suppose  a  burglar  breaks  in  and  bur- 
glarizes his  safe  in  which  he  has  a  large  amount  of  money  that  he 
has  to  pay  the  men  with;  is  that  an  item  of  cost? 

Capt.  BiEBEL,  No;  I  would  not  believe  that  either.  You  see,  in 
those  cases  you  are  dealing  with  materials. 

Mr.  Jefferis.  Suppose  this  case.  Captain :  A  contractor  would  buy 
$1,000  worth  of  material  of  a  certain  kind  and  put  in  it  a  store- 
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Toom,  and  then  the  contractor  or  some  of  his  employees  would  take 
it  and  carry  it  off  somewhere  for  some  other  purpose,  and  nobody 
'knew  anything  about  it,  however;  would  the  mere  fact  that  he 
bought  it,  would  that  make  it  a  proper  item  of  costt 

Capt.  BiEgra-.  That  would  be  charged  in  cost,  unless  there  was 
evidence  to  show  that  the  loss  of  that  material  was  due  to  willful 
fault  on  his  part  or  negligence;  it  is  directly  chargeable  to  cost,  the 
items  that  entered  into  the  manufacture  of  the  commodity. 

Mr.  Grahau.  In  other  words,  it  all  dates  back  to  willful  default 
■or  negligence,  does  itt 

Capt.  BiEBEL.  So  far  as  I  can  see;  yes. 

Mr.  Graham,  Have  these  forms  of  contract  ever  been  passed  upon 
by  the  Judge  Advocate  General's  Department! 

Capt.  BiESEL.  This  particular  contract? 

Mr.  Graham.  Yes:  one  of  these  participating-profit  contracts  with 
that  clause ;  do  you  Itnow  whether  he  has  ever  passed  upon  the  par- 
ticular phases  of  these  contracts? 

Capt.  Bi'EaiEL.  I  do  not  know;  I  would  assume  that  he  has. 

Mr.  Graham.  Has  he  ever  passed  on  this  particular  case? 

Capt.  BiESEL.  On  this  particular  one;  no,  sir. 

Mr.  Graham.  How  soon  do  you  expect.  Captain,  to  make  your  re- 
port, from  your  present  knowledge? 

Capt.  BiESix.  I  think  it  will  be  possible  to  make  a  report  about  the 
15th  of  November;  that  is  based  upon  the  fact  that  the  evidence  that 
lias  been  requested  and  the  cliecking  up  of  the  cost  accounting  and 
the  reports  necessary  are  submitted  within  the  nest  two  weeks, 

Mr.  Graham.  I  think  that  is  all. 

Mr.  Jffferis.  Then,  Captain,  ju.st  one  other  thought:  If  the  con- 
tractor then  really  purchased  the  material  and  put  it  in  a  storehouse, 
and,  then,  if  he  himself  would  steal  it,  the  original  cost  of  it  would 
l>c  cost,  would  it;  and  then  the  burden  would  be  on  the  Government 
"to  prove  that  he  stole  it,  or  else  he  is  entitled  to  have  pay  for  it  as  a 
purchase:  is  that  it? 

Capt.  BiESEL.  So  far  as  I  can  see,  and  it  is  the  regretable  part  of  it. 

Mr.  Jepfebis.  That  is  all. 

(Thereupon,  at  6.30  o'clock  p.  m.,  the  committee  adjourned  subject 
*.a  the  call  of  the  chairman.) 
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SUBCOHHITTEE    No.    5     (OrDNAXCE) 

OF  THE  Select  Committee  ox 

ExPENDirURES   IN    THE  WaB    DEPARTMENT, 

House  of  REPItE8ENTATI\'ES, 

Friday,  October  17, 1919. 
Th«  committee  met  at  10.30  (/clock  a.  m,,  pursuant  to  call  by  the 
chairman,  Hon.  William  J.  Graham  (chairman)  preaidinar. 

Also  present :  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 

lESnXONT  OF  HAJ.  ISAAC  WEIL,  MAJOR.  OBDHABCE 
DEPAATHENT,  TTNITED  STATES  AEUT. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  What  is  your  name,  Major) 

Maj,  Weil.  Isaac  Weil. 

Mr.  Graham.  You  are  a  major  in  the  Ordnance  Department  t 

Maj.  Weil.  Yes.  sir. 

Mr.  Graham.  How  lone  have  you  been  in  the  Army,  Major  I 

Maj.  Weiu  Since  October  4, 1&17. 

Mr.  Graham.  And  where  did  you  live  before  thatf 

Maj.  Weil.  Pittsburgh. 

Mr.  Graham.  What  was  your  business  in  civil  lifet 

Maj.  Weil.  Consulting  engineer. 

Mr.  Graham.  Connected  with  any  firm  theret 

Maj.  Weil.  No,  sir. 

Mr.  Graham.  You  had  your  office  there  in  Pittsburgh!  • 

Maj.  Weil.  My  own  office. 

Mr.  Graham.  Were  you  at  that  time  in  the  employ  of  any  corpo- 
rations as  their  regular  consulting  engineer? 

Maj.  Weil.  No,  sir. 

Mr.  Graham.  Since  the  signing  of  the  armistice  what  have  your 
duties  beent 

Maj.  Weil.  After  about  early  in  December  I  was  assigned  to  duty 
with  the  Claims  Board,  Ordnance  Department. 

Mr.  Graham.  In  what  capacity  t 

Maj.  Weii^  In  several;  first  as  examiner  of  claims  and  as  chief 
examiner,  and  afterwards  assistant  executive,  and  now  executive 
officer. 

Mr.  Graham.  Well,  what  do  you  do  as  executive  officer? 

Maj.  Weiu  As  executive  officer  I  endeavor  to  keep  the  machinery 
running  smoothly  witliout  anv  lost  motion, 

Mr.  Graham.  That  is  the  Bureau  Ordnance  Boardt 
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Maj.  Weil.  Yes;  really  the  staff  end  in  Washington — preparation" 
of  the  last  end  before  it  goes  through. 

Mr.  Graham.  You  are  the  last  board  before  the  War  Claims  Ad- 
justment Board? 

Maj.  Weil.  Yes,  sir. 

Mr.  Gkaham.  Now,  some  time  in  September — about  September- 
26 — the  Claims  Board  of  the  Ordnance  Department,  and  the  Chicago- 
District  Ordnance  Claims  Board,  and  also  the  Claims  Adjustment 
Board,  through  a  representative  of  each  board,  allowed  the  claim  of 
the  Standard  Steel  Car  Co.  for  compensation  claimed  to  be  due  them 
on  account  of  a  contract  they  had  for  the  building  of  howitzer  car- 
riages at  Hammond,  Ind.  Some  time  during  that  arrangement  a 
check  was  given  to  Mr.  Corey,  or  some  one  of  the  Standard  Steel  Car 
Co.'s  people,  which  they  brought  to  Washington.  We  are  told  that 
you  have  some  knowledge  of  the  cashing  of  that  check.  Do  you  know 
anything  about  a  representative  of  your  board  going  to  Chicago  to- 
look  into  that  matter! 

Maj.  Weil.  No ;  not  in  connection  with  the  cashing  of  the  check, 

Mr.  Ghaham.  Well,  do  you  know  anything  about  one  of  the  mem- 
bers of  your  board  going  there,  if  they  did? 

Maj.  Weil.  Yes:  several  of  our  board — I  would  not  say  se^"eral — 
but  our  board  was  represented  in  Chicago  to  attend  to  this  case. 

Mr.  Graham.  Did  you  ever  know  a  case  -before  where  a  repre- 
sentative of  the  Claims  Adjustment  Board  and  a  representative  of 
your  board  went  out  together  to  pass  upon  a  claim  in  a  district? 

Maj.  Weil.  No,  sir. 

Mr.  Graham,  Well,  they  do  it  in  this  case? 

Maj.  Weil.  I  understaiid  that  they  did. 

Mr.  Graham.  That  was,  then,  an  unusual  practice? 

Maj.  Weil,  A  very  unusual  practice. 

Mr.  Graham,  Do  you  know  anything  about  Col.  Hughes's  visit 
down  here  to  get  repre'wntatives  of  the  board! 

Maj.  Weil,  I  don  t  know  of  that;  I  don't  know — so  as  to  help  yoir 
out.  I  will  say  I  do  not  know  how  they  arrived  at  such  action  at  all.- 
1  knew  nothing  of  it  until  they  started  to  leave. 

Mr,  Graham.  Who  did  he  take  with  him.  Major! 

Maj.  Weil.  Mr,  D.  D.  Graves. 

Mr.  Graham.  Who  was  he? 

Maj.  Weil.  He  is  an  alternate  member  of  the  board  and  speciaF 
assistant  to  the  recorder  of  the  Ordnance  Claims  Board. 

Mr.  Graham.  Did  Graves  ask  your  permission  to  go? 

Maj,  Weil.  No,  sir. 

Mr,  Graham.  Were  you  at  that  time  executive  officer  of  the  board?" 

Maj.  Weiu  Yes,  sir.  The  recorder  is  normally  a  superior  positioiir 
to  mine,  and  this  man  acting  as  a  special  assistant  to  the  reeorder, 
it  was  not  necessary  for  him  to  request  permission  to  go  from  me. 

Mr,  Graham.  Well,  was  there  a  memoer  of  your  board  went ;  Col, 
McFarland,  or  Beeves,  of  your  board ! 

Maj.  Weil.  I  think  Col.  McFarland  was  there,  although  beinp  » 
member  of  the  board,  I  did  not  keep  direct  touch  with  him  as  to 
■  what  he  is  doing. 

Mr  Graham.  Was  any  one  with  Col.  Hughes  wh«n  he  came  here'? 

Maj.  Weiu  I  don't  know. 
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Mr.  Grahau.  Do  you  knovr  Mr.  Corey,  of  the  Standard  Steel 
Car  Co.? 

Maj.  Weil.  Yes,  sir. 

Mr.  Graham.  Was  he  with  himf 

Maj.  Weil.  I  don't  know. 

Mr.  Graham.  Do  you  know  or  were  you  advised  anything  in  any 
roundabout  way  that  he  was  here! 

Mai.  Weil.  No:  I  don't  know,  but  he  has  been  here  so  often  that  I 
would  not  know  of  his  being  here  at  that  particular  date. 

Mr.  Graham.  Was  Mr.  Corey  located  here  at  that  particular  time! 

Maj.  Weil.  I  think  he  has  been  here  off  and  on  since  the  war 
started. 

Mr.  Ghahah.  The  story  comes  to  us  that  as  soon  as  that  claim 
was  allowed  a  check  was  issued,  and  that  check  brought  to  Washing- 
ton and  cashed:  what  do  you  know  about  that,  Major,  if  anything! 

Maj.  Weil,  aU  I  know  is  that  on  the  night  of  September  30 — — 

Mr,  Graham  (interposing).  The  date  of  this  approval  ia  as  of 
September  26. 

Maj,  Weo,.  On  the  night  of  that  day  I  went  to  Pittsburgh  to  aid 
and  help  in  cleaning  things  up  a  bit,  as  we  often  do ;  sort  of  an  inter- 
communication. Mr.  Corey  was  on  the  train  and  showed  me  a  letter 
showing  a  list  of  checl^  that  he  had  or  had  received  in  connection 
with  this  claim ;  that  is  all  I  know  of  the  checks, 

Mr,  Graham.  Was  one  of  the  cheeks  a  settlement! 

Maj.  Weil,  He  said  that  it  was  in  settlement  of  this  single  claim. 

Mr,  Graham.  Did  he  tell  you  where  he  was  going  with  it! 

Maj.  Weil,  He  was  going  to  Pittsburgh  to  his  office,  very  likely. 

Mr.  Graham.  Was  he  coming  from  T^shington  7 

Maj.  Weil,  From  Washington  to  Pittsburgh. 

Mr.  Graham,  Did  he  say  anything  about  whether  he  was  going 
to  cash  it! 

Maj.  Weil.  No,  sir. 

Mr.  Graham.  Do  you  know  as  a  matter  of  fact  when  the  check  was 
cashed ! 

Maj.  Weil.  No;  I  don't  know. 

Mr.  Graham.  You  never  looked  that  up  to  see? 

Maj.  Weil.  No,  sir, 

Mr,  Graham.  How  are  those  checks  ordinarily  issued!  Now,  let 
us  assume  this  case  here,  that  a  settlement  was  made  on  the  26th  of 
September;  now,  what  would  be  the  next  step  in  the  issuance  of  the 
check;  it  was  issued  and  how  would  it  be  done? 

Maj.  Weil.  That  I  don't  know;  it  is  directly  out  of  our  jurisdic- 
tion. But  with  checks  with  an  amount  in  different  districts,  then 
they  are  probably  again  checked  up  and  come  in  items  of  materials 
listed  and  given  an  official  receipt  if  it  is  all  there;  then  they  issue 
a  voucher;  that  is.  the  disbursing  officer  in  the  district  pays  on  the 
settlement  contract  and  the  check,  and  I  understand  that  it  normally 
takes  three  or  four  days  between  the  signing  of  a  contract  until  the 
check  is  issued.  The  exact  working  of  the  contract  I  do  not  know, 
I  have  sufficient  to  do  to  keep  my  own  straight- 
Mr.  Graham.  Does  the  finance  handle  that! 

Maj.  Wetl.  The  finance  handles  that.  We  send  an  executed  copy 
of  the  contract  to  their  office  for  guidance. 
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Mr.  Graham.  That  is  the  department  headed  by  Gen.  Lordt 

Maj.  Weil.  Yes,  sir. 

Mr.  Graham.  The  voucher  comes  from  the  accounting  division} 

Maj.  Weii..  Yes,  sir. 

Mr.  Graham,  Well,  if  there  is  a  proper  checking  to  be  done  that 
takes  some  time  ? 

Maj.  Weii„  Very  frequently. 

Mr.  Graham.  And  that  is  all  you  know  about  this  check  transac- 
tion! 

Maj.  Weil,  Absolutely. 

Mr.  Graham,  Do  you  want  to  ask  him  anything,  Mr,  Jefferis? 

Mr.  Jeffebm.  Yes,  Just  tell  us  what  you  meant  by  "  starting  to 
leave;"  Col.  Huf^es  starting  to  leave  from  Washington t 

Maj.  Wkbu  Col  Hughes? 

Mr.  Jeftehis.  Yes. 

Maj.  Weii-.  I  don't  know 

Mr,  Jefferis  (interposing).  That  is,  going  back  to  Chicago,  Did 
he  come  from  Chicago  herei 

Maj.  Weil.  I  don't  know, 

Mr.  Jefferis.  Do  you  know  what  men  went  out  to  Chicago  to  try 
to  settle  this  easel 

Maj.  Weil  All  I  have  been  able  to  tell  from  the  talk  in  the  office 
was,  Mr.  Graves  and  Col.  McFarland  and  Col.  Beeves  and  one 
member  of  what  we  call  the  technical  advisory  committee;  I  dont 
know  which  one  went, 

Mr.  Jeffkrib.  Do  you  know  who  told  them  to  go  t 

Maj.  Weil.  No;  that  must  have  been  a  proper  action  on  the  part 
of  the  board,  I  should  imagine,  I  have  not  looked  at  the  minutes 
of  that  particular  date  of  that  case, 

Mr.  Jefferis,  Well,  was  there  anybody  here  from  Chicago  at  that 
time  that  started! 

Maj,  Weil.  Very  likely  Mr.  Corey ;  I  would  npt  be  positive  now 
in  the  assertion ;  I  believe  he  was  here. 

Mr,  Jefferis.  Do  you  know  whether  he  went  out  with  them  or 
not? 

Maj.  Weiu  He  very  likely  did.  I  could  not  positively  state  that. 
The  case  was  out  of  my  hands.  As  I  stated  in  the  beginning  mine 
was  an  executive  position — to  keep  the  ma^-hinery  running  in  the 
-office;  as  office  manager,  possibly, 

Mr.  Jeftehis.  Do  you  have  anything  to  say  who  should  go  out  and 
attend  to  these  things? 

Maj.  Weel.  Not  in  a  case  of  that  kind.  It  is  up  to  the  board  in  a 
board  meeting  to  decide  whether  they  want  anybody  special  to  go. 

Mr.  Jefferis.  Do  you  know  how  long  these  parties  were  gone, 
Graves,  and  McFarland,  and  Reeves? 

Mai.  Weil,  I  don't  know  exactly;  a  few  days  is  as  close  as  I 
would  care  to  state, 

Mr,  Jefferis.  Did  you  see  them  when  they  came  back  ? 

Maj.  Weil.  I  saw  them  when  they  came  back. 

Mr.  Jefferis,  Did  Mr,  Corey  come  with  them  ? 

Maj.  Weil.  I  don't  know. 

Mr.  Jefferis.  Where  was  it  you  met  Mr.  Corey  with  those  checks? 

Maj.  Weil.  I  do  not  know  whether  he  had  the  checks;  he  showed 
one  a  letter  reciting  the  checks  on  the  train  going  to  Pittsburgh. 
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Mr.  Jbfferis.  In  what  way  did  he  show  you  the  letters! 

Maj.  Weil.  I  suppose  he  was  feeling  contented  that  he  had  the 


Mr.  Jeffekis.  Feeling  good,  was  hef 

Maj.  Weii-  Yes:  that  would  be  a  natural  thing  for  a  man  to  do. 

Mr.  Jefferis.  Elated  over  the  settlement  he  had  made? 

Maj.  Weu-  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  who  this  letter  was  fromt 

Maj.  Weil.  No;  I  do  not.  I  just  noticed  that  it  recited  several 
checks  there. 

Mr.  Jbffebis.  Do  you  remember  about  the  size  of  those  checks! 

Maj.  Weil.  They  were  of  considerable  amounts;  I  do  not  remeraber 
the  amounts  though. 

Mr.  Jeffekis.  Did  he  say  anything  about  the  letter,  or  say  anything 
further  to  you ! 

Maj.  Weil.  No;  nothing  of  purport;  that  he  was  glad  to  show  it  to 
his  president,  whom  he  would  see  m  the  mominff. 

Mr.  Jefferis.  Where  did  this  conversation  take  place  with  you! 

Maj.  Weil.  On  the  deeper,  going  to  Pittsburgh. 

Mr.  Jefferis.  In  the  smoker? 

Maj.  Weii-  Yes,  sir. 

Mr.  Jefferis.  And  he  just  happened  to  pull  out  this  letter! 

Maj.  Weil.  Yes,  sir. 

Mr.  Jefferis.  You  have  known  him  before! 

Maj.  Weil.  Yes;  I  have  known  Mr.  Corey  for  at  least  a  year,  or 
longer. 

Mr.  Jefferis.  Did  he  say  anything  about  how  quickly  they  had  got 
together  in  the  settlement,  or  anything? 

Maj.  Weil.  No,  sir. 

Mr.  Jefferis.  He  didn't  say  he  made  it,  or  anything? 

Maj,  Weil.  No. 

Mr.  Jefferis.  Or  who  made  it! 

Maj.  Weil.  No. 

Mr.  Jeffbeis.  Just  showed  you  the  letter! 

Maj.  Weil.  Just  showed  me  the  letter. 


Mr.  Jefferis.  AVhat  did  you  say  about  it! 
Maj.  Weil.  I  just  said,  "  You  ar 


1  are  a  lucky  boy,"  or  something  to 
that  effect. 

Mr.  Jefferis.  And  then  you  went  on  to  talk  about  something  else? 

Maj.  Weil.  Yes;  just  the  topics  of  the  day. 

Mr.  Jefferis.  That  is  all. 

Mr.  Graham.  Mr.  Garrett,  an^-thing! 

Mr.  Garrett.  The  check  was  issued  here  in  Washington! 

Maj.  Weil.  I  dont  know. 

Mr.  Garreit.  Well,  did  he  have  the  check  in  his  possession  at  the 
time  of  the  conversation  on  the  train ! 

Maj.  Weil.  I  don't  know. 

Mr.  Garrett,  That  is,  all  you  saw  was  the  letter! 

Maj.  Weil.  Was  the  letter;  yes,  sir. 

Mr,  Garrett.  Wlio  did  you  say  that  letter  was  from! 

Maj.  Weil,  I  did  not  notire;  he  just  showed  it  casually;  I  just 
<iuickly  looked  at  it  and  saw  it  recited  checks. 

Mr.  Garrett.  That  was  about  when? 

Maj.  Weil.  On  the  night  of  the  30th. 
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Maj.  Wbil.  I  think  it  has  been  this  last  week ;  it  has  been  recently — 
«nce  this  affair  started. 

Mr.  Jbfferis.  Do  you  know  who  he  was  talking  with  up  in  the 
department  or  claims  board? 

Maj.  Weil.  Ko;  I  don't  remember.  I  just  saw  him  going  through 
or  coming  out  and  said,  "  How  do  you  do,"  or  something  like  to 
bim.    I  am  a  very  busy  man. 

Mr.  Jbfferis.  You  say  he  did  not  hare  any  connection  with  the 
the  department  during  the  war! 

Maj.  Weil.  I  understand  not. 

Mr.  JcFPERis.  He  was  assistant  to  President  Hansen,  of  the  Stand- 
ard Steel  Car  Co  J 

Maj.  Weiu  So  I  understand. 

Mr.  Jefferis.  Mr.  Hansen  was  holding  some  position  here,  was  he 
nott 

Maj.  Weil.  Mr.  Hansen  is  president  of  the  Standard  Steel 
Car  Co. 

Mr.  Jefpbrib.  He  was  on  the  War  Industries  Board,  was  he  not? 

Maj.  Weil.  I  don't  know  that. 

Mr.  JEFFEBia.  You  don't  know  that? 

Maj.  Weil.  No,  sir, 

Mr.  Jbfferis.  Did  you  see  him  here! 

Maj.  Weil.  No,  sir. 

Mr.  jEFFERia.  Did  you  see  Mr.  Jenks,  of  that  company,  here! 

Maj.  Weil.  No;  I  have  not  se^i  Mr.  Jenks  since  about  a  year  ago, 
one  afternoon.  I  went  with  Mr.  Jenks  to  Aberdeen  is  the  only  time 
I  have  seen  him. 

Mr.  Jbfferis.  That  is  all. 

Mr.  Graham.  That  is  all.  Major. 

TESTDCONT  OF  COL.  EABL  McPAMJUTO,  COLONEL,  OKDNANCS 
"BEPARTKEST,  UNITED  STATES  ABJfT. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  What  is  vour  fiill  namet 

Col.  McFarland.  Earl  McFarland. 

Mr.  Graham.  You  are  a  colonel  in  the  Ordnance  Department! 

Col.  McFarland.  Yes,  sir. 

Mr,  Graham.  How  lonjr  have  you  been  in  the  Army  ? 

Col,  McFarland,  I  was  appointed  to  the  Military  Academy  in 
1902  and  graduated  in  1906;  counting  in  my  cadet  days,  I  have' been 
X7  years  in  the  Army,  sir. 

Mr.  Graham.  Durinj;^  the  war  where  were  you  located  ? 

Col.  McFarland.  During  the  hostilities  I  was  in  Washin^on  all 
the  time.  I  was  in  Washin0on  all  the  time  before  the  war  in  the 
office  of  the  Chief  of  Ordnance,  and  when  war  was  declared  I  was 
here.  In  .\pril  I  was  sent  abroad  and  stayed  there  for  five  months 
and  returned  hero  and  have  been  here  ever  since. 

Mr.  Graham.  What  were  your  particular  duties  during  the  period 
of  the  war? 

Col,  McFarland,  As  soon  as  war  wns  deelni-ed  I  was  placed  in 
charge  of  the  Machine  Gun  Section  of  the  Carriage  Division.  I 
remained  in  charge  of  that  section  until  the  reorganization  of  the 
Ordnance  Department,  at  which  time  I  was  placed  in  charge  of  the 
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Small  Arms  Machine  flun  Section  in  the  Engineering  Division.  I 
remained  in  that  position  until  the  summer,  I  think  about  July, 
at  which  time  I  was  relieved  of  that  position  to  be  placed  in  charge 
of  the  Aircraft  Armament  Division,  and  I  was  in  charge  of  the 
Aircraft  Armament  Division  from  perhaps  tita  middle  of  July 
until  some  time  in  October,  when  I  was  relieved  and  made  special 
assistant  to  the  Chief  of  Ordnance  in  charge  of  trench  warfare 
materiel.  I  remained  in  charge  of  trench  warfare  materiel  until 
the  armistice.    Since  the  armistice 

Mr,  Orahasi  (interposing).  Since  the  armi.stice  what  have  you 
been  doing? 

Col.   McFahi.axd.  Tile  department  was  shortly  after  that   i-eor- 

fanized.  due  to  the  decrease  in  personnel  and  a  change  of  work, 
was  then  placed  in  charge  of  the  Small  Arms  Division  and  the 
Aircraft  Armament  Division.  They  wore  two  separate  divisions, 
but  wore  combined  under  my  charge, 

Mr.  Graham.  How  long  have  you  been  in  connection  with  the 
Ordnance  Bureau  claims  board. 

Col,  McFahland.  I  think  about  last  December  I  was  detailed  a 
member  of  the  claims  board  in  addition  to  my  other  duties,  I 
remained  on  the  board  until  the  1st  of  April,  when  I  went  abroad. 
When  I  returned  here,  about  the  1st  of  September.  I  was  redetailed 
as  a  member  of  the  board. 

Mr.  Graham.  That  is.  the  bureau  board,  here  in  Washington? 

Col,  McFarland.  Yes;  the  Oixlnance  claims  board:  and  that 
was  probably  tlie  10th  or  15th  of  September,  in  addition  to  my 
other  duties;  but  sometime  after  that  I  was  relieved  from  my  other 
duties  and  put  on  claims  board  work  exclusively. 

Mr.  Graham.  Did  you  have  anything  to  do  witli  the  settlement 
of  the  claim  of  the  Standard  Steel  Car  Co.? 

Col.  McFarland.  Yes,  sir:  I  represented  the  claims  board  in  the 
settlement  of  that  claim. 

Mr,  (Jraham.  When  did  Col.  Hughes  come  to  Washington  to  see 
you  about  that  claim! 

Col.  McFari.and.  The  first  time  that  I  ever  heard  of  that  claim 
was  on  a  Tuesday  which,  I  think,  was  about  the  23d  or  24th  of 
September.  I  lecall  that  because  I  left  for  Chicago  the  following 
day,  whicli  was  Wednesday. 

Mr.  Graham,  Who  told  you  about  it  on  that  day? 

Col.  McFarland.  On  that  day  it  was  presented  either  at  the 
end  of  the  meeting  of  the  claims  board;  that  is,  after  the  claims 
boanl  had  adjourned  or  after  the  claims  board  had  finished  its 
calendar  for  that  day.  It  was  not  presented  to  me  except  as  I  was 
a  member  of  the  claims  lioard  sitting  at  the  time  and  was  present. 

Mr.  Graham.  Who  presented  it? 

Col.  McFarland.  Col.  Hughes,  of  the  Chicago  district  ofiice. 

Mr.  Graham.  Was  anybody  with  him  at  that  time;  do  yon  know 
Mr.  Corey? 

Col.  McFarland.  I  know  Mr.  Corey. 

Mr.  Graham.  Was  he  there? 

Col.  McFari.asd.  I  presume  he  was.  I  never  saw  Mr.  Corey  until 
the  following  day:  that  is.  the  Wednesday  that  I  left  for  Chicagot 

Mr.  Graham,  Where  did  you  see  him? 
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Col.  McFabland.  I  seen  him  in  the  station  nt  that  time.  I  did 
not  know  who  he  wa.s, 

Mr.  Gbaham.  At  Washington  ? 

Col.  McFablaxd.  At  Washington.  But  as  soon  as  I  got  on  the 
train 

Mr.  Graham  (interposing).  Was  anyone  with  him? 

Col.  McFahland.  Col.  Hughes  was  with  him, 

Mr.  Gbaham.  Did  they  go  with  vou  gentlemen  to  Chicago! 

Col.  McFari^nd.  Yes,  sir;  Col.  hughes,  Mr.  Corey,  Mr.  Graves 
and  I  were  on  the  same  train,  in  the  same  car,  and  Mr.  Russell,  also 
of  the  Chicago  district  office,  also  joined  us  later;  he  was  not  in  the 
siime  car,  however. 

Mr.  Graham.  He  went  on  the  same  train ! 

Col.  McFarlakd.  I  do  not  know  whether  he  left  Washington  or 
whether  we  joined  a  New  York  train. 

Mr.  Graham.  He  was,  however,  on  tlie  train! 

Col.  McFarlakd.  Yes;  he  was  traveling  with  us. 

Mr.  Graham.  How  did  you  travel:  diayou  havo  a  stateroom! 

Col.  McFarland.  I  had  an  upper  berth,  Mr.  Corey  and  Col. 
Hughes  had  a  stateroom ;  Mr.  Graves  had  a  lower  berth,  I  think ;  he 
was  near  me,  anyway. 

Mr.  Graham.  Was  any  fonnal  action  taken  hei"e  directing  you  to 
go  to  Chicago,  Colonel! 

Col.  McFarland.  I  think  not  The  board  that  evening — and  I 
may  say  the  board  must  have  been  in  session,  because  on  that  Tues- 
day evening  the  board  definitely  stated  to  Col.  Hughes  it  would  ap- 
prove the  salvage  offer,  and  Col.  Dalton,  the  representative  of  the 
War  Department  Claims  Board,  stated  also  that  he  would  approve, 
as  a  member  of  the  War  Department  Board,  the  salvage  offer. 

Mr.  Graham.  Was  he  there  at  that  meeting! 

Col.  McFarlanb.  Col.  Dalton  was  there  at  the  time  we  discussed 
the  case  on  Tuesday ;  yes,  sir. 

Mr.  Graham.  How  did  he  happen  to  be  there ! 

Col.  McFablaxd.  Col.  Dalton  and  Col.  Reeves  are  both  repre- 
wntatives  of  the  War  Department  Claims  Board  and  at  times  Col. 
Reeves  sits  with  our  board,  and  sometimes  Col.  Dalton. 

Mr.  Graham.  Did  either  of  those  gentlemen  go  with  you  to 
Chicago! 

Col.  McFarland.  Yes;  Col.  Beeves  met  us  at  Englewood  on  the 
morning  we  arrived  there;  Col.  Reeves  did  not  go  on  the  train 
with  us. 

Mr.  Graham.  He  was  in  Chicago,  was  he! 

Coi.  MoFarland.  Yes,  sir. 

Mr.  Graham.  Is  his  ordinary  location  here  in  Washington! 

Col.  McFariand.  His  ordinary  location  is  here  in  Washington. 

Mr.  Graham.  How  did  he  happen  to  be  in  Chicago! 

Col.  McFarland.  I  presumed  when  I  saw  him  that  he  was  going 
out  there  as  the  War  Department  member  on  that  particular  case. 
I  presume  that  Col.  Hof  told  me  that  Col.  Reeves  was  going  out 
there. 

Mr.  Graham.  \Vho  is  Col.  Hof! 

Col.  McFabland.  He  is  the  acting  chairman  of  the  War  Depart- 
ment Claims  Board. 
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Mr.  (tbaham.  You  think  there  was  no  foiinal  action  with  reference 
to  your  going  out  there! 

Col,  McFabland.  I  think  not. 

Mr.  Graiiah.  Did  you  ever  know  of  any  other  case  where  three 
representatives  of  the  claims  board  sat  on  a  claim  ? 

Col.  McFafland.  No;  I  don't  know  of  any. 

Mr,  (iBAHAM.  Did  you  ever  know  where  it  was  requested  before  or 
since? 

Col.  McFarland.  No,  sir. 

Mr.  Graham.  Was  it  the  custom  for  you  to  send  your  experts  from 
Washington  out  to  the  district  to  pass  on  these  matferst 

Col.  McFarlam},  Frequently  tne  examiners  have  gone  out  to  the 
districts  and  more  recently  members  of  the  claims  board  particularly 
hud  gone  to  the  districts  to  inquire  into  matters  to  get  the  point  of 
view  of  the  local  authorities,  I  don't  know  of  claims  that  have  been 
finally  settle<l  in  districti;. 

Mr.  Graham.  Did  you  ever  know  of  a  case  where  a  member  of  the 
War  Claims  Adjustment  Board,  the  highest  board,  that  is,  the  Crowell 
board,  went  out  into  the  distnct  and  sat  and  passed  on  a  claim? 

Col.  McFarland,  No;  but  I  would  not  know  about  the  Board  of 
Contract  A<liustment:  I  haven't  any  connection;  I  do  not  come  in 
contact  witli  them. 

Mr.  Graham.  I  am  not  speaking  of  the  Board  of  C/Ontract  Ad- 
justment. I  am  speuking  of  the  War  Claims  Adjustment  Board, 
the  higheist  board,  headed  by  Mr,  Crowell.  which  pas.ses  on  all  the 
claims  immediately  over  your  bureau  board. 

Col.  McFafland.  I  thought  it  was  the  War  Depai-tment  Claims 
Board,  and  when  I  i-eferred  to  the  War  Department  Claims  Board 
that  is  the  board  I  i-eferred  to, 

Mr.  (Jraham.  Well,  Col.  McFarland,  to  get  away  from  these  pre- 
liminaries, the  thing  we  want  to  particularly  direct  your  attention 
to  is  what  happened  in  Hammond  when  you  were  passing  on  this 
claim.    You  say  with  these  other  gentlemen  there,  did  you! 

Col.  McFarland,  Yes,  «ir. 

Mr.  Graham.  How  long  hearings  did  you  have? 

Col,  McFablakd.  Well,  we  arrived  in  Englewood.  I  think,  aboat 
half-past  fl,  and  it  probably  took  40  or  .lO  minutes  to  get  to  Ham- 
mond. AVe  stayed  there  at  Hanunond  at  the  plant  until  around  half- 
past  r>  or  fl  in  the  evening. 

Mr.  Graham.  During  the  time  of  your  hearing  was  Mr.  Blakey, 
an  accountant,  present? 

Col.  McFarland.  Mr.  Blakey  was  present  when  the  committee,  if 
vou  may  call  it  such,  met  in  the  afternoon ;  whether  he  was  present  in 
the  morning  when  we  walked  over  the  plant.  I  do  not  know. 

Mr.  Graham.  But  he  was  present  in  the  afternoon? 

Col.  McFarland,  In  the  afternoon;  yes,  sir. 

Mr,  Graham.  Were  you  informed  at  any  time  by  Col,  Hughes 
or  anvbody  else  that  a  salvage  offer  had  been  made  by  a  firm  by  the 
name  of  Briggs  &  Turvis  for  the  salvage  materials  in  that  plant? 

Col.  McFarland.  I  don't  recall  it.  The  name  Briggs  &  Turvis  is 
entirely  new  to  me. 

Mr.  Ohaham,  Tlie  offer  was  a  letter  that  had  been  written  by 
Briggs  &  Turvis  to  this  committee,  or  to  the  district  ordnance  board, 
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offering  15  per  cent  of  the  value  of  the  salvage  materi^;  did  you 
know  anvthug  about  any  such  offer  as  that  at  uat  timef 

Col.  K^cFabland.  I  hiive  no  recollection  of  it.  Statements  were 
made  that  certain  people,  certain  contractors  and  firms,  had  been 
asked  to  come  down  to  the  plant  and  look  at  that  material  with  a 
view  of  civing  the  Government  officials  a  [>roper  idea  as  to  what 
the  actual  value  of  the  material  was;  that  evidence  was  brought  out 
during  the  meeting.  But  I  have  no  recollection  of  the  specif  offer, 
such  as  you  refer  to. 

Mr.  GiuHAH.  Did  Col.  Hughes  at  any  time  during  an^  of  these 
conferences  call  to  the  attention  of  this  committee  or  this  board  a 
letter  from  Briggs  &  Turvis,  or  from  anyone  else  except  the  Stand- 
ard Steel  Car  (St-,  making  an  offer  on  this  salvage  material? 

Col.  McFablajio,  I  have  no  recollection. 

Hr.  Graham.  Well,  Colonel,  that  is  not  very  exact.  Did  he  or 
did  he  not !   Now,  it  is  quite  important  that  this  committee  know. . 

Col.  McFabiand.  I  can  not  make  any  further  statement,  Mr. 
Graham.  If  so,  it  was  not  called  to  our  attention  in  such  a  way  as 
to  indicate  that  it  was  a  better  offer  than  the  offer  which  the  Stand- 
ard Steel  Car  Co.  had  made. 

Mr.  Grahau.  At  any  time  during  this  meeting  there  did  Mr. 
Blakey  have  any  conversation  with  you! 

Col,  McFarland.  Yes,  sir. 

Mr.  Graham.  Did  he  request  you  to  leave  the  room  with  him  at 
one  time,  so  that  he  could  talk  with  yout 

Col.  McFarland.  No,  sir.  The  next  morning,  which  would  be 
Thursday  morning,  in  the  office— while  I  was  in  the  office  of  the 
district  claims  board — the  chief  of  the  district  claims  board  came 
to  me  and  said  that  Mr.  Blakey  wanted  to  see  me  out  in  the  hall,  or 
in  the  outer  room,  and  in  the  course  of  a  few  minutes  I  went  out 
to  see  Mr.  Blakey. 

Mr.  Grarau.  What  did  he  tell  you! 

Col.  McFarland.  He  said  that  he  wanted — I  had  been  informed 
that  the  items  referred  to  in  the  Standard  Steel  Car  Co.*s  claim  h^d 
been  audited,  and  he  wanted  me  to  know  that  they  had  not  been 
audited. 

Mr.  Graham.  Did  Col.  Hughes  at  an^  time  during  any  of  these 
meetings  tell  you  gentlemen  that  this  clami  had  been  audited! 

Col.  McFabland.  On  certain  items  he  said  that — he  stated  that 
certain  items  had  been  audited. 

Mr.  Graham.  What  items! 

Col.  McFarland.  I  don't  recall. 

Mr.  Graham.  Could  you  tell  if  you  saw  the  claim! 

Col.  McFariand.  Possibly  I  could.  [Mr.  Graham  hands  papers 
to  Col.  McFarland.]  I  knew  that  the  settlement  was  a  negotiated 
settlement,  and  I  presume  that  there  were  some  items  there  that 
had  not  been  audited — that  is,  that  were  the  result  of  an  estimate. 

Mr.  Graham.  Here  is  a  copy  of  the  claim  as  you  gentlemen  allowed 
it.  Did  he  tell  you  about  whether  any  of  these  had  been  audited ; 
and  if  so,  which  ones!  I  refer  now  to  the  award  heretofore  intro- 
duffid  into  the  record  by  the  witness  Blakey  as  having  been  made 
at  Hammond. 

Col.  McFarland.  No,  sir;  I  can  not  pick  out  any  of  these  particu- 
lar items  which  I  know  he  stated  to  have  been  audited. 
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Mr.  Grahau.  He  did  not  state  the  whole  claim  had  been  audited? 
Col.  McFarland.  That  was  not  my  understanding  of  it,  becauee 
the  questions  I  asked  him  were  on  particular  items.  On  one  par- 
ticular item,  I  remember,  I  had  quite  a  discussion  with  Col.  Hughes 
and  left  my  seat  and  went  over  to  his  seat  and  looked  at  the  papers 
which  we  had  there,  and  at  that  time  I  asked  Mr.  Blake?  some  questions 
about  it;  that  was  an  item  of  overhead,  and  Mr.  Blakey  stated  more 
overhead  had  actually  been  paid  to  the  company  than  was  indi- 
cated on  Col.  Hughess  list.  Col.  Hughes  did  not  understand  what 
Mr.  Blakey  referred  to,  and  Mr.  Cory  was  then  called  into  the 
meeting  and  explained  that  the  additional  amount  was  the  amount 
of  overhead  that  had  been  paid  for  a  number  of  months  which  was 
not  under  consideration  by  Col.  Hughes  at  that  time.  As  I  recall 
it.  Col.  Hughes  was  figuring  on  1918  overhead,  and  the  additional 
amount  referred  to  1917  ana  to  1919. 

Mr.  Grahau.  Did  Mr.  Blakey  at  any  time  during  the  progress 
of  the  settlement  of  this  claim  try  to  interject  remark  or  make  any 
statements  to  the  gentlemen  who  were  passing  on  it  up  there  t 

Col.  McFarland.  No;  I  think  not.  There  was  a  very  free  dis- 
cussion of  various  items  as  they  came  up. 

Mr.  Graham.  Was  his  advice  called  for  at  any  time  by  any  of 
the  board,  or  any  questions  asked  of  him  officially  f 

Col.  McFarland.  Well,  I  do  not  know  whether  I  asked  him  on 
this  particular  item  what  his  views  were,  or  whether  he  volunteered 
them.  I  obtained  the  information  from  him.  I  have  no  recollection 
of  the  particular  means. 

Mr.  Graham,  If  you  had  known  at  the  time  you  were  passing  on 
this  claim,  Colonel,  that  instead  of  an  offer  of  approximately  $200,000, 
that  you  could  have  gotten  $750,000  from  somebody  else,  would  it 
have  made  any  difference  in  your  determination  ? 

Col.  McFarland.  All  the  difference  in  the  world.  It  is  my  recol- 
lection, however,  that  the  salvage  offer  of  the  Standard  Steel  Car 
Co.  was  $900,000. 

■Mr.  Graham.  You  are  wrong  on  that;  that  was  the  salvage  offer 
for  the  materials,  special  facilities  included. 

Col.  McFarland,  Yes;  I  would  not  think  for  a  moment  of  approv- 
ing of  it,  if  I  had  the  power  of  approval,  or  of  voting  for  a  claim 
that  did  not  derive  all  tiie  possible  benefit  to  the  United  States. 

Mr.  Graham.  Have  you  since  been  informed  from  any  source  that 
an  offer  has  been  made  by  any  other  firm  ? 

Col.  McFarland.  No,  sir. 

Mr.  Graham.  No  one  knew  it  up  until  this  time? 

Col.  McFarland.  No,  sir. 

Mr.  Graham,  Well^  I  may  say  for  your  information  that  the  let- 
ters are  in  the  files  in  connection  with  this  claim,  to  the  Chicago 
board,  which  have  been  sent  to  us. 

Do  you  want  to  ask  him  anything,  Mr.  Jefferis? 

Mr.  Jeffebis.  Yes,  sir. 

Just  why  was  it  that  you,  representing  the  Washington  ordnance 
claims  board,  I  take  it.  went  out  to  Chicago  with  these  other  mem- 
bers of  the  different  boards  to  pass  on  this  claim  J 

Col.  McFarlan.  Col.  Hof .  the  acting  chairman  of  the  Washington 
ordnance  claims  board,  came  to  my  office  with  Col.  Hughes  on  Wed- 
nesday morning — the  Wednesday  that  I  previously  referred  to — and 
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asked  if  there  was  any  reason  whv  I  f^ould  not  go  out  to  Chicago 
on  this  case,  and  I  told  him  that  I  knew  of  no  reason ;  that  I  was 
available  for  the  work,  or  some  remark  of  that  kind,  and  he  told  mo 
to  get  ready  then  and  go  on  the  afternoon  train  with  Col.  Hughes. 
His  instructions  were  not  definite.  I  do  not  recall  that  we  had  very 
mnch  of  a  conversation  at  that  time.  I  presumed  that  the  case  was 
difficult ;  I  knew  from  the  conversation  that  had  taken  place  on  the 
preceding  day  durine  the  meeting  of  the  claims  board  that  it  was  » 
difficult  case;  that  the  settlement  had  been  n^;otiated,  and  I  pre- 
sumed that  Col.  Hof  wanted  a  representative  of  his  board  on  the 
ground  to  get  the  local  atmosphere,  and  to  see  the  actual  conditions 
under  which  the  settlement  had  been  arrived  at  by  the  Chicago  dis- 
trict board. 

Mr.  Jefferib.  Well,  had  it  been  arrived  at  by  that  time  by  the 
Chicago  district  board! 

Col.  McFariamd.  It  was  my  understanding  that  the  Chicago  dis- 
trict board  had  approved  the  claim. 

Mr.  Jefferis.  Had  any  papers  come  to  your  observation  t 

Col.  McFarlasd.  Only  the  papers  that  were  brought  up  by  Col. 
Hu^es  so  far  as  I  know. 

Mr.  Jefteris.  What  papers  did  he  bring! 

Col.  McFarland.  The  particular  paper  that  I  read  there,  or  the 
paper  which  showed  the  original  claim,  presumably — the  ori§^nal 
claim  of  the  Standard  Steel  Car  Co.  on  the  one  side,  and  the  nego- 
tiated settlement  as  it  had  been  set  up  by  him  and  by  the  Chicago 
District  Board  on  the  other  side  of  the  paper.  I  mean  in  the  other 
column. 

Mr.  Jepferis.  Well,  did  this  Col.  Hof,  was  it,  or  General! 

Col.  McFari,ano.  Colonel. 

Mr.  Jefteris.  When  Col.  Hof  and  Col.  Hughes  came  to  you  on 
this  Wednesday  morning,  he  had  the  figures  that  indicated  that  the 
settlement  had  been  arrived  at  by  the  Chicago  Claims  Board! 

Col.  McFarland,  He  did  not  show  me  the  figures  on  Wednesday 
morning;  the  figures  I  had  seen  on  the  preceding  day. 

Mr.  Jefferis.  Who  had  shown  them  to  you  on  that  day! 

Col.  McFahland.  Col,  Hughes. 

Mr.  Jefferis.  Then  he  haa  been  here  on  Tuesday! 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis.  He  has  been  out  there  for  some  time  at  Chicago,  or 
do  you  know! 

Col.  McFabland.  I  think  he  had  been  there  for  several  months. 
He  had  returned  from  overseas  about  the  lat  of  April,  just  about 
the  time  I  sailed,  and  I  believe  that  within  a  few  weeks  after  his 
arrival  in  Washington  he  was  sent  out  to  Chicago.  How  long  he 
had  been  on  the  claims  board  I  did  not  know,  as  he  had  been  sent 
out  as  ordnance  officer  or  in  some  military  capacity. 

Mr.  Jefferis.  Well,  as  you  understood  it  he  was  on  the  claims 
board  at  Chicago! 

Col.  McFARLANn,  Yes,  sir. 

Mr.  Jefferis.  Was  he  the  chief  of  it! 

Col.  McFarland.  No,  sir.  I  think  that  he  is  now  chief  of  that 
board. 

Mr.  Jefferis.  Who  was  chief! 

Col.  McFarland.  Col.  Arison. 
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Mr.  Jeffebis.  Col.  Arison  or  Mr.  Russell! 

Col.  McFaklamd.  I  thought  Mr.  Russell  was,  and  when  I  saw  hun 
-on  the  train  he  mentioned  something  about  his  being  chief,  but  he 
said  that  he  was  on  a  vacation,  or  had  left,  or  something  of  that  kind. 

Mr.  Jeffebis.  Did  Mr.  Russell  go  out  there  with  you  to  the  plant ! 

Col.  MCFARL.AKD.  No,  Sir;  I  saw  him  that  evening.  He  came  into 
the  drawing-room  where  we  were  sitting  and  talk^  with  us  for  an 
hour  or  two. 

Mr.  Jeffebis.  Where  was  this,  at  Hammond? 

Col.  McFabland.  No,  sir;  the  drawing-room  going  out;  on  the 
train.  I  saw  him  the  next  morning,  but  he  did  not  go  to  Hammond 
with  us. 

Mr.  Jeffebis.  Now,  who  got  Col.  Reeves  to  go  out  there} 

Col.  McFarland.  I  don't  know. 

Mr.  Jeffebis.  As  I  understood  it  the  first  you  knew  of  your  going 
to  Chicago,  Col.  Hof  and  Col.  Hughes  came  to  you ! 

Col.  McFarland.  On  Wednesday  morning. 

Mr.  Jeffebis.  On  Wednesday  morning? 

Col.  McFabland.  Yes,  sir. 

Mr.  Jeffebis,  Were  you  informed  at  that  time  that  the  Chicago 
District  Claims  Board  had  agreed  on  any  amount  with  the  Standard 
Steel  Car  Co.? 

Col.  McFarland.  From  the  conversation  that  had  taken  place  in 
the  office  on  the  preceding  day,  that  is,  on  Tuesday,  I  presumed  that 
the  Chicago  District  Board  had  agreed  on  this  negotiated  settle- 
ment. 

Mr.  Jeffebis.  Then  you  handn't  any  definite  information  about  it 
at  that  time  t 

Col.  McFarland.  No;  they  had  no  final  written  approval  of  that 
board  so  far  as  I  know. 

Mr,  Jefferis,  Was  there  every  one  of  that  board  in  this  case? 

Col,  MoFabland.  Col.  Arison  signed  the  settlement — called  the 
settlement  contract — Col.  Arison  signed  the  award  for  the  Chicago 
District  Boai-d,  which  presumed  that  the  board  had  previously  pas^ 
on  it. 

Mr,  Jefferis.  And  you  signed  it  also  for  the  Ordnance  Claims 
Board  at  Washington? 

Col.  McFabland.  Yes,  sir. 

Mr.  Jefferis.  Had  your  board  pased  on  it? 

Col.  McFabland.  No,  sir;  our  board  had  not  seen  the  detail  of 
the  case,  but  I  had  gone  to  Chicago  to  represent  tlie  board  in  the  case. 

Mr.  Jeffebis,  In  other  words,  the  way  these  boards  apparently 
■worked,  Colonel,  as  I  get  it,  that  Arison,  by  his  signing  it,  tnat  made 
it  the  work  of  the  claims  board  at  Chicago,  didn't  it? 

Col.  McFarland.  Yes;  I  presume  it  did. 

Mr,  Jefferis.  By  your  signing  it  that  purported  that  it  was 
passed  by  the  Wasnington  Claims  Board  of  the  Ordnance  Depart- 
ment? 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis.  And  yet  you  are  the  only  one  of  that  board  that 
had  investigated  it! 

Col,  McFarland.  Mr,  Graves  was  there  and  had  also  investigated 
it.    Mr.  Graves  was  in  the  room  there. 

Mr.  Jei^feris.  How  many  are  on  your  board? 
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Col.  McFarumd.  I  don't  know. 

Col.  Hawkins.  Seven  officers  and  two  alternfttes. 

Col.  McPabland.  The  reason.  I  do  not  know,  a  number  of  the 
tmard  are  always  away  investigating,  and  when  we  have  three  mem- 
bers present  a  quorum  is  said  to  be  present  and  we  transact  business. 

Mr.  Jetfebis.  Well,  on  the  War  Department  Claims  Board,  Mr- 
Reeves  was  representing  it! 

Col.  McFarland.  Col.  Beeves;  yes,  sir. 

Hr.  Jefferis.  And  he  was  the  only  one  of  that  board  that  signed 
this  award,  was  het 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis.  He  was  the  only  one  that  investigated  it^ 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis.  Now,  does  that  become  binding  simply  because  one  of 
these  three  distinct  and  separate  boards  signs— does  that  make  it  the 
action  of  those  boards? 

Col.  McFarland.  I  think  it  does,  when  those  boards  specifically 
^ve  those  people  authority  to  act  for  them. 

Mr.  Jefferis,  Now,  for  instance 

Col.  McFarland  (interposing).  I  don't  know;  that  is  a  question 
that  is  entirely  beyond  me.     I  do  not  presume  t(^- — 

Mr.  Jefferis  (mterposing).  For  instance,  when  you  started,  as  I 
«atch  it  now,  hk  a  representative  of  the  Ordnance  Department  claims 
board  at  Washington,  was  any  authorization  given  you  by  that  hoard 
that  you  should  represent  it;  that  you  should  have  the  power  of 
Attorney  to  represent  it? 

Col.  McFarland.  No  further  authorization  than  that  which  Col. 
Hof  gave  me  when  he  told  me  to  go  on  this  case. 

Mr.  Jeffbbis.  No  written  orders? 

Col.  McFarland.  No,  sir.  I  had  written  orders  to  proceed  to  Chi- 
cago, hut  he  did  not  give  me  instructions  what  to  do. 

Mr.  Jefferis,  Just  to  proceed  to  Chicago? 

Col.  McFarland.  Well,  it  may  have,  said  in  connection  with  the 
Standard  Steel  Car  Co.  I  am  sure  it  said  it  was  necessary  in  the 
military  service,  as  those  orders  always  do. 

Mr.  Jefferis.  That  War  Department  board  has  how  many  mem- 
bers--the  one  Col.  Reeves  is  on  * 

Col.  McFarland.  I  don't  know. 

Mr.  Jefferis.  You  have  never  seen  it  in  operation  ? 

Col.  McFarland.  No;  I  have  seen  the  two  members.  Col.  Reeves 
and  Col.  Dalton, 

Mr.  Jefferis.  Is  it  scattered  over  the  country,  toot 

Col.  McFarland.  I  do  not  know.  My  relation  to  that  board  has 
been  confined  to  Col.  Reeves  and  Col.  Dalton  and  the  work  they  did. 
I  do  not  know  anything  about  what  they  did. 

Mr.  Jefferis,  This  board  that  Col.  Hawkins  mentioned  has  how 
many  members? 

Col.  McFarland.  Seven  members  and  two  alternates. 

Mr.  Jefferis.  Now,  can  anyone  of  those  nine  officers,  if  told  to  do 
something,  bind  that  entire  board  as  you  did  at  Chicago,  for  instance? 

Col.  McFarland.  Strictly  speaking,  I  suppose,  in  order  to  do  that, 
rthev  would  have  to  have  the  authority  of  the  board,  but  I  do  not  know 
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any  reason  why  the  board  can  not  delegate  that  authority.    I  do  not 
know  what  the  strict  procedure  in  that  case  ia. 

Mr.  Jbffebis.  You  think  that  ordnance  board  with  seven  members 
and  two  alternates  could  delegate  one  of  its  members  to  ^o  off  some- 
where to  settle  a  proposition  and  that  that  would  be  bindmg,  do  youl 
Col.  McFabi^md.  So  far  as  I  know.    I  say  I  do  not  know  what  the 
leKil  procedure  would  be. 

Mr.  Jefferib.  Not  much  use  for  a  board,  is  there;  just  send  a 
fellow  out  and  let  him  settle  it? 

Col.  McFarlakd,  The  board  having  delegated  the  authority,  I 
presume  would  become  responsible  for  the  acts  of  that  one  member; 
and  if  it  made  an  error  in  exercising  the  judgment  of  that  one  mem- 
ber, I  presume  it  would  stand  responsible  for  it. 

Mr.  Jefferib.  In  other  words,  you  think  if  the  one  fellow  made  a 
bad  guess  or  did  not  get  hold  of  the  entire  facta  the  whole  board 
would  have  to  suffer  for  his  action? 

Col.  McFarland.  I  presume  that  would  be  the  case.  As  I  say, 
that  is  an  entire  presumption  on  my  part,  because  I  have  never  heard 
the  matter  discussed  fi-om  a  legal  point  of  view,  and  I  do  not  know 
what  the  authority  of  that  board  to  delegate  is. 

Mr.  Jefferis.  Has  it  ever  occurred  before  when  the  Ordnance 
Claims  Board,  at  Washington,  has  sent  out  an  individual  like  you 
were  sent  out  to  adjust  a  claim? 

Co!.  McFarland.  So  far  as  I  know,  that  is  the  only  case. 

Mr.  Jefferis.  The  only  case? 

Col.  McFariand.  Of  that  particular  kind,  where  final  adjustment 
has  been  made  on  the  ground. 

Mr.  Jefferis.  On  the  adjustment  or  award,  as  it  was  made,  was 
really  signed  by  Col,  Reeves,  representing  the  War  Department 
Claims  Board,  and  yourself,  representing  the  Ordnance  Claims 
Board,  of  Washington,  and  by  Cot.  Arison,  representing  the  Chicago 
Claims  Board ! 

Col.  McFahi^and.  The  Chicago  district  claims  board ;  yes,  sir. 

Mr.  Jefferis.  And  you  were  the  three  men  that  were  really  acting 
on  it! 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis.  And  you  were  the  three  men  that  went  around  over 
the  Hammond  plant  and  looked  over  the  stuff? 

Col.  McFarland.  Col.  Arison  was  not  with  us  on  this  day. 

Mr.  Jefferis.  He  was  not  with  you? 

Col.  McFarland.  No,  sir. 

Mr.  Jefferis.  Who  was  with  you  ? 

Col.  McFarland.  Col.  Hughes  was  with  us. 

Mr.  Jefferis,  Col.  Hughes  was  with  you? 

Col.  McFarland.  There  were  other  Government  officials  along;  wb 
were  not  the  only  ones. 

Mr.  Jefferis.  Why  didn't  Col.  Hughes  sign  this  settlement  it  he 
was  the  one  that  was  directing  you  gentlemen  around  ? 

Col.  McFarland.  I  presume  it  was  signed  by  Col.  Arison,  because 
Col.  Arison  was  the  acting  chief,  or  chief  of  the  Chicago  district 
claims  board. 

Mr.  Jefferis.  When  you  got  to  the  station — that  is,  the  railroad 
station — on  Wednesday,  was  it* 
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Col.  McFarland.  I  left  Washington  on  Tuesday,  and  arrived  at 
EDgtewood  Station  on  Wednesday. 

Mr.  Jeffebis.  Oh,  it  was  Tuesday  that  Col.  Hof  came  into  your 
office^ 

Col.  McFABijiND.  Yes,  sir. 

Mr,  Jefferis,  When  you  got  to  the  station  on  Tuesday,  to  go  to 
Hammond,  you  say  you  met  Col.  Hughes  again! 

Col.  McFari^kd.  Yes,  sir. 

Mr.  Jefferm.  Who  was  with  him? 

Col,  McFabljind.  Mr.  Corey ;  I  do  not  know  whether  anybody  else 
was  with  them  or  not. 

Mr.  Jefferib.  Who  was  Mr.  Corey! 

Col.  McFahlanh.  Mr.  Corey  was  the  representative  of  the  Stand- 
ard Steel  Car  Co. 

Mr.  Jbpfebm.  And  you  say  Col.  Hughes  and  Mr,  Corey  had  a  state- 
room together? 

Coi,  McFakland.  Yes,  sir, 

Mr.  Jeffebis.  Did  you  visit  them  in  there? 

Col.  McFarland.  Yes,  sir;  I  sat  in  their  stateroom  several  hours 
that  evening- and  perhaps  an  hour  or  so  in  the  morning. 

Mr.  Jefferis.  Wei),  what  was  the  subject  of  your  discussion?  Did 
you  have  this  negotiated  claim  up  in  any  way  while  you  were  on  the 
train? 

Co).  McFarland.  Mr.  Russell  spoke  to  me  about  it.  I  do  not  be- 
lieve that  Col.  Hughes  and  Mr.  Corev  or  I  talked  of  the  claim  at  all. 
Mr,  Bussell,  when  he  came  in,  stated 

Mr.  Jefferis  (interposing).  Just  where  did  you  take  up  with 
RusseU? 

Col.  McFahuind.  I  do  not  remember;  it  was  probably — I  think  it 
was  before  we  went  to  dinner,  although  I  am  not  real  sure.  But,  at 
anv  rate,  he  came  in  the  room  with  us  soon  and  he  sat  there. 

Mr.  Jefferis.  That  would  be  on  the  day  you  started? 

Col.  McFarland.  Yes;  on  Tuesday.    Mr.  Russell  said 

Mr,  Jefferis  (interposing).  What  road  were  you  on,  the  Penn- 
sylvania ? 

Col.  McFarland.  The  Pennsylvania;  yes,  sir. 

Mr.  Jefferis.  He  probably  joined  you  about  Hairisburg,  did  he? 

Col.  McFarland.  I  was  of  the  impression  that  he  had  come  from 
New  York  and  that  our  train  hooked  onto  the  New  York  train. 

Mr.  Jefferis.  Now.  what  was  said  about  this  claim? 

Col.  McFarland.  Mr.  Russell  said  that  he  thought  Col.  Hughes 
had  negotiated  a  frood  settlement  and  had  done  better  than  he  him- 
self could  have  done. 

Mr.  Jefferis.  He  told  you  that? 

Col.  McFarland.  Yes,  sir.  Now,  he  told  me  that  rather  on  the 
side;  I  do  not  think  the  rest  of  the  people  in  the  room  heard  it;  he 
was  not  talking  to  them.  I  am  sure. 

Mr,  Jefferis,  He  wa.s  kind  of  giving  you  a  little  confidential  ad- 
vice as  to  what  he  thought  about  it.  wasn't  he? 

Co).  McFarland.  I  do  not  think  he  was  giving  me  any  confidentia) 
advice;  that  was  not  his  tone.     It  may  have  been,  but  I  did  not  think 
■of  it  at  the  time.     I  thought  he  wa.s  complimenting  Col.  Hughes. 
Col,  Hughes  is  a  friend  of  mine;  lie  was  at  the  Military  Acader" 
with  me.  and  I  presume  Mr.  Rus.'^ell  knew  that. 
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Mr.  Jeffe816.  Whei-e  did  this  occur,  that  Mr.  Russell  was  telling- 

lu  that  he  thought  Col.  Hughes  had  made  a  better  settlement  than 
le  could? 

Col.  McFarland.  Mr.  Russell  and  I  were  standing  up,  either 
standing  up  or  sitting  on  the  long  seat  on  the  side  of  the  drawing- 
room,  and  Mr,  Corey  and  somebody  else  were  sitting  on  the  seats. 
They  were  playing  cards  or  games,  or  card  tricks. 

Mr.  Jefferis.  So  you  and  Mr.  Russell,  as  you  sat  there  on  the  side- 
seat  of  this  drawin(f-room,  were  talking  of  this  claim,  were  you* 

Col.  McFabland.  No;  I  think  that  is  the  only  remark  that  was 
made  about  it  I  did  not  know  much  about  it.  I  had  never  heard  of  it- 
only  as  it  was  presented  on  the  preceding  day  and  it  had  been  talked 
of  only  a  few  hours  or  an  hour  and  a  naif,  I  suppose,  I  did  not 
know  much  about  the  claim. 

Mr.  Jbffebis.  Well,  did  they  furnish  you  any  figures  or  anything 
while  you  were  on  the  train  going  outf 

Col.  McFafland.  No,  sir. 

Mr.  Jefferis.  That  is  about  all  you  heard  about  it,  then,  when- 
you  were  on  the  way  out,  Colonel! 

Col,  McFabl&nd.  Yes,  sir. 

Mr.  Jefferis.  Now,  when  you  got  out  there,  who  accompanied 
you  to  the  Hammondptant ! 

Col.  McFahi.and.  We  met  Col.  Reeves  and  Mr,  Sofberg  at  the- 
Englewood  station. 

Mr.  Jefferib.  Who  is  he  ? 

Col.  McFarland.  Mr.  Sofberg  went  out  as  the  representatire  of 
the  Technical  Advisory  Committee  of  the  War  Department,  which 
Technical  Advisory  Committee  has  offices  in  the  Ordnance  Depart- 
ment Claims  Board,  and  its  function  is  to  advise  the  Ordnance  De- 
partment Claims  Board  on  matters  in  reference  to  claims.  1  under- 
stand that  this  particular  section  we  consulted  was  confined  to- 
ordnance. 

Mr.  Jefferis.  Yourself  and  Col.  Hughes  and  Mr.  Graves  and  Mr. 
Sofberg 

Col.  McFarland  (interposing).  And  Mr,  Cory  and  Mr.  Jenks 

Mr.  Jefferis  (interposmg).  Mr,  Jenks! 

Col.  McFarland,  "ies;  of  the  company,  met  us  there  with  ma- 
chines, some  of  wliich  were  Government  and  some  of  which,  I  pre- 
sume, were  company  machines,  I  think  there  was  perhaps  one  or 
two  other  men  in  Col.  Reeves's  party,  but  I  don't  know.  We  drove 
then  directly  to  the  plant  at  Hammond. 

Mr.  Jefferis.  Now.  just  wliat  did  you  do  there  before  you  O.  K'd 
this  claim ! 

Col.  McFarland.  In  the  morning  we  walked 

Mr.  Jefferis  (interposing).  That  is,  Wednesday  morning! 

Col.  McFarland.  Wednesday  morning. 

Mr.  Jefferis.  What  date  was  this,  do  you  know ! 

Col.  McFarland,  I  think  about  the  24th  of  September.  I  believe 
if  I  saw  a  calendar  I  could — about  three  weeks  ago.  We  walked 
over  the  plant.    Went  from  the  ofiice 

Mr.  Jefferis  (interposing) .  Now,  Colonel,  had  you  in  your  experi- 
ence in  the  Army  ever  any  i-eal  experience  with  plants  of  that  kindJ 
or  anything  of  that  kind? 
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Col.  McFabland.  Yes;  b;  being  in  the  OrdnaDce  Department  I 
had  made  a  study  of  plants  to  some  extent 

Mr.  Jeffebis.  Just  state  what  you  did  as  you  walked  through 
there. 

Col.  McFahland.  The  various  buildings  were  pointed  out  to  us, 
those  that  had  been  enlaced  for  the  purposes  of  this  contract.  One 
bi^  concrete  storehouse,  Irecall,  as  having  been  pointed  out,  or  was 
pointed  out  as  having  been  entirely  constructed  for  the  purposes 
of  this  contract.  We  went  into  a  storehouse  where  there  was  a 
great  mass  of  component  parts  which  had  been  partially  worked. 
I  was  very  much  impressed  there  by  the  amount  of  work  that  had 
been  done  on  this  great  pile  of  parts  that  filled  this  large  storehouse. 
I  suppose  we  spent  30  or  35  minutes,  perhaps,  walking  through  this 
one  storehouse  where  the  material  was.  That,  of  course,  could  not 
give  us  any  idea  of  the  value  of  that  material,  except  in  a  very 
general  way,  but  we  could  get  an  idea  that  the  value  of  the  material 
was  large.  The  weight  of  the  metal  would  not  be  so  great,  but 
to  pick  up  a  comparatively  small  piece  and  see  how  much  machine 
work  was  on  it  would  give  an  impression  of  the  value  of  the  stock 
in  that  storeroom.  Then  we  went  into  the  machine  shop  that  had 
been  enlarged  for  this  contract.  I  remember  some  large  overhead 
cranes  in  there,  concerning  which  there  was  quite  a  discussion  con- 
cerning sending  them  to  Watertown  Arsenal. 

Mr.  Jefferis.  Could  you  tell  how  much  of  this  had  already  been 
paid  for  by  looking  at  it ;  wfts  anything  stated  about  that,  or  were 
you  just  looking  at  the  piles  of  stunt 

Col.  McFarlahd.  We  were  just  looking  at  the  piles  of  stuff  to  get 
a  physical  picture  of  what  the  conditions  were. 

Mr.  Jefferis.  Go  on. 

Col.  McFarland,  After  looking  at  the  machine  shop,  where  I 
noticed  a  good  many  machines  had  been  removed,  I  was  told  that  a 
good  many  machines  had  been  sent  to  Watertown  Arsenal,  and  we 
went  through  the  boiler  plant  which  had  been  erected  for  the  pur- 
pose of  heating  the  machine  shop  and  other  buildings  and  then 
went  back  into  the  office.  Shortly  after  that  we  went  to  luncheon 
over  at  the  company's  hotel,  which  was  three  or  four  or  five  hundred 
yards  away, 

Mr,  Jefferis.  Do  you  know  how  much  that  hotel  cost  the  Gov- 
ernment i 

Col.  McFari.and,  No,  sir, 

Mr.  Jefferis.  Did  you  have  any  figures  on  itt 

Col.  McFaeland.  Yes;  I  remember  figures  were  presented  to  us. 

Mr.  Jefferis.  It  is  a  pretty  good  hotel,  isn't  itt 

Col.  McFaelakd.  Nothing  fancy  about  it;  it  looked  quite  sub- 
stantial. 

Mr.  Jefferis.  About  how  many  rooms! 

Col,  McFarland,  I  could  not  say.  It  was  a  bigger  hotel  than 
you  would  see  in  a  little  town  and  a  much  better  hotel  than  you 
would  see  in  a  little  town,  but  I  did  not  look  at  it  with  a  view  of 
the  number  of  rooms. 

Mr.  Jfjfebis,  It  is  open  to  the  general  public,  isn't  it? 

Col.  McFarland.  I  do  not  know,  I  presume  so,  because  there  were 
a  number  of  people  in  there. 

Mr.  Jefferis.  After  you  got  to  the  hotel  ? 
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Col.  McFarland.  We  had  luncheon  and  went  back  to  the  plant 
and  went  into  a  room  that  was  a  loun^in^  room^  I  suppose  a  club- 
room  ior  the  officers  and  the  higher-paid  civilians  who  were  on  duty 
at  the  plant. 

Mr.  Jefferis.  Was  that  in  a  new  building? 

Col.  McFarland.  I  don^t  think  so.  We  did  not  ^e  out  of  the 
offices;  we  walked  through  a  sort  of  a  corridor  into  this  room.  And 
then  Col.  Reeves,  being  the  senior  officer  present,  assiuned  chairman- 
ship of  this  committee.  No  one  was  there  except  Government  em- 
ployees and  representatives.  At  that  meeting,  I  suppose,  there  were 
12  people;  Col.  Beeves,  of  the  War  Depa^ment,  and  I  and  Mr. 
Graves,  of  the  Ordnance  Board,  and  Col.  Hughes,  from  the  Chicago 
district  board,  and  somebody  from  the  property  office 

Mr.  Jefferis  (interposing).  Neither  Arison  nor  Russell  were 
there  ? 

Col.  McFarland.  No,  sir;  neither  Col.  Arison  nor  Mr.  Russell 
were  there.  Somebody  from  the  property  office  and  from  the  ac- 
counting office,  and  Mr.  Vail  and  some  other  gentleman,  who  were 
Government  employees  on  duty  at  the  plant.  Ido  not  know  exactly 
what  their  functions  were.  I  suppose  they  acted  as  Government 
managers,  probably. 

Mr.  Jefferis.  Who  collected  them  all  there;  who  told  them  to 
assemble  in  this  lounging  roomi 

Col.  McFarland.  I  think  Col.  Reeves  had  that  matter  in  charge ; 
just  how  it  was  negotiated  I  do  not  know, 

Mr,  Jefferis.  About  how  many  of  those  fellows  collected  there  in 
■this  place? 

Col.  McFarland.  I  should  say  there  were  perhaps  10;  something 
like  that. 

Mr.  Jepfebib.  Was  Mr.  Blakey  there  t 

Col.  McFarland.  Yes,  sir, 

Mr.  Jefferis.  Well,  now,  after  you  got  into  this  lounging  room 
and  all  got  together  what  was  the  next  thing? 

Col.  McFarland.  The  subject  of  salvage  was  first  discussed,  and  it 
was  discussed  at  considerable  length.     Mr.  Vail  had— — 

Mr.  Jefferis  (interposing).  I  thought  you  had  a  negotiated  settle- 
ment agreed  upon,  as  I  understood  it,  before  you  left  Washington ; 
that  is,  as  you  understood  it? 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis,  Now,  what  was  said  about  that? 

Col.  McFarland.  I  don't  know  that  anything  in  that  meeting  was 
said  to  show  that  that  was  a  negotiated  settlement.  I  knew  it,  and  I 
-do  not  think  that  question  was  brought  up  at  all. 

Mr.  Jefferis.  Well,  you  knew  it,  because  Russell  had  told  you  on 
the  car? 

Col.  McFarland.  No;  because  Col.  Hughes  had  told  the  board  in 
the  meeting  on  Tuesday  here  in  Washington. 

Mr,  Jefferis.  Did  he  tell  you  how  much  they  had  agreed  on  for  a 
settlement  ? 

Col.  McFarland,  Yes,  sir. 

Mr.  Jfjt^ris.  What  did  he  tell  you  ? 

Col.  McFarland,  Three  million  dollars. 

Mr.  Jefferis.  He  told  vou  that  on  Tuesday  before  vou  folks 
started? 
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Col.  McFaiii^\xd.  Yes.  sir. 

Mr.  Jeffkris.  Was  Col,  Hof  there  then  ? 

Col.  McFakland.  Yes.  sir. 

Mr.  Jefferis.  Who  else? 

Col.  McFarland.  Col.  Ames  was  there  and  Mr,  Graves  was  there; 
I  do  not  recall  whether  anyone  else  was  there  or  not. 

Mr.  Jfjferis.  That  was  $3,000,000,  including  their  profits,  wasnt 
it— $800,000  or  something? 

Col,  McFarland.  Yes,  sir. 

Mr.  Jefferis.  Now,  then,  what  was  the  use  of  this  meeting  in  the 
lounging  room  if  the  settlement  was  agreed  upon? 

Col.  McFarland.  The  settlement  was  not  agreed  upon  by  Col. 
Reeves  nor  by  myself.  I  understood  it  had  been  agreed  on  by  the 
Chicago  distnct  board. 

Mr.  Jefferis.  Well,  now  then,  when  you  all  got  into  this  lounging 
room  there,  did  anybody  make  a  statement  as  to  what  had  been  donei 

Col,  McFarland.  Col.  Reeves  acted  as  chairman  and  proceeded 
first  with  the  salvage  matter — the  offer  of  salvage. 

Mr.  Jefferis.  Didn't  you  bring  it  before  this  crowd,  or  whatever 
vou  want  to  call  it,  that  was  there,  the  fact  that  a  settlement  had 
been  agreed  upon  and  you  wanted  to  see  whether  that  which  was 
agreed  upon  was  fair  and  just;  is  that  the  way  it  was  done,  or  how 
was  iti 

Col.  McFarland.  I  do  not  recall  what  was  the  first  thing  that 
was  said. 

Mr.  Jefferis.  The  first  thing  you  remember 

Col.  McFarland  (interposing).  The  first  thing  I  remember  was 
a  long  discussion  of  the  salvage  offer  of  the  company. 

Mr.  Jefferis.  What  was  the  salvage  offer! 

Col  McFarland.  As  I  recall,  it  was  $900,000. 

Mr,  Jkfferis.  That  took  in  machinery,  buildings,  raw  materials, 
and  everything! 

Col.  McFarland.  Yes,  sir. 

Mr.  Jeitehis.  Lump  sum  of  $900,000! 

Col.  McFarland.  Yes;  but  there  was  a  provision  made,  however, 
that  certain  of  the  machinery  and  materials  which  were  at  the  plant 
could  be  requisitioned  by  the  Watertown  Arsenal,  if  the  Watertown 
Arsenal  wanted  them  in  connection  with  their  plant,  and  in  con- 
nection with  the  construction  of  some  of  these  carriages  which,  I 
understand,  are  £2''^^  forward  at  the  Watertown  Arsenal. 

Mr.  Jefferis.  Well  now,  was  there  anything  said  there  as  to  what 
these  special  facilities  and  buildings  and  materials  had  cost  the 
Government! 

Col.  MoFabland.  I  think  that  was  all  gone  into,  Mr.  Vail,  one 
of  the  Government  representatives  there,  had  a  list  which  he  had 
prepared,  which  I  think  showed  the  cost  as  well  as  the  salvage  offer, 
and  the  salvage  price  which  he  considered  fair  and  just. 

Mr.  Jefferis.  Well,  about  what  was  the  cost  of  this  stuff  and 
special  facilities! 

Col.  McFarland.  I  have  no  idea. 

Mr.  Jefferis,  Wasn't  it  over  $4,000,000  or  $5,000,000! 

Col.  McFarland,  I  don't  know.  I  have  not  consulted  the  file  in 
this  case  since  I  came  back. 
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Mr.  Jefferjs.  Well,  who  did  jou  depend  on  there  in  arriving  at 
the  conclusion  that  you  should  sign  the  paper  ^ 

Col.  McFarland.  I  depended  on  the  district  board;  the  specific 
information  as  given  by  Col.  Hughes,  and  substantiated  by  his  staff, 
of  whom  I  considered  Mr.  Vail  one. 

Mr.  Jbtferis.  Did  ^ou  ask  any  question  about  what  was  the  cost 
of  this  stuff  and  what  it  consisted  oft 

Col.  McFahland.  Yes:  I  thinb  I  was  quite  active  in  the  discussion. 

Mr.  Jefferis.  Do  you  Ifnow  how  much  the  hotel  cost? 

Col.  MoFari^nd,  No,  sir. 

Mr.  Jefferis.  You  do  not  know  how  much  any  of  the  additional 
buildings  cost  ? 

Col.  MoFarland.  No;  1  remember  quite  a  discussion  about  that 
concrete  storehouse,  because  it,  apparently,  was  m»de  against  the 
advice  of  the  company.  But  I  do  not  recall  what  the  figures  were. 
My  idea  was  in  arriving  at  the  justness  of  the  claim  and  satisfying 
myself  that  the  figures  which  were  given  were  satisfactory.  I  did 
not  attempt 

Mr,  Jefferis  (interposing).  Did  you  go  into  the  question  of  the 
quantity  of  scrap  material  that  was  there  at  all  t 

Col.  McFahland.  In  weight,  you  mean! 

Mr.  Jefferis.  Yes. 

Col.  McFarlakd.  No  ;  I  have  no  recollection  of  going  at  all  into 
the  weight  of  material.  The  salvage  offer,  as  shown  by  Mr.  Veil,  con- 
vinced me  that  the  money  which  was  being  offered  was  reasonable 
and  was  all  that  could  be  obtained  for  it. 

Mr.  Jefferis.  Did  you  know  at  that  time  that  anybody  had  been 
asked  to  bid  on  that  until  about  a  couple  of  hours  before  you  got 
there? 

Col.  McFari^and.  No,  sdr. 

Mr.  Jbffehis.  You  did  not  know  thati 

Col,  MoFarland.  No,  sir;  I  understand  that  the  claim  had  been 
under  negotiation  for  several  months;  I  understand,  I  think,  three 
months. 

Mr.  Jefferis.  Who  told  you  thatt 

Col.  McFarland.  Col.  Hughes,  here  in  Washington,  on  Tuesday 
had  stated  that  the  matter  had  been  a  long  time  under  consideration, 
and  1  did  not  discount  that  in  the  impressions  I  received  from  the 
Government  officials  that  were  on  the  job. 

Mr.  Jefferis.  In  other  words,  you  took  them  at  100  per  cent  all 
the  way  through? 

Col,  McF.*Ri-AND.  Practically;  although  I  asked  enough  questions 
to  satisfy  myself  on  points  that  appeared  to  be  doubtful. 

Mr.  Jefferis.  Did  Corev  or  Jenks  tell  you  anything  about  what 
the  value  of  these  special  facilities  were? 

Col.  McFablanr,  I  don't  think  so.  I  remember  I  did  ask  Jenks 
one  question  about  the  value  of  one  thing;  I  don't  remember  what  it 
was,  and  he  said  so  and  so.  I  said, '  Will  you  state  that  under  oath !  " 
He  said,  "I  will." 

Mr.  Jefferis.  When  was  this? 

Col.  McFarland,  This  was  Thursday  morning,  in  the  district 
office. 

Mr.  Jefferis.  How  long  did  this  last  in  the  lounging  room? 
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Col.  MoFarland,  I  presume  we  went  in  there  about  half  past  1 
and  left  there  about  5;  I  should  say  after  1,  rather  than  before  5, 
because,  as  I  recall  it,  I  did  not  leave  the  plant  until  nearly  6. 

Mr.  JsFFEsiB.  At  the  time  you  left  there  that  afternoon  did  you 
think  this  negotiation  was  about  right? 

Col.  McFarijANd.  Yes,  sir;  I  was  satisfied  with  it 

Mr.  Jefferib.  In  that  length  of  time ) 

Col.  McFakund,  Yes,  sir. 

Mr.  Jetfebis,  After  you  heard  it  discussed? 

Col.  McFarland.  Yes,  sir;  be<;ause  I  felt  that  I  was  out  there  to 
satisfy  myself  as  to  the  correctness  of  what  somebody  else  had  donej 
I  did  not  endeavor  to  do  the  work  myself. 

Mr.  Jefferis.  You  were  sent  out  there  to  see  how  big  the  thing 
was ;  to  see  how  big  the  plant  was,  and  so  forth  J 

Col.  McFarland.  In  the  nature  of  a  review  more  than  to  go  into 
the  detail  of  it;  yes, 

Mr,  Jef-feris.  Wa.s  there  anj-thing  said  about  whether  any  of  these 
things  had  been  audited  or  not  in  this  lounging  room  that  you  have 
talked  about. 

Col.  McFari^nd.  Yes,  sir;  a  number  of  questions  were  asked  about 
an  audit,  and  on  this  one  particular  item 

Mr.  Jefferis  (interposing).  Did  they  say  they  were  audited? 

Col.  McFarland,  The  statement  was  made  that  some  of  them  were 
audited.  Now,  because  it  was  a  negotiated  settlement  I  knew  that 
all  of  the  items  were  not  audited;  that  some  of  them  had  to  be 
estimated. 

Mr.  jEFFons.  Who  did  you  understand  negotiated  this  settlement? 

Col.  McFarlano.  I  understand  that  Col.  Hughes  negotiated  this 
settlement  for  the  Government;  I  do  not  know  who  the  representa- 
tive of  the  company  was. 

Mr.  Jefferis.  Well,  this  company  originally  started  to  get  several 
millions,  didn't  it! 

Col.  McFarland.  I  think  their  original  claim  was  over  $6,000,000. 

Mr.  Jefferis.  So  the  negotiated  settlement,  as  you  figured,  cut 
that  about  fifty-fifty! 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  how  those  figures  were  arrived  at  ? 

Col.  McFarland.  You  mean  the  $8,000,0001 

Mr.  Jefferis.  Yes,  sir. 

Col.  McFarland.  No,  sir;  I  presume  the  Government  agent  on  one 
side  of  the  table  and  the  other  agent  on  the  other  side  of  the  table, 
and  went  about  it  just  as  you  would  negotiate  a  price  on  an  article 
if  the  Government  were  buying  it;  the  man  who  wants  the  order 
gives  a  certain  price  and  the  Government  man  says,  "That  is  too 
much,"  and  they  figure  and  dicker  and  give  and  take  uiitil  they 
finally  arrive  at  a  price  which  appears  satisfactory  to  the  Govern- 
ment officer  and  which  the  contractor  is  willing  to  acept.  That  is  a 
picture  that  I  have  of  this  negotiated  settlement,  but  I  knew  that 
it  could  not  have  been  settled  m  one  aftei-noon,  or  in  one  sitting;  I 
presumed  that  it  had  extended  over  a  number  of  meetings  and  over 
a  long  time. 

Mr.  Jefferis.  Now,  the  Government,  as  a  matter  of  fact,  had  a 
lot  of  cost  accountants  out  there,  didn't  it? 

Col,  McFarland.  Yes,  sir. 
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Mr.  .Tefixris.  \\'hat  other  men  did  thej  have  there  on  the  job! 
Col.  McFarlaxd.  I  don't  know   what  particular  men  they  kJ  I 
therp;  at  nearly  all  plants  that  are  doin^  work  of  that  sort  tber^   | 
is  a  cos^t  accountant,  a  property  officer,  an  officer  who  approves  m- 
pendituros  for  increased  facilities. 

Mr.  Jefferis.  Did  you  have  any  fipures  there  in  this  meeting,  this 
lounging  room,  any  of  these  facts  that  you  have  been  mentioning: 
did  you  go  over  anything  there  or  not  i 

Col.  ilcFARL-vsn.  The  pi-operty  officer  was  consulted  about  seven! 
things,  but  it  was  more  of  a  technical  discussion  as  to  how  the  prop- 
erty was  going  to  get  off  of  his  papers.  I  do  not  think  that  these 
men  diiJcussed  the  question,  except  possibly  in  substantiation  of  some 
of  the  items  which  Col,  Hughes  had  written  down  and  which  wen 
questioned.  In  other  worvls,  we  did  not  ask  them  to  produce  the 
original  evidence  on  which  Col,  Hughes  had  made  up  his  tabulation; 
but  in  cft.se  we  wanted  to  ask  anv  further  question  m  substantiation 
of  this  tabulation  we  would  call  upon  those  representatives  of  the 
various  sections. 

Mr.  Jeffehis.  That  is.  in  other  words,  you  and  Col.  Beeves;  if 
you  and  Col,  Reeves  wanted  to  ask  any  questions  of  these  other  gov- 
ernmental officials,  so  as  to  throw  any  light  on  the  figures  that  CoL 
Hughes  had  made,  vou  and  Col.  Reeves  had  the  privilege  of  doing 
that  * 

Col.  MrFARLAND.  Oh,  it  was  not  a  question  of  privilege;  every- 
body had 

Sir.  JrjfERis  {intorposinir).  I  sav,  that  is  what  you  would  do! 

Col.  McFari-\nd.  I  asked  Col.  Hughes  in  this  particular  instance 
I  cited  before.  I  asked  Col.  Hughes  a  question  about  his  particular 
figures  and  the  information  was  supplied  by  Mr.  Blakey.  I  do  not 
know  that  I  asked  Mr.  Blakey;  I  do  not  think  I  did.  I  do  not  think 
I  knew  who  he  was, 

Mr.  Jefferis.  As  a  matter  of  fact,  Colonel,  this  was  a  cost-plus 
contract  ? 

Col.  McFabiand.  Yes,  sir;  cost  plus  and  fixed  profit, 

Mr.  Jefferis,  Don't  you  think  that  the  Government,  having  all 
those  figures,  that  this  could  have  l)cen  figured  out  without  all  this 
negotiate<l  settlement* 

Col.  McFARr-^NO.  I  presume  it  could  in  time.  My  understanding 
was  the  negotiated  soltlenient  was  the  promptest  one  that  could  be 
niado  and  the  one  mast  profit«ble  to  the  Government.  I  did  not  go 
into  the  question  of  getting  a  detailed  cost  on  everything,  in  accora- 
ancc  with  the  method  that  is  followed  in  some  contracts. 

Mr.  Jefferis.  Did  there  seem  to  be  considerable  anxiety  on  the 
part  of  the  Steel  Car  Co.  to  get  this  money  and  to  get  it  quickly  t 

Col.  McFarland,  I  did  not  notice  that  out  there,  but  after  I  re- 
turned to  "Washington  a  form  which  has  to  be  signed 

Mr.  Jefferis,  Form  C! 

Col,  McFarland.  No;  not  Form  C;  it  is  some  financial  form — that 
is,  the  only  one  I  ever  saw  was  this  particular  one, 

Mr.  jEFf-ERia,  That  is,  in  this  case  ? 

Col,  McFarland.  Yes ;  has  to  be  signed  by  a  Government  official. 

Mr.  Jefferis.  Who,  for  instance? 

Col.  SfcFARLANn.  In  this  case  I  signed  it — before  a  contractor 
could  get  his  pay.    That  was  presented  to  me  shortly  after  I  came 
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back.  I  did  not  sign  it  because  Mr.  Sofberg  had  raised  some  ques- 
tion about  the  audits  about  expenditures  that  had  been  made  by  the 
Government,  so  that  certificate  which  had  already  been  signed  by 

Mr.  Cory  as  representative  of  the  Steel  Car  Co. 

Mr.  Jeffebis  (interposing).  He  presented  it  to  you,  did  het 
Col.  McFakland.  No;  I  was  in  a  Claims  Board  meeting;  it  was 
presented  to  me  by  some  clerk  or  other  Government  official.    I  sent 
it  back  without  siting  it  and  discussed  the  matter  of  sending  a  tele- 

fram  to  the  District  Ixiard  to  have  substantiated  or  disapproved  the 
act  that  the  Government  expenditures  had  been  audited.  The  tele- 
gram wns  sent,  and  then  a  few  hours  after  it  was  sent  I  talked  with 
Col.  Arison  on  the  telephone.  Col.  Arisen  was  in  Chicago.  Col. 
Beeves  and  Mr,  Sofberg  were  with  me  while  I  was  talking.  Col. 
Arison  gave  me  the  information  that  the  bills  had  been  audited,  but 
instead  of  signing  the  certificate  I  waited  for  the  telegrams  to  come 
from  the  Chicago  office,  which  would  be  a  written  statement  to  the 
effect  that  the  Government  expenditures  had  been  audited.  On  re- 
ceipt of  that  telegram  I  sent  it  to  Mr,  Sofberg.  asking  him  if  that 
appeared  to  cover  the  (juestion  which  he  had  raised.  He  sent  the 
t«iegrani  ba!  k  to  me,  saj-ing,  "  Seems  O.  K,,"  with  his  initials  signed. 
I  tiien  signed  the  certificate,  which  apparently  was  all  that  was  nec- 
essary for  the  Standard  Steel  Car  Co.  to  get  their  check  from  the 
finance  officer. 

Mr.  jEFFEBia.  How  large  was  that  check? 

Col.  McFarlasd.  Well.  I  think  the  certificate  was  for  $2,100,000. 
or  $2,200,000. 

Mr.  Graham.  $2',200,000. 

Mr.  Jefteris.  And  tlien  he  got  a  check  besides  that  for  $800,000 
or  something? 

Col.  McFarland.  I  presume  they  did.  My  undei-standing  is  that 
the  $800,000  is  payment  for  profit  which  they  are  entitled  to  under 
the  terms  of  the  contract, 

Mr,  Jefferis,  Does  that  end  it  now,  do  you  think?  Do  you  think 
thev  have  any  other  claims? 

Ool.  McFarland.  They  have  other  claims;  yes,  sir. 

Mr.  jEFrams,  This  Standard  Steel  Car  Co.  ? 

Col.  McFarland.  Yes,  sir;  the  Standard  Steel  Car  Co. 

Mr.  Jefferis.  ^Vhat  for? 

Col.  McFarca?;d.  I  don't  know.  This  morning  I  passed  an  ex- 
aminer and  ho  told  me  that  he  was  working  on  two  claims  from  the 
Standard  Steel  Car  Co.  The  Standard  Steel  Car  Co.  has  some  sort 
of  an  office  or  plant  in  Pittsburgh.  I  think  that  the  claim  which 
we  settled  at  Hammond  is  the  only  claim — I  am  sure  it  is  the  only 
claim  which  will  come  from  the  Hammond  plant. 

Mr.  Jefferis.  'WTiat  did  you  do  about  the  settlement  for  the 
Standard  Electric  Co.  devices  out  thei'e;  did  you  settle  that,  too? 

Col.  McFarland.  That  was  a  part  of  the  claim  of  the  Standard 
Steel  Car  Ob. 

Mr.  jEFt-ERia,  Did  you  allow  that? 

Col.  McFahi^nd.  I  think  it  was  allowed  in  its  entirety. 

Mr.  Jeffebis.  $121,000  and  something? 

Col.  McFarland.  I  do  not  recall  the  figures.  T  did  not  know 
about  the  scandal  that  has  been  told  about  that  electric  case;  it 
was  told  to  me  afterwards. 
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Mr.  JEFFEBI6.  You  Eot  that  after  you  signed  ? 

Col.  McFablani).  \es,  sir;  after  the  discussion,  as  a  matter  of 
gossip;  but  it  was  brought  out  that  it  was  a  very  poor  contract 
which  the  Standard  Steel  Car  Co.  had  entered  into,  and  that  as 
soon  as  the  Standard  Steel  Car  Co.  had  found  out  that  it  was  a 
poor  contract  they  had  canceled  it. 

Mr.  Jefferis.  Who  told  you  that,  now  1 

Col,  McFabland,  I  don't  know. 

Mr.  Jeffmiis.  Where  did  you  get  that  information^  Can't  you 
refresh  your  recollection  as  to  how  anxious  the  Standard  Steel  Co. 
was  about  that! 

Col.  McFabland.  No;  my  recollection  is  that  it  came  out  in  the 
meeting  in  this  so-called  lounging  room.  It  was  before  I  had  signed 
the  award.    Maybe  I  did  not  understand  your  question 

Mr.  Jefferis.  Who  told  you  that  the  Standard  Steel  Car  Co.  had 
canceled  as  soon  as 

Col.  McFarland  (interposing).  I  am  quite  sure  that  that  was 
brought  out  in  the  meeting  in  the  lounging  room  on  Thursday  after- 
noon. 

Mr.  Jefferis.  Do  you  know  who  stated  it? 

Col,  McFarland.  No,  sir.  * 

Mr.  Jefferis.  Was  there  any  discussion  relative  as  to  whether  or 
not  this  claim  should  be  allowed  for  this  Standard  Electric  Co.? 

Col.  McFari.and,  There  was  some  discussion;  I  do  not  recall  how 
extensive  it  was.  The  recollection  or  impression  I  have  of  the  mat- 
ter is  that  it  was  a  contract  which  the  Standard  Steel  Car  Co.  had 
entered  into  with  the  approval  of  the  Government  officials  who 
■were  stationed  at  their  plant  for  the  purpose  of  ai>provinp  such 
contracts  and  that  the  company  had  actually  payed  out  the  money 
claimed,  and  that,  therefore,  the  Government  was  obligated  to  re- 
fund it  to  the  company. 

Mr,  Jefffjus.  In  other  words,  the  Standard  Steel  Car  Co.  claimed 
that  it  had  actually  paid  out  this  money,  did  it? 

Col.  McFari,and.  Yes,  sir. 

Mr.  Jefferis.  Was  anything  said  that  a  large  part  of  that  had 
been  held  up  at  any  time  by  any  Government  official? 

Col.  McFarlatjd.  I  recall  nothiuf;  of  that  kind. 

Mr.  Jefferis.  And  that  payment  had  been  refused  for  some  hun- 
dred thousand  dollars  of  it  by  a  former  Government  official? 

Col.  McFarland.  No;  I  do  not  recall  that  that  was  brought  out. 

Mr.  Jefferis.  Nothing  like  that  said? 

Col,  McFarland.  I  have  no  recollection  of  it. 

Mr.  Jefferis.  Well,  was  there  anything  said  about  any  bids  for 
any  special  facilities  or  hotel,  or  anything  there? 

Col.  McFabiuInd.  Nothing  was  said  about  bids,  unle,ss  the  remark 
was  made  that  certain  people  had  looked  at  the  material  and  had 
offered  something  lower  than  the  couipany  itself  was  offerinp. 

Mr,  Jefferis.  Now,  who  made  that  statement  there,  "Col.  McFar- 
land? 

Col.  SIcFarland.  I  recollect  that  Mr.  Vail  discussed  matters  of 
that  kind.  Now,  I  don't  think  anyone  else  entered  into  any  of  those 
discussions ;  he  had  the  floor  when  it  came  to  the  prices  on  salvage 
and  salvage  offers. 


itv  Google 


OBDNAKCE.  1828 

Mr.  Jefferis.  Well,  now,  do  you  mean  to  say  that  Mr.  Vail  there 
stated  that  offers  had  been  made  for  raw  materials,  we  will  say,  that 
much  lower  than  what  the  company  was  offerinc* 

Col.  McFahland,  No;  I  do  not  know  that  he  made  that  exact 
statement.    His  presentation  of  the  case  was  such  as  to  show  that 
the  offer  of  the  company  was  the  best  that  could  be  obtained. 
Mr.  jBrrEHis.  Well,  that  took  in  buildings  and  everything? 
Col.  McParland.  Yes;  but  he  itemized  it.    He  took  it  detail  by 
detail. 

Mr.  Jeffbhis.  So  he  claimed,  as  you  understood  it,  that  even  for 
scrap  material  that  the  offer  of  the  company  was  more  than  what 
they  couldeet  for  it  outside? 

Col.  McP^hland.  It  seems  to  me  that  there  was  one  of  two  items 
about  which  there  was  some  question  as  fo  whether  the  company  was 
offering  as  much  as  somebody  else  would  offer  or  had  offered,  but  in 
that  case  it  was  a  matter  of  picking  out  a  very  small  part  of  the  total 
salvage  and  letting  somebod?  cart  it  away,  which  would  have  de- 
stroyed the  whole  salvage  value,  or  the  whole  salvage  offer  as  made 
by  the  Standard  Steel  Car  Co. 

Mr.  Jeffebis.  And  they  would  not  make  any  offer  if  they  did  not 
get  the  scrap,  is  that  it! 

Col.  McFablano.  Yes;  that  we  took  away  the  parts  on  which  we 
could  get  a  good  scrap  value  the  company  would  not  make  an  offer 
on  what  remained;  so  that  take  it  all  in  all,  as  a  total  proposition  it 
was  much  to  the  Government's  advantage  to  take  the  offer  of  the 
Standard  Steel  Car  Co.  instead  of  splittmg  it  up  and  maybe  being 
left  with  a  large  amonnt  of  material  on  the  Government's  hands. 
Mr.  Jefferis.  Who  stated  that? 

Col.  McFarland.  Well,  that  was  the  conclusion  from  Mr.  Vail's 
testimony. 

Mr.  Jeffekis.  Mr.  Vail  now  was  in  the  employ  of  the  Government? 
Col.  McFarland,  He  was  in  the  employ  of  the  Government. 
Mr.  Jefferis.  What  did  Corey  and  Jenks  have  to  say  there  ? 
Col.  McFarland.  Corey  and  Jenks  were  not  called  into  this  meet- 
ing, except  Mr.  Corey  was  called  in  to  settle  this  point  about  the  over- 
head, concerning  which  Mr.  Blakey  did  not  agree  with  Col.  Hughes, 
and  then  at  a  subsequent  time. 

Mr.  Jefferis.  Let  us  go  into  that.  In  what  respect  did  they  not 
agree? 

Col.  McFarland.  That  was  the  matter  that  I  discussed  in  connec- 
tion with  Mr.  Graham's  question.     It  was  a  matter  of  overhead.     The 
figures  of  Col.  Hughes  covered  overhead  for  1918. 
Mr.  Jefferis.  Tnev  had  been  paid  that? 

Col.  McFarland.  It  was  paid.  Mr.  Blakey  stated  they  had  some- 
thing more  than  that ;  it  seems  to  me  the  fi^re  was  around  $700,000 
or  something.  That  figure  comes  to  my  mmd.  Col.  Huehes  stated 
that  he  did  not  know  of  that  figure,  and  did  not  know  wliat  it  was. 
Mr.  Blakey  either  could  not  or  did  not  enlighten  us  on  that  figure, 
so  Mr.  Corey  was  called  in  to  explain  what  this  apparent  discrepancy 
was,  and  he  explained  it  by  saying  that  Col.  Hughes's  figures  was 
the  amount  paid,  or  tliat  Col.  Hughes's  figures  was  the  overhead 
considered  in  1918,  and  that  the  figure  which  Mr.  Blakey  had  pre- 
sented included  overhead  in  1917  and  in  1919,  so  that  the  figure  which 
we  wanted  was  the  figure  which  Col.  Hughes  had  presented. 
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Mr.  Jefferis.  So  Corey  and  Hughes  seemed  to  agree,  and  Blakey 
was  outnumbered  then  ? 

Col.  McFaki^nd.  Well,  Col.  Hughes  did  not  know  what  this  other 
figure  was  of  $700,000  and  something. 

Mr.  Jefperib.  But  Mr.  Corey  didi 

Col.  McFarland.  Mr.  Corey  did. 

Mr.  JEFFEBI8.  So  that  tJie  fact,  Mr.  Blakey 

Col.  McFarland  (interposing).  No;  I  think  Mr.  Blakey  agreed  to 
that  figure. 

Mr.  jEFFERia.  Well,  did  he  or  did  he  nott 

Col.  McFarland.  Well,  I  understood  that  he  did,  because  he  did 
not  make  any  further  discussion  of  it. 

Mr.  Jfj-feris.  Well,  did  anybody  shut  him  off! 

Col.  McFarland.  No. 

Mr,  JEFFERI8.  Ho  seems  to  think  that  he  was  shut  off  from  any 
discussion  out  there! 

Col.  McFakla^^d.  I  thought  that  there  was  no  question  about  that 
item;  tliat  he  agreed  with  it.  It  never  has  occurred  to  me  that  there 
was  any  question  about  that  item.  Now,  I  would  like  to  go  on  and 
say  that  later — on  this  question  I  was  interrupted,  and  I  was  going 
to  say  that  later  on  Mr.  Corey  and  Mr.  Jenks  were  called  in  to  the 
meetmg  and  asked  to  agree  to  certain  revisions  which  would  allow 
certain  material  to  be  taken  away  if  requisitioned  by  the  Watertown 
Arsenal,  but  except  for  those  two  purposes  the  Government  officials 
were  the  only  persons  who  attended  this  conference. 

Mr.  Jeftebis.  Well,  did  you  get  through  that  night,  or  did  you 
have  a  conference  the  next  mornmg! 

Col.  McFarland.  No;  the  next  morning  we  went  to  the  district 
board  office  to  draw  up  the  statements  and  wind  up  th^  thing  and 
sign  the  necessary  papers. 

Mr.  Jefferis.  That  is,  the  26th. 

Col.  McFarland.  Well,  it  was  Friday. 

Mr.  Jefferis.  That  was  the  next  morning;  that  is  when  Col. 
Arison  and  this  Col.  Reeves  and  yourself  signed  that  award! 

Col.  McFarland.  Yes;  as  a  matter  of  fact,  I  think  we  did  not  ^t 
them  signed  until  early  in  the  afternoon,  but  we  were  there  in  the 
morning. 

Mr.  Jefferis.  And  then  you  caught  your  train  back  to  Wash- 
ington ? 

Col.  McFarland,  Yes,  sir;  Mr.  Graves  and  I  stayed  there  until 
Saturday,  and  came  back  on  Saturday,  arriving  here  on  Sunday. 

Mr.  Jefferis,  Did  Corey  come  back  with  you ! 

Col.  McFarland.  No,  sir, 

Mr.  Jefferis,  Or  Hughes! 

Col.  McFarland.  No,  sir;  I  have  not  seen  Mr.  Corey  again  until 
here  in  Washington ;  I  have  seen  him  here  twice. 

Mr.  Jefferis.  I  think  that  is  all. 

(And  thereupon,  at  12.10  o'clock  p.  m.,  the  committee  took  a 
recess  until  2  o'clock  p.  m.) 


The  committee  resumed  its  session  at  2  o'clock  p.  m.,  pursuant 
to  the  taking  of  adjournment. 


itv  Google 


ORDNANCE.  1825 

Mr.  Graham,  Mr.  Garrett,  you  may  proceed. 

Mr.  Gabrbtt.  I  have  a  few  questions  I  would  like  to  ask,  I  believe 
you  stated,  Colonel,  that  the  first  you  knew  of  there  being  any 
such  claim  as  this  Standard  Steel  Car  Co,  was  on  a  Tuesday  af- 
ternoon ? 

Col.  McFahland.  Yes,  sir. 

Mr.  Garrett.  About  the  20th  of  September! 

Col.  McFari^nd.  Between  the  20th  and  the  24th;  a  little  later 
than  the  20th  probably. 

Mr.  Garrett.  And  will  you  repeat  again,  please,  just  how  that 
information  came  to  you? 

"Col.  McFahland,  The  Ordnance  Claims  Board  was  in  session  that 
afternoon;  either  while  it  was  in  session  or  immediately  after  it 
had  adjourned — at  any  rate,  after  it  had  considered  the  calendar 
that  had  been  prepared  for  that  dav.  Col.  Hughes  presented  for 
the  considerations  of  the  members  of  tlic  board  the  subject  of  the 
Standard  Steel  Car  Co.'s  claim. 

Mr.  Garrett.  Was  Col.  Hughes  at  that  time  a  member  of  the 
Chicago  district  claims  board? 

Col.  McFarhnd.  I  presumed  that  he  was. 

Mr.  Garrett,  Well,  do  you  know,  as  a  matter  of  fact,  he  was, 
or  was  a  special  representative  of  that  board? 

Col,  McFarlaxd.  No;  I  do  not, 

Mr.  Garrett,  Nor  had  you  heard? 

Col.  McFarlatsd,  No:  I  don't  know.  That  question  never  oc- 
curred to  me,  and  I  never  have  heard  any  discussion  of  it. 

Mr.  Garrett,  Well,  in  presenting  it  what  did  he  say  about  the 
matter,  as  best  you  can  recall? 

Col.  McFarland.  He  stated  that  this  case  had  been  pending  for 
a  number  of  months:  that  he  had  arrived  at  a  negotiat«d  settle- 
ment with  representatives  of  the  company;  that  in  arriving  at  this 
negotiated  settlement  he  had  taken  the  items  which  were  claimed 
bv  the  company  and  had  gone  over  them  one  by  one  saying  to 
ihe  representatives  of  the  company,  for  example.  "This  item  can 
not  be  allowe<l:  it  is  clearly  not  allowable  in  accordance  with  our 
usual  rules,  but  instead  of  settinc  up  this  item  we  can  allow  you 
an  item  of  so  much  money  to  offset  this  claim  of  yours  under  an 
item  which  we  will  allow  and  which  will  be  allowable  under  the 
rules  and  refrnlations  under  which  we  work,"  He  went  right  down 
through  the  list  with  them  allowing  claims  as  set  up  by  the  Standard 
Steel  ('ar  Co.,  where  they  were  allowable,  or  refusing  them  where 
he  thought  they  should  be  refused  or  substituting  an  allowable 
amount  under  an  allowable  heading  where  their  claim  was  not  al- 
lowable under  the  heading  under  which  they  set  it  up,  and  by 
negotiating  back  and  forth  on  that  principle  he  had  finally  pur- 
snaded  them  to  agree  to  $3,000,000  as  a  negotiated  settlement,  but 
which  negotiation  was  sulstantiated  by  those  items  which  he  had 
sketched  out  as  being  allowable. 

Mr.  Garrett.  Now,  that  was  stated  there,  as  I  understand,  or 
that  Tuesday  afternoon? 

CoJ,  McFarlaxd,  Yes,  sir, 

Mr.  Garrett.  How  much  time  did  you  spend  there  with  that 
claim  that  afternoon! 

Dig-izedtvGoOgle 


1826  WAR  ESPENDITUBES. 

Col.  McFABLdND.  I  think  that  afternoon  we  did  not  discuss  it 
for  more  than  an  hour  or  an  hour  and  a  haif ;  I  should  say  nearer 
an  hour  rather  than  an  hour  and  a  half. 

Mr.  Garrett.  Was  Mr.  Corey  present  at  the  time* 

Col.  McFarland.  No,  sir. 

Mr.  Gabrett.  No  one  representing  the  Standard  Steel  Car  Co.t 

Col.  McFarland.  No,  sir:  Mr.  Corey  may  have  been  in  the  office, 
but  not  in  the  room  where  the  board  was  sitting. 

Mr.  Garrett.  No  one  but  the  board! 

Col.  McFarland,  No  one  but  the  board  and  the  Government  rep- 
resentatives. 

Mr.  Garrett.  Well,  was  there  any  even  tentative  conclu^ons  ar- 
rived at  touching  the  claim? 

Col.  McFarland,  No,  sir;  excepting  with  reference  to  the  salvage 
value,  which  was  agreed  to  by  the  members  of  the  board,  and  also  the 
War  Department  Claims  Board  representative,  Col.  Dalton. 

Mr.  Garrett,  Do  you  know  whether  Col.  Dalton  had  any  previous 
information  touching  that  matter? 

Col.  McFarland.  No,  sir;  I  do  not. 

Mr,  Garreti,  You  stated  early  in  your  testimony  that  Col.  Dalton 
had  said  that  he  would  approve  the  salvage  claim? 

Col.  McFarIjAnd.  Yes,  sir. 

Mr.  Garrett.  He  stated  that  after  hearing  Col.  Hughes's  presenta- 
tion of  the  matter? 

Col.  McFarland.  Yes,  sir;  quite  a  discussion  of  the  salvage  claim 
was  indulged  in  at  tliat  time. 

Mr.  Oahrett,  By  the  salvage  claim  you  mean  toucliing  the  build- 
ings and  scrap  material  ? 

Col,  McFarland.  Yes,  sir;  the  claim  for  which  the  company,  as  I 
understand  it,  offered  $900,000. 

Mr.  Garrett,  Well,  did  Col.  Huglies  suggest  that  representatives 
of  the  boards  here  go  out  there  and  take^the  matter  up  ? 

Col.  McFarland.  I  have  no  recollection  of  that.  My  recollection 
of  it  is  that  we  sat  talking  about  the  claim  until  pretty  late,  and  then 
adjourned  as  it  was  so  late,  and  that  the  only  thing  which  we  decided 
at  all  was  in  reference  to  the  salvage  oflfer;  that  the  rest  of  the  thing 
was  hanging  in  tlie  air. 

Mr,  Garrett.  I  suppose,  of  course,  that  this  was  the  first  time  that 
this  claim  had  been  brought  to  the  attention  of  the  board  here? 

Col,  McFarland,  So  far  as  I  know, 

Mr.  Garrett.  The  first  time? 

Col,  McFarland.  It  was  the  first  time  that  it  had  ever  been  brought 
to  my  attention. 

Mr.  Garrett.  Was  there  anything  unusual  about  this  claim  differ- 
ing in  any  respect  from  a  large  number  of  other  claims? 

Col.  McFarland.  The  amount  was  larger  than  most  of  the  claims, 
and  generally  the  claims  are  not  settled  by  negotiation;  that  is,  they 
are  set  up  on  cost  basis,  rather  upon  a  negotiated  basis,  although  very 
frequently  we  have  negotiated  items  in  a  claim  that  is  otherwise  set 
up  according  to  cost  methods. 

Mr.  Garrett.  I  am  just  a  little  bit  curious  to  know,  if  you  know, 
what  there  was  about  this  particular  claim  that  cfinspd  the  authorities 
here  to  send  representatives  out  there  to  settle  it :  that  was  an  unusual 
procedure.  Colonel,  you  liave  stated  ? 
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Col.  McFarland.  Yes,  sir, 

Mr,  Garrett.  Do  you  know 

Col.  McFarland  (interposing).  No;  I  can  only  presume.  I  heard 
no  discussion  of  it  from  tne  time  we  left  the  board  on  Tuesday  after- 
noon until  I  received  my  instructions  from  Col.  Hof  top>  to  Chicago 
on  the  following  morning,  and  I  do  not  know  what  discussion  of  it 
took  plitco  in  the  meantime. 

Mr.  Gabrett.  Well,  were  there  any  papers  placed  in  your  hands  t 

Col.  McFarland.  No,  sir. 

Mr.  .Garrbtt.  Affecting  the  claim? 

Col,  McFarland.  No,  sir. 

Mr.  Garrett.  You  did  not  have  the  original  claim? 

Col.  McFaei^nd.  No,  sir, 

Mr.  Garrett,  And  you  carried  no  papers  at  all ! 

Col.  McFarl4nd.  I  curried  no  papers  whatever. 

Mr.  Garrett.  Have  you  ever  seen  the  original  claim! 

Col.  McFARiJiNn.  I  saw  a  pamphlet,  perhaps,  the  size  of  that 
[indicating  notebook]  that  was  gotten  out  by  the  Standard  Steel 
Car  Co,  and  is  their  original  claim  and  facts  on  that  subject.  I 
glanced  at  that  pamphlet  while  I  was  in  Chicago, 

Mr.  Graham.  The  pamphlet  which  the  witness  is  describing  is 
about  6  by  8  inches,  and  about  one-quarter  of  an  inch  thick. 

Col.  McFarland.  I  should  say  nearer  three-eighths  of  an  inch  , 
thick. 

Col.  Hawkins.  Might  I  say,  that  is  a  synopsis  of  the  big  claim; 
we  can  given  yon  copies  of  it. 

Mr.  Graham.  You  mean  the  pamphlet  which  the  witness  is  now 
speaking  of  is  a  sununary  of  the  large  claim? 

Col.  Hawkins.  Yes;  with  the  blue  prints  and  photographs.  We 
can  give  you  a  copy  of  that  if  you  care  for  it, 

Mr.  Garreit.  That  was  a  printed  pamphlet? 

Col,  McFarland,  Yes,  sir. 

Mr.  GABRErr.  So  that  all  you  really  had  before  you  in  the  way  of 
written  data  at  any  time  was  the  award  made  by  the  Chicago  btmrd, 
or  did  you  have  that? 

Col.  McFarlan-d.  The  award  made  by  the  Chicago  board  was 
drawn  up  on  Friday  morning  and  signed  by  the  representatives  of 
the  various  boards.  That  is.  Col.  Arison,  Col.  Reeves,  and  myself, 
sometime  shortly  after  noon,  as  I  recall  it,  on  Friday. 

Mr,  Garrett.  Well,  that  was  not  the  award  of  the  Chicago  dis- 
trict board,  was  it;  I  am  speaking  of  the  Chicago  district  board. 
They  made  an  award  upon  which  the  award  of  the  three  officers  was 
predicated,  did  they  not? 

Col,  McFarlano.  Yes,  sir. 

Mr.  Garrett.  The  award  of  the  Chicago  district  board? 

Col.  McFarland.  Yes;  we  had  a  sheet,  if  I  may  glance  at  this 
[indicating  papers] 

Mr.  Garrett,  Yes. 

Col.  McFarland.  This  sheet  which  is  marked  "Award,  Chicago 
district  claims  board";  I  see  no  form  number  on  it.  They  had  a 
sheet  similar  to  that  which  I  also  saw, 

Mr.  Garheit.  Do  vou  remember  when  vou  first  saw  that ;  did  you 
see  that  before  you  first  left  Washington? 
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Col.  McFarund.  I  think  that  I  did  not  see  it  before  I  left  Wash- 
ington; that  I  did  not  see  it  until  I  arrived  in  Chicago.  I  am  not 
at  all  sure  I  saw  it  until  I  arrived  at  the  Chicago  ofiice,  although  it 
probably  was  among  the  papers  which  Col.  Hughes  had  at  the  Ham- 
mond plant. 

Mr.  (tarrett.  Well,  I  notice  this  particular  pajwr  here  at  which 
you  have  looked  in  the  files  is  dated  September  26;  that  would  have 
Deen  the  date,  probably,  that  you  were  tnere,  the  day  the  final  award 
was  madej 

Col.  MoFari,and.  I  expect  the  26th  was  around  Thursday  or  Fri- 
day, although  I  do  not  know  for  sure. 

Mr.  (lARRETT.  Well,  the  award  made  by  you  and  Col.  Reeves 

Col.  McFarland  (interposing).  And  Col.  Arison. 

Mr.  CiARRETT  (continuing).  And  Col.  Arison,  was  also  of  the  rate 
of  September  26. 

Col.  McFarland.  It  was,  you  say? 

Mr.  (Jarrett.  That  is  my  recollection. 

Col.  McFarland.  We  signed  it  on  Friday. 

Mr.  Graham.  That  was  the  26th. 

Mr.  (jARRETT.  The  same  day.  Did  Co],  Hughes  have  any  particular 
number  of  papers  with  him  at  the  time  ho  was  here  and  called  this 
matter  to  the  attention  of  the  board.  Colonel? 

Col.  McFarland.  He  did  not  show  me  any  papers ;  the  onlv  papers 
I  remember  looking  at  showed  the  items  as  claimed  by  the  Standard 
Steel  Car  Co.,  and  the  items  as  revised  by  him  in  an  additional  col- 
umn, and  which  he  felt  were  just,  and  on  which  he  based  his  nego- 
tiated settlement  of  $3,000,000. 

Mr.  Garrett.  And  you  examined  none  of  those  on  your  way  out 
there  ? 

Col.  McFarland.  No,  sir. 

Mr.  Garrett.  And  you  had  no  additional  papers  before  you  when 
you  met  in  this  lounging  room  of  the  hotel  to  which  you  have  re- 
ferred ? 

Col.  McFarland.  Col.  Hughes  had  a  number  of  papers  with  him. 
I  did  not  examine  any  of  them  in  detail,  except  I  remember  walking 
to  his  chair  and  looking  at  the  papers  that  he  had  in  special  reference 
to  the  items  of  overhead  expense  which  I  had  mentioned  before. 
Now,  whether  that  it«m  was  on  this  particular  form  that  I  have  de- 
scribed, or  was  on  his  original  memoramlum,  T  do  not  recall. 

Mr.  Garrett.  Well,  there  is  an  item  in  here  that  is  in  the  copv  that 
has  been  put  in  evidence  before  this  committee  during  the  testimony 
of  Mr.  Blakey  which  one  item  is.  "Direct  labor  and  overhead  ex- 
pense, none."  Now,  what  there  may, be  further  on  I  do  not  know;  but 
leaving  that  for  the  present,  did  Mr.  Graves,  who  accompanied  you 
as  an  expert,  as  I  understand 

Col.  McFarland  (interposing).  I  think  he  merely  accompanied  me 
as  a  member  of  the  board,  and  was  detailed  to  accompany  me  pri- 
marily because  he  had  previously  been  to  Chicago  and  had  considered 
this  case  at  some  previous  time." 

Mr.  Garrett,  Well,  that  is  just  what  T  was  about  to  ask  you, 
whether  he  had  had  any  opportunities  of  examining  these  papers  or 
any  other  part  of  this  claim  other  than  you  had? 

Col.  McFarland.  Yes ;  he  had.  It  was  represented  to  me  that  he 
had. 
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Mr.  Garrett.  Well,  jou  have  stated  that  your  attention  was  not 
direct«d  to  the  bid  of  Briggs  &  Turvis.  Whose  duty  woidd  it  have 
been  if  it  was  the  duty  of  any  one,  to  have  brought  that  matter  to 
your  attention,  the  fact  that  bids  had  been  offered  for  some  of  tliis 
material  ? 

Col.  McFarland.  I  think  Mr.  Vail  should  have  done  that;  if  he 
neglected  to  do  it,  Col.  Hughes  should  have  done  it,  if  it  had  a  heal- 
ing upon  our  consideration. 

Sir,  Oabbett.  Was  each  of  these  items  taken  up  one  bj"  one  sind 
discussed  ? 

Col.  McFabland.  Yes,  sir, 

Atr.  Garrett.  I  believe  the  Government  did  not  pay  for  the  hotel 
there,  did  it? 

Col.  McFarland,  You  mean  the  construction  of  tlie  hotel! 

Mr.  Garrett,  Yes. 

Col.  McFarlaxd.  It  is  my  undei'standing  that  that  hotel  was  put 
up  by  the  company  and  at  the  company's  expense. 

Mr.  Garrett.  And  the  Government  did  not  in  the  final  settlement 
pay  for  the  building  itself? 

Col.  McFarland.  I  think  not.  I  think  they  were  doing  a  certain 
amount  of  it  and  paid  for  the  loss  in  the  operating  expenses. 

Mr.  Garrett.  \es,  "Losses  to  June  30,  1919,  on  hotel  dormitory 
dining  room,  $40,926.99."  Upon  what  theory  was  that  item  allowedf, 
Colonel  ? 

Col,  McFarland.  That  item  was  allowed  on  the  theory  that  the 
only  way  the  company  could  get  employees  at  that  plant  was  to  hine 
some  place  to  house  them,  and  that  tlie  hotel  acted  as  a  sort  of  clenr- 
ing  house  to  allow  employees  to  stay  there  until  they  had  time  to 
find  a  boarding  house  or  a  rooming  house  or  other  permanent  accom- 
modations. 

Mr.  Garrett.  Do  you  mean  that  this  hotel  was  occupied  princi- 
•  pally  by  laborers? 

Col.  McFari^nd.  Yes,  sir. 

Mr.  Garrett.  At  the  plant? 

Col.  McFarland.  Yes,  sir. 

Mr.  Garrett.  Do  you  know  how  it  happened  that  they  ran  at  a 
loss? 

Col.  McFarland,  No,  sir;  I  think  the  statement  was  made  that 
their  rates  were  very  reasonable,  or  something  of  that  kind.  I  do 
net  know,  only  that  statement  was  made. 

Mr.  Garrett.  Well,  here  is  another  item  of  10  per  cent  profit  on 
worked-direct  materials,  labor,  and  overhead.  $656,394.05;  do  you 
remember  anything  about  that  item? 

Col.  McFarland.  I  do  not  remember  that  item  specifically.  Our 
general  rule  in  the  c^ims  board  with  all  cases  is  to  allow  10  per 
cent  profit  on  worked-direct  materials,  when  those  materials  had 
been  worked  in  the  plants  of  the  prime  contractor.  We  also  allow 
10  per  cent  on  direct  labor  and  overhead:  that  is  ii  profit  or  iv- 
muneration.    I  do  not  recall  which  wording  was  used. 

Mr.  Garrett,  That  was  on  specially  completed  material,  was  it: 
partiallv  completed  mechanisms? 

Col.  ifcFARLAND.  Yes,  sir, 

Mr,  Garrett.  "Unabsorbed  administrative  expense,  $261,251. i"  ^' 
Just  what  does  that  mean? 
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Col.  McFarlasd.  I  do  not  remember  that  specific  item.  There  13 
an  item  in  there  which  covers  the  allotment  or  overhead  expenses  for 
the  Hammond  plant,  which  was  set  up  at  some  previous  date  by  the 
Standard  Steel  Car  Co.  The  arrangement  was  something  like  this; 
The  Standard  Steel  Car  Co.  having,  we  will  say,  three  plants,  it 
found  that  the  overhead  of  those  plants  for  the  year  amounted  to 
so  many  thousands  of  dollars.  At  the  beginning  of  the  year  they 
arbitrarily  said,  plant  A,  for  example,  will  bear  such  and  such  over- 
head; plant  B  will  bear  such  and  such  overhead;  and  plant  C  will 
bear  such  and  such  overhead.  The  total  overhead  of  tlie  plants  A, 
plus  B,  plus  C,  being  the  total  overhead  expense  of  the  Standard 
Steel  Car  Co.  Now,  one  item  in  there  is  the  item  of  overliead  ex- 
pense assigned  to  the  Hammond  plant  of  the  Standard  St«el  Car 
Co. 

Mr.  Gahbett.  That  is  included,  you  think,  in  this  iinabsorbed  ad- 
ministrative expense? 

Col.  McFarland,  If  I  may  glance  at  that? 

Mr.  Garrett,  Surely  [handing  papers  to  Col,  McFarland]. 

Col.  McFarland.  Yes;  I  think  that  item,  "Unabsorbed  adminis- 
trative expense  "  is  the  item  that  carries  tliat  charge. 

Mr.  Garrett.  You  spoke  of  the  provision  as  to  requisitioning 
materials  to  be  sent  to  the  Watertown  Arsenal. 

Col.  McFarlakd.  Yes,  sir. 

Mr,  Garrett.  Of  course^  if  the  Government  requisitioned  any  ot 
that  material  that  was  retained  by  the  company  it  was  to  pay  for  it? 

Col,  McFarland.  No,  sir;  the  understanding  was  that  the  Water- 
town  Arsenal  requisitioned  for  practically  everything  it  wanted, 
but  if  there  might  be  a  few  items  which  the  Watertown  Arsenal 
either  had  overlooked  or  had  not  yet  seen  the  requirement  for,  that 
they  might  place  a  requisition.  Now,  the  provision  was  put  in  that 
the  Stanaard  Steel  Car  Co.,  within  reason,  should  furnish  the  material  , 
requisitioned  by  the  Watertown  Arsenal  without  further  expense  to 
the  United  States. 

Mr.  Garrett.  Well,  do  you  know,  as  a  matter  of  fact,  whether 
there  was  anything  requisitioned,  or  has  been  since  the  settlement? 

Col.  McFarland.  Well,  I  don't  know.  I  heard  from  some  one  in 
the  Ordnance  office,  I  do  not  know  who  told  me,  that  there  had  been 
a  number  of  requisitions, 

Mr.  Garrett.  Was  this  item  of  $476,184.51  for  passenger-car  work 
done  in  freight  shop  investigated  ? 

Col.  McFarland.  The  question  was  raised  about  that,  and  it  was 
stated  that  that  sum  could  be  substantiated  without  question ;  in  fact, 
that  an  audit  would  show  that  the  loss  was  more  than  that  amount. 

Mr.  Gabbett.  I  Iwlieie  j'ou  stated  that  you  did  not  know  the  cost 
of  the  salvaged  material;  the  original  cost  of  the  salvaged  material? 

Col.  McFarland.  No;  I  do  not  know.  The  cost,  I  am  quite  sure, 
was  stated  during  the  afternoon  that  we  discussed  the  matter,  but 
I  have  no  recollection  of  what  it  amonnted  to. 

Mr,  Garrett.  I  find  in  the  files  which  1ms  been  sent  to  this  com- 
mittee from  the  department  certain  telegrams,  or  copies  of  telegrams; 
one,  under  date  of  September  29,  addressed  to  the  Ordnance  District 
Claims  Board,  165  East  Superior  Street,  I  guess  it  is,  in  Chicago,  III., 
as  follows : 
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To  Obdnance  District  Claiub  Board. 

76'.>  East  Svi>erior  Street,  Chicago  III-: 
WEth  reference  to  claim  StaiMiani  Steel  Car  Co.,  the  understanding  of 
menibern  nttendlnfj  meetlns  In  Iliiinniond  lust  Thursday  was  that  all  Govern- 
ment expenditures  on  thli;  clnlm  bnd  been  properly  audited.  Just  before  train 
time  Sir.  Blakey,  of  ChlcnRO  district  office,  made  some  Htatenient  to  several 
members  of  the  committee  present  at  the  meeting  above  referred  whicb 
would  Indicate  that  there  was  u  questlim  whether  such  aiidltlnt;  had  taken 
place  or  not.  I'lense  confirm  undei-stniidlnc:  in  this  matter,  and  send  us  by 
gpecia)  delivery  statement  hy  Mr.  Blahey  which  you  have  at  hand  showing 
that  such  auditing  tins  been  made. 

Obdnance  Claims  Boasd. 
Do  yoti  know  anything  about  that! 

Col.  McFarlakd,  Yes;  Mr.  Sofberg,  of  the  Technical  Advisory 
Committee,  dictated  that  telegram  in  my  office. 
Mr.  Garrett,  He  returned  with  you  to  Washington,  did  he? 
Col,  McFarland.  No,  sir;  he  came  back  by  some  other  train;  he 
was  not  on  the  same  train  that  I  was  on, 
Mr.  Garrett.  Do  you  know  how  lie  happened  to  send  it! 
Col.  McFahund.  He  talked  to  me  about  the  matter  before  he  dic- 
tated the  telegram,  and  said  that  as  some  question  had  been  raised 
about  the  matter  he  felt  that  before  any  further  action  he  should  be 
set  straiglit  on  the  matter,  so  lie  desired  to  send  that  telegram  and 
wait  for  a  reply  from  the  Chicago  district  board  before  the  cer- 
tificate was  signed  which  would  authorize  the  financial  men  to  pay 
the  amount  of  money  awaited  to  the  Standard  Steel  Car  Co. 
Mr.  Garrett.  The  check  had  not  then  been  issued  1 
Col.  McFarlanb.  No,  sir. 

Mr.  Garbett.  By  the  way,  just  in  that  connection,  after  you  had 
signed  this  award,  which  I  believe  you  say  was  done  at  the  office  of 

the  Chicago  district  claim.s'board 

Col.  McFarland  (interposing).  Yes,  sir. 
Mr.  Garrett.  What  was  done  with  it? 
Col.  McFarland.  I  don't  know. 

Mr.  Garrett.  You  did  not  bring  it  back  to  Washington? 
Col.  McFaru^nd.  No,  sir, 

Mr.  Garrett.  Did  you  bring  a  copy  of  it  back? 
Col,  McFarland.  Ko,  sir. 

Mr,  Garrett,  Well,  where,  normally  and  naturally,  would  that 
have  gone? 

Col.  McFarland.  That  normally  would  have  been  retained  by  the 
Chicago  district  board,  to  have  been  sent  to  Washington  with  all  the 
papers  in  the  case;  that  is  the  normal  procedure.  In  this  particular 
case,  as  the  award  had  already  been  signed,  I  do  not  know  what — 
there  was  no  normal  procedure  for  that,  because  that,  so  far  as  I 
know,  is  the  only  case  of  that  kind.  But.  at  any  rate,  the  Chicago 
district  board  should  have  taken  care  of  the  papers.  I  do  not  know 
whether  they  did  or  not. 

Mr.  Garrett.  Now,  Colonel,  I  want  to  call  your  attention  particu- 
larly to  the  wording  of  this  telegram^— the  latter  part  of  it : 
Please  conflnn  understanding  In  this  matter. 

The  telegram  as  read  has  already  stated  what  the  understanding 
was. 
Col,  McFarland.  Yes,  sir. 
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Mr.  Garrett.  Namely,  that  there  had  been  an  auditing? 

Col.  McFarlani).  Yes,  sir. 

Mr,  Garrett.  Now,  the  telegram  states: 

Please  confirm  understtinrilng  in  this  matter  and  Bend  us  by  special  delivery 
statement  of  Mr.  Blakey,  wMcb  you  have  at  hand,  showing  mat  the  auditing 
has  l)een  made. 

Is  there  any  significance  attached  to  that  wording?  I  mean  this. 
Colonel :  The  telegram  does  not  ask  whetlier  it  is  a  fact;  it  does  not 
inquire  what  the  facts  were.  It  simply  states  that  it  wa.s  the  under- 
standing of  those  members  who  visited  there  that  the  audit  had  bwn 
made  and  then  that  Mr.  Blakey  told  some  of  them  just  before  train 
time  some  things  that  .cast  doubt  about  that,  and  tlie  inquiry  is  not 
whether  it  had  been  made,  but  asks  that  the  understanding  of  the 
committee  be  confirmed.  Is  there  any  significance  to  be  attached  to 
that! 

Col.  McFarland.  I  don't  think  so,  Mr.  Sofberg  may  have  felt 
that  the  Government  expenditures  had  been  audited  and  he  wanted  a 
written  statement  to  that  effect  before  letting  the  matter  proceed  as 
protection  to  himself.  I  have  not  thought  of  that  particular  phase 
before;  as  he  dictated  the  telegram  I  listened  to  him  and  I  merely 
thought  that  he  was  asking  for  information  which  they  had  on  this 
particular  subject.  I  had  previously  seen  the  letter  that  is  referred 
to  there.  I  do  not  know  whether  Mr.  Sofberg  had  seen  that  letter 
or  not. 

Mr.  Gabbett.  You  mean  the  letter  that  Mr.  Blakey  wrote! 

Col,  McFarland.  Yes.  I  did  not  read  that  letter;  I  was  talking  to 
Col.  Arison  and  Col,  Hughes  a  moment  when  a  question  arose  and 
Col.  Hughes  left  the  room  and  came  back  with  this  letter.  I  remem- 
ber seeing  Col,  Hughes  with  this  letter. 

Mr.  Oarbett.  When  was  this! 

Col.  McFarlakd.  This  was  in  the  office  of  the  district  board  on 
Friday  morning. 

Mr.  Garrett.  When  you  met  to  draw  up  the  award? 

Col.  McFarland.  Yes,  sir. 

Mr.  Garrett.  How  came  that  about;  how  came  Col.  Hughes  to  go 
out  and  get  that  letter? 

Col.  McFarland.  After  I  had  talked  with  Mr.  Blakey  in  the  hall, 
after  he  had  called  nie  out  there,  and  after  listening  to  what  he  had 
to  say,  I  told  liim  that  if  he  had  the  view  on  the  subject  that  he 
had  just  expressed  that  he  had  been  negligent  not  to  have  expressed 
those  views  at  the  meeting  the  precedin|r  day;  that  if  he  now  felt 
that  way  that  I  thought  it  was  a  matter  which  should  be  reported  to 
his  own  chief  rather  than  to  me.    I  went  inside  and  told  Col.  Hughes 
that  Blakov  had  made  some  such  remarks  as  casting  a  doubt  on  the 
f  those  items  and  then  Col.  Hughes  left  the  table  and 
'.  saw  him  was  in  this  other  room  where  he  and  Col. 
■,  Blakey  were  talking.     Col.  Arison  had  come  and 
into  that  room  where  they  were. 
Col.  Hughes  had  the  letter  there,  did  he? 
(\ND.  Col.  Hughes  went  from  this  room  into  the  office 
came  back  with  this  letter;  so  that  I  knew  such  a 
;  didn't  know  exactly  what  the  letter  said. 
,  You  did  not  read  it! 
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Col.  McParland.  No,  sir. 

Mr.  Garrett,  Well,  what  did  Hughes  say  about  it  in  the  room 
there  ? 

Col.  McFari^kd.  Col.  Hughes  read  from  this  letter  to  Blakey 
certain  statements  which  Blakey  had  made  in  the  letter  about  the 
audit  of  those  accounts,  the  purport  being  that  either  Blakey  had 
stated  that  those  items  had  been  audited,  or  if  they  had  not  been 
audited  that  they  were  subject  to  audit,  or  could  be  verified,  or  were 
reasonable  estimates. 

Mr,  GAaHETT.  Was  Blakey  present  then  ? 

Col,  McFarland.  Yes,  sir. 

Mr.  Garbeit.  Did  he  say  anything  about  it  t 

Col.  McFarl.\nd.  No;  he  merely  said  that  he  wanted  me  to  under- 
stand that  the  statement  that  had  been  made  to  me  that  the  accounts 
had  been  audited  was  not  correct.  He  did  not  reply,  as  I  recall  it, 
to  any  of  the  specific  quotations  wliich  Col.  Hughes  read. 

Mr,  Garrett.  Well,  did  there  seem  to  be  any  feeling  between  him 
and  Col.  Hughes  then  at  that  time? 

Col,  McFarland.  Yes;  and  Blakey  rather  irritated  me  too. 

Mr.  Garrett.  How  did  he  irritate  you? 

Col,  McFarland,  When  he  sent  in  word  that  he  wanted  to  talk  to 
me  in  the  hall,  his  spirit  seemed  to  be  antagonistic.  I  suppose  what 
really  irritated  me  was  the  fact  that  he  had  not  brought  these  mat- 
ters up  in  the  meeting  where  we  all  could  discuss  those  things  and 
where  we  had  assembled  to  find  out  those  things. 

Mr,  Garrett.  Nothing  was  said  there  at  all  about  any  audits 
that  had  been  made? 

Col.  McFarland,  No.  sir. 

Mr.  Garrett.  He  did  not  mention  it ! 

Col,  McFarland.  No,  sir. 

Mr.  Garrett.  Was  he  present  all  the  time! 

Col,  McFarijvnd.  I  thmk  he  was  present  all  the  time.  He  may 
have  gotten  up  and  left  the  room.  I  did  not  know  many  of  the 
people  who  were  concerned,  so  that  he  might  have  left  and  come  back 
and  I  never  would  have  noticed  it,  but  I  am  sure  that  he  was  there 
later  on  when  we  brought  up  the  discussion  of  the  auditing  of  this 
particular  administrative  overhead  item, 

Mr.  Garrett.  Well,  that  is  the  only  one  that  you  remember  that  he 
was  present  on  ? 

Col.  McFarland.  That  is  the  only  time;  yes  sir. 

Mr,  Garrett,  Now,  what  was  his  contention  about  that  question? 

Col,  McFarland,  Col.  Hnghes  made  a  statement  that  the  over- 
head paid,  or  the  overhead  in  question  was  a  certain  number  of  thou- 
sands of  dollars  and  Blakey  said  that  that  figure  was  not  correct, 
and  as  I  recall  it  used  the  figure  $107,000.  Col,  Hughes  said  that 
he  did  not  know  what  that  figure  was,  Blakev  either  could  not  ex- 
plain it  or  did  not  explain  it;  it  is  inconceivable  to  me  that  he  did 
not  know  what  it  was,  as  he  had  gone  all  over  the  accoimts,  and  so 
Mr,  Corey,  the  representative  of  the  company,  was  called  in  and 
was  asked  about  this  item  and  explained  that  it  pertained  in  part 
to  1917  and  in  part  to  1919,  and  that  the  figure  which  we  were  dis- 
cussing pertained  only  to  1918,  and  that  the  figure  which  Col,  Hughes 
had  given  was  the  proper  one  for  1919, 
141211— 20— vot.  2 Se 
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Mr.  Gakbett.  Well,  did  Mr.  Sofberg,  did  he  know  of  this  lettir 
at  the  time  he  dictated  this  telegram? 

Col.  McFarland.  Yes;  I  had  told  him. 

Mr.  Garrett.  He  obtained  his  information  in  regard  to  that  letter 
from  you  then? 

Col.  McFarland.  Yes,  sir;  I  told  him  there  was  such  a  letter.  I 
do  not  know  whether  he  ever  saw  the  letter  or  not. 

Mr.  Garrett.  Now,  the  answer  apparently  to  that  telegram,  a  copy 
of  which  is  in  the  files,  reads  as  fmlows : 

September  29,  1919— 

That  is  the  same  date;  you  received  a  reply  on  the  same  date? 

Col.  McFarland.  I  thmk  the  reply  came  in  the  next  morning,  or 
came  to  me  the  next  morning. 

Mr.  Garbbtt  (reading) : 

September  29.  1910. 
Obdnance  Claims  Board, 

Washington,  D.  C: 
Replying  your  wire  28th.  Mr.  Blakey's  report,  September  15,  states  schedule 
1,  Item  A,  approximately  correct;  schedule  1.  item  B,  flgurea  estimated  con- 
sidered by  settlement  coiomittee  susceptible  of  veriflcntlon ;  schedule  2,  no 
audit  necessary  ;  schedule  3,  no  audit  necessary ;  schedule  6.  negotiated  amount ; 
schedule  7,  by  at^eenient;  schedules  8,  9,  and  10  can  be  verified.  Payments 
heretorore  made  have  been  audited  and  approved  by  Government  accountants. 

E.  E.  Aaieo^, 
Colonel,  Ordnance  Department,  United  States  Army. 

Ordnance  DUtrUrt  Chief. 

Did  you  understand  that  telegram  to  be  a  verification  of  the  under- 
standing that  the  committee  had? 

Col.  McFabland.  Yes,  sir. 

Mr.  Garrbtt.  You  do  not  know  how  much  of  that  letter  Col. 
Hughes  read  in  your  presence? 

Col.  McFarland.  No,  sir. 

Mr.  Garrett.  Now,  I  would  like  to  dirert  your  attention  to  the 
letter  of  Mr.  Blakey  itself  and  ask  you  to  follow  it  in  connection 
with  that  telegram.  Now,  what  does  it  say  there  about  schedule  1, 
item  A? 

Col.  McFarland   (reading) : 

Schedule  1,  Item  A,  figures  approximately  correct. 

Mr.  Garrett.  Well,  I  will  road  now  from  the  letter  of  Mr.  Blakey 
under  date  of  September  15,  which  has  heretofore  been  placed  in  evi- 
dence  [reading] : 

Schedule  I,  Item  A,  Interest. 

Standard  Steel  Car  Co.'s  lnvestm«it  In  what  Is  known  as  the  Ordnance  De- 
partment, aa  shown  by  their  records  as  of  r>ecember  81,  1917,  not  Including 
land,  WHS  *870,8Sij.72.  This  Included  buildings,  machinery,  equipment,  etc., 
ns  well  as  pn-llniinary  cTpenses  In  the  construction  of  said  plants.  A  state- 
ment was  submitted  January  14,  1918,  showing  InTesUnent,  $762,910;  although 
the  former  llinircs  were  used  in  paying  them  6  per  cent  depreciation.  As  of 
June  30,  1919,  It  was  $871,921.92.  Depreciation  has  been  paid  at  the  rate  of 
6  IHT  cent  per  year  on  this  investment  as  part  of  cost.  The  figures  aa  sub- 
mitted In  revlse<l  claim,  nQTiiely.  fl.OOO.OOO,  are  approximately  correct,  as 
some  machinery  was  transferred  to  freight-car  department. 

So  that  disposes  of  item  1  as  mentioned  in  the  telegram. 

Col.  McFarland.  Yes,  sir. 
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Mr.  Garrett.  Does  it  say  something  about  the  item  B? 

Col.  McFarland.  Yes,  sir.     [Keadmg:] 

Schedule  J,  Item  B,  flgnres  estlmnted  considered  by  settlement  committee 
8usn-ptlMc  of  verification. 

Mr.  Garrett.  Now,  I  call  your  attention  to  the  statement  of  Mr. 
Blakey  in  his  letter,  reading  from  the  same  letter  [reading] : 

I  ottflch  hereto  two  copies  of  a  statement  of  their  Reneral  administrative 
expwises  h\  months  from  November  1.  1817.  to  June  30,  lftl9,  which  require 
no  explanations.  However,  I  might  add  that  the  amounts  shown  In  second 
column  as  not  b<»lng  applicable  to  the  cost  of  Government  contracts  are  made 
np  raostlj-  of  legal  expenses,  donations,  and  advertising  their  automobile  busi- 
ness. The  net  admlnl.Htrutive  espeiises  have  been  prorated  to  thrlr  four 
plants  hiised  on  productive  labor  performed  at  each  plant,  the  Ordnance  De- 
partment absorbing  »]09,533.73. 

That  is  that  overhead  you  were  talking  about  a  while  ago,  I 
take  it. 

Tilt'  fiKun«i  of  8201.2.11.4.'!,  supposed  to  be  loss  of  proportion  of  administrative 
expenses  which  the  Ordnance  Itepurtment  should  have  absorbed,  are  estimated 
and  can  not  he  verified. 

Col.  McFarland.  Tliat  is  not  what  this  telegram  says. 

Mr.  Garrett.  What  does  the  telegram  say  ? 

Col.  McFari,.m;d  (reading) : 


Mr,  Garrett.  Now,  that  means  that  Blakey's  statement,  that  that 
could  not  be  verified,  was  disregarded  by  the  committee,  does  it,  and 
the  committee  settled  that  on  its  own  hook? 

Col,  McFarl.4ND,  This  telepram  says  that  Mr.  Blakey's  report  of 
September  15  states,  and  what  I  have  read. 

Mr.  Garrett.  Now,  see  if  there  is  not  a  period  in  there  before 
this  item  B  is  read. 

Col.  McFARiwiND.  There  is  a  comma. 

Mr.  Garrett.  There  is  a  comma? 

Col.  McFarland.  Yes,  sir. 

Mr.  Garrett.  The  first  part  dealing  with  schedule  1,  item  A,  states, 
"Figures  approximately  correct";  that  is  what  Blakey  says  in  his 
report. 

Col.  McFarl-^nd.  Yes.  sir. 

Mr.  Garrett.  Now,  there  is  a  comma  after  the  word  "correct," 
jind  then  continues  "schedule  1.  item  B.  figures  estimated  considered 
by  settlement  committee  as  susceptible  ot  verification."'  That  can 
not  very  well  refer  to  the  Blakey  report,  can  it? 

Col.  McFarland.  It  can  not, 

Mr,  Garrett.  I  would  construe  that  to  mean  that  the  author  of 
that  telegram  thought  that  the  settlement  committee  thought  that  it 
was  susceptible  of  verification,  notwithstanding  what  Blakey  said, 
but  that  is  a  matter  of  construction,  and  you  do  not  care  to  express 
an  opinion? 

Col.  McFabland.  Yes ;  I  will  express  an  opinion  if  you  want  me  to. 

Mr.  Garrett.  I  would  be  glad  to  have  you. 

Col.  McFarlant>.  As  I  read  this  I  thought  that  was  a  quotation, 
in  substance,  from  Mr,  Blakey's  report. 

Mr.  Graham.  That  is  what  you  asked  for,  wasn't  it? 
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Col.  McFarland,  Yes,  sir. 

Mr.  Garrett.  Now,  what  is  the  next  item,  please,  Colonel  ? 

Col.  McFarland  (reading) : 

Schedule  2,  no  audit  necessary. 

Mr.  Garrett.  Now,  in  connection  with  that  I  read  from  Mr, 
Blakey's  letter  [reading] : 

Two  hundred  (200)  carriages  were  completed,  and  If  $4,000  profit  per  carriage 
Is  allowed,  the  sum  of  8800,000  Is  correct.  The  cost  o£  work  performed  In  excess 
of  the  200  carriages  Is  something  whtch  will  require  some  time  to  verify,  and 
if  the  amount  of  profit  thereon  shown  as  $666,394.05  Is  subject  to  reduction 
if  found  to  be  fncorrect.    An  audit  should  be  made. 

That  item  of  $656,394,05  is  the  item  we  had  up  a  moment  ago! 

Col.  McFarland,  Yes,  sir, 

Mr.  Garrett  (reading) : 

However,  tf  this  amount  has  been  agreed  to  or  based  upon  estimates  fur- 
nished by  Standard  Steel  Car  Co.,  and  Is  not  subject  to  change,  no  audit  la 
necessary. 

So  I  assume  that  the  expression  in  the  telegram  there  would  mean 
that  it  had  been  agreed  upon  by  the  settlement  committee? 

Col.  McFarland,  Yes,  sir. 

Mr.  Garhett.  And,  therefore,  in  the  opinion  of  Col.  Arison,  do 
audit  was  necessary  ? 

Col.  McFarland.  Yes,  sir. 

Mr.  Garrett.  Now,  the  next  it«m^ 

Col.  McFarland  (reading) : 

Sechedule  3,  no  audit  necessary. 

Comma  being  interposed  between  the  previous  "  necessary "  and 
"  schedule." 

Mr,  Garrett.  I  read  [reading] : 

Schedule  ,S,  Item  A,  proHt  on  jigs,  tools,  etc.  The  actual  ci'st  of  dies,  JIga, 
tools.  flKturi's,  special  machines,  etc.,  paid  for  us  increased  facilities  under 
instructions  from  Washlnftton,  can  be  verified  and  Is  approximately  ?500,000. 
If  the  proposed  profit  of  $50,000  thereon  la  subject  to  retluctlon  If  cost  thereof 
of  $500,000  Is  round  to  be  incorrect,  an  audit  should  be  made.  However,  tf 
this  amount  has  been  agreed  to.  based  upon  estimates  furnished  by  Standard 
Steel  t?ar  Co.,  and  Is  not  subject  to  change,  no  audit  Is  necessary. 

I  suppose  the  same  tiling  applies  to  that  as  would  apply  to  the 
prior  item? 

Col.  McFarland.  Apparently. 

Mr.  Garrett.  The  committee  regarded  it  as  settled  ? 

Col.  McFarland.  Yes,  sir. 

Mr.  Garrett.  Now.  the  next,  please. 

Col.  McFarland.  The  next  is  [reading]: 

Schedule  6,  nt^otiated  amount. 

Mr.  Garrett  [reading] : 

Schedule  3.  Item  B.  com7>ensatlon.  The  amount  shown,  namely,  $50,000  Is 
not  based  on  any  cost  which  can  be  verified. 

Is  that  item  $50,000? 

Col.  McFarland,  Here  is  an  item  for  unabsorbed  costs  or  prepara- 
tion of  plant,  $60,000. 

Mr.  Garrett,  Does  it  show  whether  it  is  schedule  3,  item  B? 

Col.  McFari^nd.  No,  sir;  it  does  not  show  that 
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Mr.  Garrett.  Now,  under  the  head,  "  Compensation."  This  is 
$50,000  here.     Well  [reading] : 

Schedule  4,  Standard  Electrical  Engineering  Co.,  $121,583.57,  and  other 
sums  not  allowed. 

But,  as  R  matter  of  fiict.  in  the  award,  that  was  allowed? 

Col.  McFahlako.  Yoi^,  ^ir. 

Mr.  Garrett,  So  it  must  have  been  when  this  paper  reached  Mr. 
Blakey  from  the  district  claims  board  that  that  was  marked  "not 
allowed." 

Col.  McFarland.  The  total  amount  piven  in  here  is  $121,585.57. 

Mr.  Garrett.  And  that  is  to  the  Standard  Electric  Engineerings 
Co. ;  it  is  put  there  under  the  head  of  "  Commitments  for  material 
or  services." 

Col,  McFarland.  For  materials  or  services. 

Mr.  Garrett.  Now  [reading] : 

Schedule  5,  loss  In  the  mn  nil  fact  u  re  of  railroad  etiulpaient  and  expenses  of 
movlDK  passenger  car  department  to  freight  car  department,  can  be  verified, 
but  It  appeara  that  claim  for  $484325.28  to  cover  this  Item  Is  based  partly 
upon  an  estimate  which  can  not  be  audited. 

And  then  we  come  to  schedule  6.  Now,  those  were  matters  that 
were  referred  to  Mr.  Blakey,  of  which  no  mention  is  made  in  Col. 
Arisen 's  response  to  your  telegram. 

Col.  McFarland,  Yes,  sir, 

Mr.  Garrett  [reading] : 

Schedule  6,  cost  of  hotel,  garage,  rondway,  brick  wall,  etc.,  the  amount  shown, 
namely,  $475,072.17,  can  be  verified,  if  subject  to  change. 

What  is  it  the  telegram  says  about  that? 

Col.  McFarland  [reading] : 

Schedule  B  negotiated  amount. 

Mr.  Garrett.  Now,  the  nextt 

Col.  McFabi-vnd,  The  next  is  [reading] : 

Schedule  7  by  agreement. 

Mr.  Garrett  [reading] : 

Schedule  7.  item  B.  plant  rental.  The  amount  shown,  namely,  $150,000,  U 
by  agreement  and  could  not  be  audited. 

Schedule  8,  expenditures  on  United  States  buildings. 

Is  that  there? 

Col.  McFarland.  He  say.s  [reading]  : 

Schedules  8,  9,  and  10  can  be  verlfled. 

Mr.  Garrett.  The  statement  of  Mr.  Blakey's  letter  here  [reading]  : 

Schedule  8,  expenditures  on  T'nlted  States  buildings.  The  amount  shown, 
namely,  $65,760.32,  can  l>e  verified  If  subject  to  change. 

By  the  way,  what  does  that  "  veri6ed  "  mean  there  in  that  connec- 
tion "can  be  verified  if  subject  to  change"? 

Col.  McFarland.  I  take  it  that  it  can  be  verified. 

Mr.  Garrett,  Tliat  is,  figures  given  are  correct? 

Col.  McFarland.  Yes.  sir. 

Mr.  Garrett.  And  it  does  not  mean  that  that  can  be  later  offered 
to  determine  whether  they  are  correct;  "verify"  is  in  the  sense  of 
determining  whether  they  are  correct? 
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Col.  McFarl.\nd.  That  is  the  waj  I  take  it. 
Mr.  Oahbett  [reading] : 

Scheduks  9  and  10.  Interest.  The  nmouaU  shown,  aamel;.  $20,066.13,  and 
$41,002.54,  can  be  verlfleil  if  subject  to  change. 

So  it  really  appears  there,  Colonel,  that  you  did  not  get  in  that 
telegram  from  Col.  Arisen  a.  clear  statement  of  what  was  contained 
in  Mr.  Blakey's  letter,  doesn't  it? 
Col.  MdFAULAND.  Yes,  sir. 

Mr.  Garrett,  Colonel,  that  letter  being  called  to  your  attention 
tliere  in  the  way  it  was,  Mr.  Blakey  having  spoken  of  that,  why  did 
you  not  then — that  was  before  you  had  signed  the  award,  I  take  it? 
Col.  McFarl&nd.  Yes,  sir. 

Mr,  Garbett,  Why  did  you  not  then  go  a  little  bit  further  into 
the  matter  than  you  did  go  into  it! 

Col,  McFarland.  I  felt  that  we  were  accepting  upon  our  investi- 
gation the  negotiated  settlement  which  Col.  Hughes  had  gone  into 
and  had  worked  on.  This  statement  that  the  negotiation  was  as 
good  as  he  could  get  it  and  that  his  feeling  that  this  letter  of  Blakey's 
■  substantiated  his  position,  that  it  was  not  necessary  at  that  time  to 
go  further  into  the  matter,  as  we  had  already  in  the  committee  dis- 
cussed it  in  detail  and  satisfied  ourselves  in  the  presence  6t  tlie  various 
Government  officials  that  the  settlement  was  a  fair  one. 

Mr.  Gabrbtt.  In  other  words,  you  really  just  took  Col.  Hughes's 
recommendation  about  the  matter  all  the  way  through,  didn't  you ! 

Col.  McFarland.  His  recommendation  had  great  weight  with 
me.  I  felt  that  I  had  seen  enough  to  be  satisfied  that  his  negotia- 
tion was  a  suitable  one,  and  having  come  to  that  conclusion  that  the 
case  should  be  settled  with  expedition  that  it  was  not  necessary  or 
was  not  advisable  to  continue  and  to  let  the  negotiation  drag  every 
time  some  man  had  a  new  idea  about  it.  I  think  if  Mr.  Blakey  had 
brought  up  any  point  in  question  at  the  meeting  that  we  would  have 
gone  into  the  questions  that  he  raised  more  carefully  than  we  did, 
because  we  did  not  know  what  particular  questions  he  had  in  mind, 
if  he  had  any  in  mind.     The  evidence  presented  satisfied  me. 

Mr.  Garr£tt.  Did  he,  subsequent  to  the  meeting  in  the  room  at 
the  hotel  or  subsequent  to  the  making  of  this  award  on  the  following 
day,  the  signing  of  it,  say  anything  about  the  salvage  question  to 
you? 

Col.  McFarland.  No,  sir. 

Mr.  Garrett.  Did  he  before  the  award  was  actually  signed  say 
anything  about  any  bid  on  any  of  this  material  other  than  this  junk 
material  ? 

Col.  McFarland.  I  have  no  recollection  of  it. 

Mr.  Garrett.  When  he  called  you  out  of  the  room  there  be  did  not 
refer  to  that  ? 

Col.  McFarland,  I  think  not,  I  have  no  recollection  of  it  "r 
anything  of  the  kind.  At  that  time  he  did  make  the  statement  that 
the  company  was  making  more  than  10  per  cent  profit. 

Mr.  Garrett.  Well,  you  mean  now,  more  than  10  per  cent  on 
what;  whatparticuiar  items  did  that  refer  tot 

Col.  McFarland.  I  think  he  meant  as  a  whole,  including  the 
profit  which  they  received  by  the  terms  of  the  contract  on  their 
completed  carriages. 
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Mr.  Gabsett.  Well,  I  believe  under  that  agreement,  informal 
though  it  was.  they  were  to  be  allowed  ^,000  on  thcHse  carriages,  do 
matter  what  the  cost  might  be  i 

Col.  McFabi^;nd.  Yes;  there  can  be  no  question  about  that  item 
in  my  mind,  and  I  told  Blakey  so  at  the  time. 

Mr.  Gr*h.\m.  I  want  to  ask  another  question  or  two.  Colonel, 
you  relied  upon  what  Crl.  Hughes  told  yon  about  this  as  one  Anny 
officer  would  to  another,  didn't  yon  ? 

Col.  !&IcFarl.\>~o.  leg:  what  he  said  I  took  absolutely  to  be  the 
truth  without  any  questicuL 

Mr.  Gkaham.  And  when  he  told  you  that  be  bad  spent  a  great  deal 
of  time  on  this  and  gone  into  it  and  examined  that  claim,  and  that 
the  cluim  was  con-pct  and  that  the  Goremment  was  getting  a  fair 
settlement,  you  took  his  word  for  it  ? 

Col.  McFaw*»xd.  Yes.  sir. 

Mr.  GRAH.tM.  You  had  been  schoolnntes  in  the  Militarr  Academy 
there! 

Col.  McFakla:xd.  Yes :  I  was  not  in  the  aame  class  with  him.  but  he 
was  there  while  I  was  there. 

Mr.  Gkaham.  You  had  been  acquainted  erer  sineel 

Col.  McFabiaxd.  Yes.  sir. 

)Ir.  GujiAM.  Do  you  think  that  is  the  reason  be  asked  to  hare  yoa 
go  with  him! 

Col.  McFaklaxd.  I  do  not  know  dut  he  did  ask  for  me  to  go,  Mr. 
Graham. 

Mr.  Graham.  The  first  you  knew  is  when  be  came  in  with  Coi- 
Eof  and  told  yoa  about  it  I 
.  C<d.  McFaklasd.  Yes.  sir. 

Mr.  Gkahav.  CoL  Bugfaee  bad  this  letter  of  Mr.  Blafcey's  in  hi^ 
hand  when  be  wait  into  the  room,  did  be  1 

CoL  McFaklasd.  Yes,  ar. 

Mr.  Gkahak.  And  they  were  arguing  tn  ratber  a  heated  mannor 
about  it! 

CoL  McFablatid.  He  did  not  have  the  letter  in  his  hand  when  I 
came  into  the  ruom.  but  after  I  had  been  in  the  room  a  few  tafnaaits 
be  wait  out  and  got  the  letter  and  r«tamed  to  the  room. 

Mr.  GcABAx.  And  had  it  in  hl^  hand  I 

CoL  McFAnASD,  Ye=.  =ir. 

Mr.  GmAHAX.  And  whAt  cmit«ot?  you  pit  of  the  letter  yon  got  hj 
Hit  reatlin?  of  it  by  CoL  Hugfaies  * 

CoL  McFiai-Axtit.  Y«s.ar. 

Mr.  GcAKAX.  Was  CoL  Bagfaes  aU  excited ! 

CoL  >l<;Fi«LAXD^  Xo. 

Mr.  Gkaoak.  He  wis  angry,  thor:^  was  he ! 

CoL  McFAatASD,  So:  I  don't  think  be  wm  .  He  might  be  d^srr.'ritii 
as bciniF nther  irniao;e:h"i  is  iiii>:L.->Ml  iijntui^rfiy  np. bathe  wa*  toC 
Aatorbeii  at  thi=  time.    He  was  tt^-L 

Mr.  Gkaram.  To  »aj.t  hg  oniicinly  s  * 

CoL  M':Fa«uj>£>.  W.;;L  he  wia  ic^.i  to  wLae  I  hi'^t  se«i  him  ca 
»«ry  triTiai  mattera, 

sir.  Goasam.  WitlL  diring  ti.-*  £rst  -Lij'^  ^esiot.  I  Vlieve  vo'i  tes- 
tified yoa  w»r«  x.  iese-.' jq  a.i-xj.-t  at.  L-v.tt  :  Li  tLit  rj^-Ji  i 
CoL  McFijttAJo.  Yes.  =ir:  U-il  U  mj  r«nLjeaiuc.  of  it. 
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Mr.  Graham.  Well,  what  opportunity  had  Mr.  Blakey  during  that 
session  to  be  heard  about  this  matter,  did  anybody  ask  him? 

Col.  McFabland.  I  think  Mr.  Blakey  was  not  in  Washington  the 
first  session  that  I  referred  to,  and  which  I  said  lasted  about  an  hour; 
that  was  here  in  Washington. 

Mr.  Graham.  That  was  before  the  claims  board  here! 

Col,  McFarland.  Yes,  sir. 

Mr.  Graham.  Well,  now  at  the  first  session  you  had  in  Hammond 
in  the  afternoon,  I  think  it  was. 

Col.  McFarland.  The  first  session  at  Hammond  might  be  called 
the  session  of  inspection  when  we  walked  around  the  plant  and  looked 
at  things.  I  do  not  know  whether  Mr.  Blakey  was  there  at  all  at  that 
time. 

Mr,  Graham.  Well,  when  was  the  first  formal  hearing  you  had 
there? 

Col.  McFablanh.  In  the  afternoon,  after  lunch,  extending  from 
perhaps  half  past  1  until  3  or  after,  and  that  was  the  only  session 
of  that  character  tliat  we  had, 

Mr.  Graham.  Now,  what  opportunity  did  Mr,  Blakey  have  during 
that  session  to  tell  you  gentlemen  what  he  thought  about  this! 

Col.  McFarland.  He  had  evei-y  opportunity  in  the  world, 

Mr,  Graham,  Was  he  called  on? 

Col.  McFarland.  I  think  not;  nor  was  I  called  upon,  and  I  did 
considerable  talking, 

Mr.  Graham.  Well,  you  were  a  member  of  the  board? 

Col.  McFarland.  That  was  not  a  board  meeting. 

Mr.  Graham.  What  was  it! 

Col.  McFarlatid.  It  was  a  meeting^ — it  might  be  termed  an  in- 
formal meeting  of  the  Government  representatives  who  knew  about 
and  were  interested  in  the  claim  of  the  Standard  Steel  Car  Co.,  and 
it  was  called  by  Col.  Keeves  and  presided  over  by  Col,  Reeves. 

Mr.  Graham.  Well,  there  was  no  legality  or  formality  about  that 
meeting,  was  there! 

Col.  McFarland.  I  should  say  there  was  none. 

Mr,  Graham.  You  have  your  rules  and  regulations  and  your 
procedure  marked  out  by  the  rules  that  are.  laid  down  by  the  Gov- 
ernment in  these  matters,  isn't  it! 

Col.  McFarland.  In  general;  yes,,  sir. 

Mr.  Graham,  The  Secretary  of  War  or  the  Chief  of  Staif  or  who- 
ever gets  up  those  rules — I  assume  it  comes  directly  from  the  Secre- 
tary of  War's  office— has  laid  down  forms  to  be  followed  in  the 
settlement  of  these  claims  which  you  gentlemen  are  supposed  to 
follow,  are  you  not! 

Col.  McFarland.  Yes,  sir. 

Mr.  Graiiam.  Now,  that  formality,  as  I  understand  it.  is  that  first 
the  district  board  passes  on  the  matter  and  then  the  claim  is  sent 
to  the  Washington  board,  tlien  the  bureau  board  passes  on  it,  and 
finallv  it  receives  the  consideration  of  the  War  Department  Claims 
Board ! 

Col.  McFarland.  Yes,  sir. 

Mr.  Graham.  And  then  after  that  is  done  the  claim  is  allowed  or 
disallowed.     Now,  had  any  steps  been  taken  in  the  allowance  of 
this  claim  any  place  along  the  line  that  conformed  with  those  rules.  ■ 
except  the  first  allowance  by  the  Chicago  district  ordnance  board! 


That  was  done  according  to  the  rules,  but  has  anything  been  done 
since  that  in  accordance  with  the  rules? 

Col.  McFabland.  The  customary  rule  of  having  the  claim  referred 
to  the  bureau  board  in  Washington  was  apparently  violated.  How- 
ever, a  representative  of  the  bureau  board  was  dispatched  to  Chicago 
and  acted  for  this  board.  I  believe  that  the  action  of  the  member 
and  representatives  of  the  War  Department  claims  board  was  in 
accordance  with  the  forms,  except  that  we  acted  in  Chicago  instead 
of  in  Washington. 

Mr.  Gbahau.  Why,  is  there  any  record  in  any  bureau  board  in 
Washington  or  in  the  War  Department  Claims  Board,  an  order  that 
you  gentlemen  should  go  and  act  in  this  capacity?  Do  you  know 
of  any  order  of  that  kind? 

Col,  McFarland.  No  ;  I  know  of  no  such  order. 

Mr.  Graham.  Then  you  had  no  function  there  except  the  function 
of  an  individual,  did  you?  How  could  you  have  if  you  did  not  have 
any  formal  order  from  your  own  board,  and  if  you  were  acting  in 
violation  of  the  rules  that  had  been  laid  down  by  the  War  Depart- 
ment? 

Col.  McFarland.  Well,  I  don't  think  that  action  was  a  direct  vio- 
lation of  the  rules,  but  it  was  not  in  accordance  with  the  usual  pro- 
cedure. 

Mr,  Graham.  Well,  do  you  know  of  any  rules  that  permits — rule 
or  any  order  of  the  War  Department  that  permits  that  sort  of  thing? 
If  vou  do,  we  would  like  to  know  about  it. 

Col.  McFar^and,  No;  I  know  of  no  rule  that  says  that  may  be 
done ;  nor  do  I  know  of  any  rule  that  says  it  may  not  be  done. 

Mr.  Graham.  Well,  there  has  got  to  6e  some  certain  procedure  in 
these  matters,  and  the  procedure  is  laid  down  by  your  superior  offi- 
cers that  they  lay  down  these  forms  and  establish  these  boards,  is  it 
not,  and  you  are  supposed  to  follow  the  forms;  isn't  that  true? 

Col.  McFarland.  Well,  in  general.  I  do  not  know  enough  about 
the  legality  of  that  matter  in  the  formation  of  these  boards  to  pass 
upon  that,  which  is  rather  technical. 

Mr.  Grahah.  Well,  don't  you  imagine  that  the  claimants  when 
they  got  this  money,  judging  from  the  haste  in  which  the  machinery 
worked  and  the  check  was  paid,  that  those  claimants  themselves 
thought  it  was  an  illegal  performance ;  would't  you  think  that  ? 

Col.  McFarland.  Tliat  thought  never  occurred  to  me.  If  I  had 
any  idea  it  bordered  on  the  illegal,  I  would  have  done  what  I  could 
to  have  stopped  it. 

Mr.  Graham.  Of  course,  you  have  not  gone  into  the  legal  phase  of 
the  question;  when  your  superior  officer,  Col.  Hof,  came  and  told 
you  to  go  you  went? 

Col.  McFarland.  Yes.  sir. 

Mr.  Graham.  You  did  not  stop  to  figure  what  was  right  or  what 
was  wrong,  but  you  went? 

Col.  McFarland,  Yes.  sir. 

Mr.  Graham,  Now.  did  you  observe  when  Mr.  Garrett  was  ex- 
amining you,  I  think  it  was,  that  he  noted  that  this  estimate  of  over- 
head that  Mr.  Blakey  made  extended  over  the  summer  of  1917  and 
the  siunmer  of  1919,  inclusive,  including  all  the  time  when  work  was 
proceeding  under  this  contract? 
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Col.  McFarland.  The  figures  which.  Mr.  Garrett  read  was  not  the 
same  as  the  figure  here. 

Mr,  Graham.  But  I  am  speaking  of  the  item  of  overhead  which 
you  say  Mr.  Corey  and  Col.  Hughes  explained  on  the  ground  that  the 
it«m  in  controversy  referred  to  the  item  of  1817  and  1919,  whereas 
Mr.  Blakey's  figures  covered  only  1918. 

Col.  McParland.  I  tliink  it  was  just  the  reverse. 

Mr.  Graham.  Now,  the  statements  which  Mr.  Blakey  has  intro- 
duced into  the  record  and  to  which  Mr.  Garrett  called  your  attention 
specifically  covered  all  that  time,  and  the  statement  is  made  by  Mr. 
Blakey  that  that  overhead  has  already  been  paid  to  this  company. 
Did  you  know  anything  about  that  at  uie  time! 

Col.  McFari^nd.  No,  sir. 

Mr.  Graham.  You  simply  took  Mr.  Corey's  statement  and  Col. 
Hughes's  statement  that  it  referred  to  tlie  time  they  stated  ? 

Col.  McFarland.  Yes,  sir;  presuming  that  if  it  was  not  correct 
that  Mr.  Blakey,  the  accountant,  would  have  stated  the  correct 
amount,  which  Mr.  Corey  said  was  correct;  Mr,  Corey  and  Col. 
Hughes. 

Mr.  Gbaiiam.  Mr.  Blakey  had  already  said  that  they  were  not  en- 
titled to  this  overhead. 

Col.  McFarland.  No;  he  did  not  state  that  they  were  not  entitled 
to  the  overhead;  he  gave  figures  which  were  different  from  the  ones 
that  Col.  Hughes  gave. 

Mr.  Graham.  Did  you  see  this  letter  file  so  that  you  had  the  posses- 
sion of  it ;  or  did  Col,  Hughes  keep  it  in  his  own  possession  ? 

Col.  McFarland.  I  never  heard  of  it  until  Col.  Hughes  brought  it 
into  the  room  where  I  was. 

Mr.  Graham.  Where  did  he  seem  to  get  iti 

Col.  McFarland.  He  left  the  room  and  went  toward  the  main  office. 

Mr.  Graham.  You  do  not  know  where  he  got  it,  or  what  he  did  with 
it  afterwards? 

Col.  McFarland,  No,  sir. 

]Mr.  Jefferis.  Do  vou  know  just  when  this  settlement  had  been 
agreed  to  for  $3,000,000! 

Col.  McFarland.  No,  sir. 

Mr.  Jefferis.  There  had  not  been  any  award  entered  by  the  Chicago 
claims  board  allowing  $3,000,000,  had  there,  before  you  went  out 
there* 

Col.  McFarland.  I  understood  that  the  Chicago  board  had  ap- 
proved that  negotiated  settlement;  whether  they  had  had  all  the 
papers  written  up  or  not,  I  dont  know. 

Mr.  Jefferis.  Now,  do  you  know  just  who  had  approved  it  in  the 
Chicago  board! 

Col.  McFarland.  No,  sir. 

Mr.  Jefferis.  That  had  been  some  days  before  you  went  out  there, 
wasn't  it? 

Col,  McFarland.  Yes;  I  presumed  that  as  soon  as  Col.  Hughes 
could  come  to  Washington  after  the  company  had  agreed  to  that  set- 
tlement that  he  came.  In  other  words,  that  the  setUement  had  been 
agreed  to  only  a  short  time  prior  to  his  arrival  here. 

Mr,  Jefferis.  Now,  as  a  matter  of  fact,  hadn't  that  so-called  settle- 
ment of  $3,000,000  been  agreed  to  about  September  8, 1919! 
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Col.  McFarc^nd.  I  don't  think  so.  I  never  heard  a  date  given  as  to 
the  time  of  that  agreement,  but  the  -impression  I  had  n  as  that  it  was 
rerv.  very  recent. 

ilr.  Jefferis.  Well,  now,  this  letter  of  Mr.  Blakey's  of  date  Septem- 
ber 15, 1919,  seems  to  have  reference  to  a  revised  claim  of  ^,O0O,OOO, 
so  that  $3,000,000  must  have  been  arrived  at  in  some  way— that  is,  a 
general  understanding  or  something — before  Mr.  Blakey  wrote  that 
letter  of  September  15,  wasn't  it  ? 

Col.  McFarland.  The  only  explanation  of  that,  which  is  a  mere  pre- 
sumption on  my  part,  is  that  Col.  Hughes  had  possibly  decided  that  he 
could  get  $3,000,000 — that  is  what  he  would  approve — and  he  got  S^. 
Blakey  to  give  him  a  statement  predicated  upon  the  $3,000,000  settle- 
ment, and  that  the  company  had  not  actually  agreed  to  settlement 
until  some  subsequent  time.  I  never  heard  that  phase  of  it  discussed 
iind  do  not  know  anything  about  it. 

Mr.  Jefperis.  Well,  I  notice  in  this  letter  of  Mr.  Blakey's,  dated 
September  15, 1919,  he  starts  out  saying,  "A  typewritten  memorandum 
consisting  of  three  sheets,  including  schedules  1  to  10,  inclusive,  of 
ori^al  daim,  showing  revised  claim  of  $3,000,000  was  handed  to  the 
writer  on  September  2, 1919,  with  instructions  to '  audit  items  marked 
"  V." '  I  attach  hereto  two  copies  of  the  memorandum  to  which  I  refer 
and  wish  to  submit  a  preliminary  report  which  follows." 

So  that  would  indicate  that  whoever  gave  him  this  typewritten 
memorandum  had  at  that  time  a  revised  claim  to  the  amount  of 
$3,000,000  from  the  Standard  Steel  Car  Ca 

Col.  McFahland,  Well,  that  word  "claim"  may  have  been  used 
loosely;  it  might  mean  a  set-up;  I  do  not  attach  any  particular 
signincance  to  that,  although  it  may  have  some.  As  I  say,  it  had 
not  been  called  to  my  attention  before. 

Mr.  Jeftebis.  Well,  anyhow,  this  award  that  you  made  out  there 
on  September  26  really  awarded  this  $3,000,000?' 

Col.  McFabl.*ni>.  Yes,  sir. 

Mr.  Jeffebis.  And  it  was  on  this  $3,000,000  proposition  that  Mr, 
Blakey  had  written  his  letter  of  September  15  ? 

Col.  McFablasd.  Yes,  sir. 

Mr.  Jetferib.  So  he  was  directing  his  observations  and  knowledge 
m  regard  to  this  claim  as  finally  awarded? 

Col.  McFarland,  Yes,  sir. 

Mr.  Jefferis.  And  this  letter,  as  I  understand  it,  of  September 
15.  was  not  handed  to  you  and  Col.  Reeves  when  you  went  out 
there! 

Col.  McFarland.  No,  sir. 

Mr.  JEfTEBis.  And  did  not  come  to  your  knowledge  at  all  until 
after  you  had  agreed  to  the  $3,000,000;  is  that  right? 

Col.  McFarland,  That  is  correct;  yes,  sir. 

Mr.  Jeffesib.  And  then  it  came  to  your  knowledge  only  by  ob- 
Berving  Mr.  Blakey  and  Col.  Hughes  and  Col.  Arisen  in  a  room 
Ulking? 

Col.  McFarlan.  Yes,  sir. 

Mr.  Jefferis.  The  three  of  them  were  in  there! 

Col.  McFarland.  Yes,  sir;  I  was  in  there,  also, 

Mr.  Jefferis.  You  were  nskcd  in  there  Inter,  weren't  you! 
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Col.  McFabland.  I  was  asked  in  there  prior  to  the  time  Col. 
Hug;hes  produced  this  letter;  that  is,  I  was  in  there  prior  to  the 
time  Col.  Hughes  walked  in  with  the  letter  in  his  hands. 

Mr.  Jefteris.  Well,  when  you  went  in  there.  Col,  Arison  was  there, 
and  Mr.  Blakey! 

Col.  McFarland.  And  Col.  Hughes. 

Mr.  jETFERia.  I  thought  you  said  he  walked  in  with  the  letter? 

Col.  McFaruxd.  He  was  in  there  then  and  went  out,  and  subse- 
quently walked  in  with  the  letter  in  his  hand. 

Mr.  Jefferis.  When  did  he  leave  the  room ! 

Col.  McFarland.  He  left  to  get  the  letter. 

Mr.  Jefferis.  And  he  came  backl 

Col,  McFarland.  Yes,  sir. 

Mr.  Jefferis.  What  prompted  him  to  get  the  letter? 

Col.  McFarlamd.  Because  Mr.  Blakey  said  that  he  wanted  me  to 
know  that  the  items  had  not  been  auditeii,  and  Col.  Hughes  produced 
the  letter  to  show  that  Mr.  Blakey  had  written  a  letter  which  stated 
that  the  items  had  been  in  part  audited,  and  in  part  estimated,  and 
in  part  were  subject  to  verification,  with  the  view  showing  that 
BlaKey,  the  accountant,  had  no  particular  disagreement  in  his  let- 
Mr.  Jefferis  (interposing).  He  took  that  portion,  Hughes! 

Col.  McFarland.  Yes,  sir. 

Mr.  Jefferis.  He  did  not  give  the  letter  to  you  to  read  * 

Col.  McFarlamd.  No  ;  he  kept  it  in  his  hand.  I  did  not  care  to 
read  it  at  that  time. 

Mr.  Jefteris.  You  were  not  interested  in  what  was  in  the  letter? 

Col.  McFahund.  Oh,  yes;  I  was. 

Mr.  Jefferis.  Very  much? 

Col.  McFarland.  Intensely  interested. 

Mr.  Jefferis.  Did  you  ask  to  read  it,  or  anything? 

Col.  McFarland.  No  ;  because  he  was  reading  it. 

Mr.  Jefferis.  Did  he  read  it  all? 

Col.  McFarland.  I  doubt  if  he  read  it  all ;  he  read  parts  of  it. 

Mr.  Jefferis,  And  then  made  observations  as  to  what  he  claimed 
was  in  the  other? 

Col.  McFarland.  Yes — oh,  I  don't  know  that  he  made  observa- 
tions as  to  what  he  claimed  was  in  the  other;  but  his  idea  in  produc- 
ing the  letter  was  to  show,  or  tell,  Mr.  Blakey  that  he  had  previou.sly 
expressed  a  different  opinion. 

Mr.  Jefferis,  That  was  to  satisfy  Blakey,  was  it? 

Col.  McFarland.  No;  he  did  not  endeavor  to  quiet  Blakey;  he 
undertook  to  show  Mr.  Blakey  that  the  position  he  took  at  that 
time  was  different  from  the  position  which  he  took  at  the  time  he 
wrote  the  letter. 

Mr.  Jefferis,  What  did  Blakey  say  about  it? 

Col.  McFari.and.  He  was  rather  noncommittal,  and  stated  that 
he  wanted  me  to  know  that  the  accounts  had  not  been  audited. 

Mr.  Jefferis.  He  was  trying  to  warn  you.  was  he,  lest  you  might 
sign  something  that  had  not  been  really  checked  up  ? 

Col.  McFarland.  Well,  I  do  not  suppose  that  he  knew  I  was  going 
to  sign.  He  said  that  he  had  asked  me  to  come  out  because  I  had 
shown  an  interest  in  the  audit  and  because  I  had  asked  some  ques- 
tion about  it,  and  had  been  rather  insistent  upon  some  items  in  con- 
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nection  with  it  during  the  discussion  at  the  Hammond  plant  during 
the  preceding  afternoon. 

Mr.  Jeffebis.  Blakev  at  that  time  did  not  know  that  you  three 
were  goingto  sign  up  tliis  award  then! 

Col.  McFahland.  I  think  not. 

Mr.  Jefferis.  And  he  was  trying  to  give  yon  some  information 
that  would  be  of  some  assistance,  I  take  it,  if  you  should  look  into  the 
matter,  I  take  itt 

Col.  McFarl^nd.  Yes;  I  think  he  had  that  in  mind. 

Mr.  Jeffebis.  And  then  Col.  Hughes,  as  you  understand  it,  there  in 
this  room  was  going  to  show  Blakey,  as  you  understood,  that  his  per- 
sonal contention  to  you  was  not  well  founded? 

Col.  McFaki^nd.  "Was  not  in  accordance  with  his  previous  position. 

Mr.  Jeffebis.  So  you  accepted  the  Hughes  end  of  it! 

Col.  McFarland.  Yes,  sir. 

Mr.  Jeffebis.  Yes ;  and  how  long  was  Blakey  in  there  with  you } 

Col.  McFarlamd.  Ob,^t  that  time  I  suppose  I  talked  to  him  10  or 
15  minutes. 

Mr.  Jeffebis.  What  position  did  Arison  take? 

Col,  McFabi>and.  I  do  not  recall  that  Col.  Arison  talked  very  much 
about  it,  other  than  to  be  disposed  to  feel  that  Hughes  was  right  in 
the  matter. 

Mr.  Jefferis.  He  seemed  to  side  with  you  ? 

Col.  McFarland.  Yes;  I  had  presumed  that  he  had  voted  as  a 
member  of  the  district  board  in  favor  of  a  negotiated  settlement  of 
$3,000,000. 

Mr.  Jeffebis.  Yet  as  a  matter  of  fact  there  had  been  no  legal  meet- 
ing; voting  anybody  anything. 

Col.  McFarland.  I  io  not  know  whether  the  Chicago  board  had  a 
legal  meeting  or  not. 

ilr.  Jfjteris,  You  have  never  seen  anything,  had  you  ? 

Col.  McFariand.  No  ;  all  I  had  was  the  word  of  the  chief  of  the 
Chicago  office  and  the  signature  of  the  award. 

Mr.  Jeffebis,  That  is,  Arison? 

Col.  McFabi^nd.  Yes ;  as  approved. 

Mr.  Jeffebis.  You  say  Col.  Graves  went  out  with  you  1 

Col.  McFarland.  No  ;  Mr.  D.  D.  Graves,  civilian,  Government  em- 
ployee. He  is  a  member  of  the  Washington  Ordnance  Department 
claims  l>oard — a  member  or  alternate  member. 

Mr.  Jefferis.  Where  is  he  from? 

Col.  McFabland.  I  think  that  he  lived  in  Bridgeport,  Conn.,  prior 
to  his  entry  into  the  Government  service. 

Mr.  Jefferis.  You  say  he  had  been  out  there  previous  to  this? 

Col.  McFabi-akd.  He  had  been  out  there  previous  to  trip  on  which 
he  accompanied  me. 

Mr,  Jefferis.  Was  he  appointed  to  go  out  there  with  you  *  How 
did  he  happen  to  go  out? 

Col.  McFabland.  He  was  directed  by  Col.  Hof  to  go  with  me. 

Mr,  Jeffebis.  Why  didn't  he  sign  it  if  he  knew  about  this  matter  ? 

Col.  McFari^nd.  I  was  the  senior  member  present. 

Mr.  Jeffebis.  And  the  senior  member  always  signs,  whether  they 
know  anything  about  it  or  not;  is  that  it? 

Col.  AIcFarland.  Some  of  them  do.  It  is  a  matter  of  delegation; 
the  delegating  power  as  men  become  higher  and  higher  up  in  position 


1846  WAS  EIPEHDITDBES. 

their  duties  become  more  general  than  detail  in  tiie  Army  as  well  as 
other  places,  of  course. 

Mr.  Jefferis.  Well,  as  it  appears  to  me,  you  had  very  little  knowl- 
edge, only  from  what  you  could  gather  from  hearing  it  talked  over 
for  a  little  while,  and  Graves  must  have  had  considerable  knowledge 
if  he  had  been  out  there. 

Col,  McFari^nd,  Yea,  sir. 

Mr,  Jefferis,  And  you  ought  to  have  had  considerable  knowledge! 

Col.  McFahulnd.  Yea,  sir, 

Mr.  Jepfehib.  Why  does  Arieon  sign  it,  then? 

Col.  McFabland.  Because  Col.  Anson  was  chairman  of  the  district 
claims  board  that  was  presumably  approving  this  settlement, 

Mr.  Jeffehis.  Did  you  ask  him,  now,  there,  as  a  member  of  the 
Ordnance  Department  claims  board  from  Washington,  where  their 
award  was?     Did  you  ask  to  see  that! 

Col.  McFahiand.  I  saw  it;  this  paper  here  [indicating!. 

Mr.  Jefferis.  That  seems  to  be  signed  the  same  that  the  other 
was  signed. 

Col.  McFaeland.  The  one  which  I  saw  was  not,  I  think, 
an  exact  copy  of  this  [indicating].  I  think  that  the  one  I  saw  was 
modified,  and  that  this  is  the  one  which  they  were  ^ing  to  submit. 

Mr.  Jefferis.  You  mean  that  it 

Col,  McFari,and  (interposing).  Well,  the  one  that  I  saw  on  the 
momine  of  the  26th  was  not  the  same  as  this  in  certain  details, 

Mr.  Graham.  You  mean  by  "  this  "  the  one  that  is  referred  to  and 
IS  in  the  record  of  the  committee! 

Col.  McFari-and.  Yes,  sir;  headed  "Chicago  District  Claims 
Board,  September  26, 1919." 

Mr.  Jefferis.  I  believe  that  is  all, 

Mr.  Garrett.  One  other  question  I  overlooked.  The  telegram  sent 
fi-om  the  Ordnance  Board  here,  to  which  reference  has  been  made, 
was  that  they  should  send  some  information  by  special  delivery. 

Col.  McFari^nd  (reading).  "Rend  us  by  special  delivery  s^te- 
nient  of  Mr.  Blakey,  which  you  have  at  hand,  showing  that  such 
auditing  has  been  made." 

Mr.  Garrett.  Was  that  instruction  complied  with,  or  do  you  re- 
member? 

Col.  McFarlakd,  I  think  that  the  letter  ha,s  never  been  received 
in  the  Ordnance  Claims  Board ;  I  never  have  seen  it. 

Mr.  Garrbit,  What  was  done  with  the  reply  to  that  telegram? 

Col,  McFarland.  As  soon  as  the  reply  was  handed  to  me  I  sent 
it  to  Mr,  Sofljerg  of  the  Technical  Advisory  Committee  asking 
whether  or  not  it  met  with  his  approval,  or  complied  with  his  re- 
quest, or  something  to  that  effect.  He  returned  the  telegram  to  me 
with  the  notation  on  it,  "  Seems  O.  K."  and  signed  by  his  initials, 

Mr.  Garreit.  And  then  was  the  Finance  Division  to  go  ahead  with 
the  check  ? 

Col.  McFarcand.  Upon  receipt  of  Mr.  Sofberg's  O.  K,  I  signed 
the  certificate — I  can  not  describe  it  because  I  do  not  know  the  form 
number,  but  it  was  a  certificate  which  was  sufficient  authority  for 
the  Finance  Division  to  pay  the  amount  due  the  company  on  this 
claim. 

Mr.  Garrett.  You  were  satisfied  with  the  telegram  without  wait- 
ing for  a  letter  to  be  sent  by  special  delivery  ? 
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Col.  Reeves.  No,  sir;  Col.  Dalton,  who  is  also  a  member  of  the  War 
Department  claims  board,  and  sp^al  representative  for  ordnance, 
and  has  an  office  next  to  me,  he  had  been  sitting  with  the  Ordnance 
Bureau  board  that  day,  and  when  he  sits  on  Uie  board  a  day  and 
comes  back  we  discuss  what  has  token  place;  we  both  have  cases  that 
we  watch.  He  mentioned  the  fact  that  Col.  Hughes  had  been  there 
from  the  Chicago  board  and  presented  what  I  understood  had  been 
an  agreement  with  the  Standard  Steel  Car  Co. ;  that  he  had  pre- 
sent«3  it  to  the  ordnance  district  board.  I  did  not  go  any  further 
with  it,  because  I  was  not  personally  concerned  in  it.  I  thought  if 
the  case  came  up  again  Col.  Dalton  would  handle  it,  as  neither  en- 
croaches on  the  cases  of  the  other.  If  he  starts  a  case  he  finishes  it, 
and  if  I  start  a  case  I  finish  it.  However,  this  came  to  no  decision. 
The  next  day — I  am  not  sure  whether  Mr.  Dorr  sent  for  me  or 
whether  I  went  to  his  office — I  generally  go  to  his  office  four  or  five 
times  a  d^,  and  sometimes' I  go  and  sometimes  he  sends  for  me.  At 
any  rate,  I  was  in  his  office,  and  Col.  Hughes  was  in  there,  and  they 
apparently  were  discussing  this  case.  Mr.  Dorr  is  assistant  director 
of  munitions.  Mr.  Dorr  Knew  that  I  was  contemplating  a  trip  to 
Chicago  by  way  of  the  district  board,  and  to  Cincinnati  about  the 
latter  part  of  the  week,  which  would  throw  me  into  Chicago  about 
Saturday.  He  wanted  to  know  if  it  would  be  possible  for  me  to 
change  my  itinerary  to  go  to  Chicaeo  first  and  then  to  Cincinnati 
and  Pittsburgh,  and  I  told  him  I  had  no  prescribed  program  and  it 
would  make  no  difference.  He  then  told  me  to  go  to  Chicago  and 
meet  with  the  board  there  and  if  satisfied  with  the  agreement  as  they 
had  found  it  with  the  Standard  Steel  Car  Co.  to  close  the  case  up. 

Mr.  Graham.  That  is  Mr.  Dorr* 

Col.  Reeves.  Yes,  sir;  Mr.  Dorr,  the  assistant  director  of  muni- 
tions. Mr.  Crowell,  I  am  quite  sure,  had  not  returned  from  Europe, 
and  Mr.  Dorr  was  the  acting  director  of  munitions  at  that  time. 

Mr.  Graham,  Following  that,  you  immediately 

Col.  Reeves  (interposing),  ¥es;  I  immediately  inquired  about 
trains;.  I  have  a  captein  in  my  ofBce  who  does  that  for  me,  and  I 
found  that  there  was  a  train  at  8  o'clock  and  one  at  6  o'clock,  a  bettor 
train  but  an  extra-fare  train — an  extra  fare  of  $6-— so  I  took  ttie 
earlier  train. 

Mr.  Graham.  Where  did  you  meet  these  gentlemen  I 

Col.  Reeves,  At  Englewood,  outside  of  Qiicago,  the  next  morning. 
My  train  arrived  about  30  minutes  ahead  of  this  train.  Mr.  Sofberg 
was  with  me  on  the  train. 

Mr.  Graham.  Did  Mr.  Sofberg  go  at  your  request? 

Col.  Reeves.  Yes,  sir;  and  I  also  asked  Mr.  Hodge^  who  was  then 
located  in  St.  I^ouis,  and  who  was  a  member  of  the  technical  advisory 
committee. 

Mr.  Graham.  Why  did  you  request  the  presence  of  Mr.  Sofberg 
and  Mr.  Hodges  i 

Col.  Reeves.  That  requires  rather  a  lengthy  answer.  Directly  after 
I  came  from  France  and  became  a  member  of  the  board  we  organized 
this  technical  advisory  committee,  because  we  were  dealing  wiUi  sums 
of  money,  and  vast  sums  were  involved,  and  I  felt  that  we  should 
consult  business  men.  Personally  I  told  Mr.  Dorr  that  I  would  feel 
very  comfortable  if  we  had  men  of  that  kind  to  help  us  to  arrive  at 
decisions.  I  was  an  Army  officer  drawing  less  than  $6,000  a  year 
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salary,  and  frequently  had  to  match  wits  with  men  who  were  drawing 
$60,000  B  year,  and  I  wanted  somebody  who  would  help  us  with  these 
matters,  and  a  sufficient  clerical  force.  So  I  asked  Mr.  Sofberg  to 
go  with  me,  as  I  had  often  done.  I  take  final  action  on  nothing  with- 
out advising  with  these  men,  and  they  advised  on  this.  I  have  letters 
from  both  Mr.  Sofberg  and  Mr.  Hodges— that  is  probably  getting 
ahead  of  the  story — on  this  particular  settlement. 

Mr.  Graham.  Now,  when  you  got  to  Chicago  did  vou  meet  with 
these  other  gentlemen  soon  after  arriving  there,  Colonel? 

Col.  Reeves.  Yes.  We  arrived  at  Englewood,  Mr.  Sofberg  and  I.  I 
did  not  know  what  the  arrangements  were.  We  met  an  ordnance 
major  on  the  train  who  was  stationed  at  the  board,  and  he  said  that 
if  no  one  met  us  there  that  he  would  send  us  out  in  his  machine.  But 
as  the  train  came  in  Mr,  ('orey  was  there  and  Mr.  Jenks,  I  think. 
There  were  a  number  of  cars  there,  and  I  did  not  know  who  they 
belonged  to,  but  I  think  there  were  some  "ordnance  cars,  some  com- 
pany cars,  so  our  party  assembled  and  went  to  the  plant  of  the  Stand- 
ard Steel  Car  Co.,  at  Hammond,  Ind. 

Mr.  Graham.  When  did  you  arrive  there? 

Col.  Reeves.  My  train  arrived  at  about  9  o'clock. 

Mr.  Graham,  You  had  all  had  breakfast? 

Col.  Reeves.  Yes ;  I  had  had  breakfast  on  the  train. 

Mr.  Graham,  And  you  got  in  the  cars  and  went  to  Hammond? 

Col.  Reeves,  Yes,  sir. 

Mr,  Graham.  About  what  time  did  you  arrive  there? 

Col.  Reeves.  About  half  past  10  or  11. 

Mr.  Graham.  Did  vou  go  immediately  to  an  inspection  of  the 
plant? 

Col.  Reeves.  Yes;  I  do  not  suppose  we  were  there  five  minutes  until 
we  went  to  work.  I  asked  Col.  Hughes  immediately  on  my  arrival  if 
he  had  the  set-up  of  the  claim,  ana  he  handed  me  the  papers,  which, 
I  understood  and  understand  yet,  was  the  set-up  of  the  claim  which 
the  Chicago  board  would  accept,  I  had  those  papers  with  me  during 
the  entire  tour  of  inspection. 

Mr.  Graham.  How  long  did  it  take  you  to  go  over  theplant? 

Col.  Reeves.  I  would  have  to  simply  make  a  guess.  We  consumed 
the  entire  day  there  at  Hammond.  As  I  recall  it — my  memory  is  a 
little  hazy  on  that — that  we  had  our-  luncheon  before  we  had  the 
afternoon  meeting.  That  is,  I  think  we  consumed  practically  the 
entire  morning  in  viewing  the  plant;  I  am  not  positive  about  that, 
however,  but  I  took  all  the  time  I  wanted.  If  I  may  go  into  that  a 
little  further  in  detail  there 

Mr.  Graham  (interposing).  Sure;  that  is  what  I  want  you  to  do. 

Col.  Reeves.  Our  party  rather  broke  up,  and  I  rather  encouraged 
it.  i  felt  everybody  should  view  it  from  his  own  angle.  Mr.  Sofberg 
was  with  me  all  the  time,  Mr.  Jenks,  of  the  Standard  Steel  Car 
Co.,  was  with  me  all  the  time.  I  think  Col.  McFarland  and  others 
had  some  of  the  other  groups.  I  paid  little  attention  to  tliem.  And 
we  viewed  all  the  buildings  constructed  for  this  contract  and  the 
material  that  remained ;  the  Ordnance  Department  had  removed  a 
oart  of  it — what  material  that  we  referred  to  in  this  claim  as  salvage. 

'hink  I  saw  ever>'  article  of  it.  and  frequently  made  reference  to 

1  set-up  that  Col.  Hughes  had  handed  me  in  order  to  visualize  in 
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my  own  mind  the  magnitude  of  the  problem  and  in  getting  an  idea 
of  the  amomit  involvra. 

Mr.  Qrahah.  Wei],  when  did  you  go  into  session  to  pass  on  the 
thing! 

Col.  Kebves.  As  I  said,  it  is  not  clear  to  me  whether  we  went  into 
session  before  we  had  lunch  or  not.  We  went  to  the  hotel  in  ques- 
tion and  bad  lunch ;  I  do  not  believe  we  had  a  session  until  that  tmie ; 
anyhow,  we  were  there  viewing  the  plant,  but,  anyhow,  early  in  the 
afternoon  we  went  into  session  and  remained  in  session  until  5  or 
after  5  oVlock.  I  paid  little  attention  to  the  time;  I  was  concerned 
in  the  claim. 

Mr.  GBAHAit.  What  was  the  course  of  the  procedure,  now.  Colonel, 
as  you  observed  it  in  the  afternoon  in  taking  these  matters  up!  Who 
opened  the  argument  and  what  did  Col.  Hughes  do  and  the  rest  of 
yout 

Col.  Rebves.  If  I  may  go  back  to  the  meeting  with  Col.  Hughes 
at  Mr.  Dorr's  office,  I  would  state  that  the  understanding  was  that  we 
should  meet  Col.  Hughes  in  his  office  in  Chicago  and  that  he  would 
have  there  the  members  of  his  staff  or  corps  who  had  knowledge  of 
this  settlement.  I  do  not  remember  all  the  men,  but  Mr,  Blakey  and 
Mr,  Vail  and  Mr,  Church  and  the  property  officer  and  Maj  Duryea 
and  the  financial  officer ;  quite  a  group.  Most  of  those,  I  do  not  be- 
lieve, accompanied  us  on  this  visit.  Mr.  Vail  did,  however.  I  fre- 
quently interrogated  him.  After  this,  howevcrj  all  these  gentle- 
men were  present.  We  came  informally  into  this  room.  We  first 
went  into  the  office  of  the  company,  and  one  of  the  officials  of  the 
company  stated  that  they  had  a  lounging  room,  probably  more 
suited  for  this  purpose.  It  was  a  room  more  like  this,  or  more  like 
the  lobby  of  a  hot«l;  so  we  all  went  in  there  informally,  except  the 
members  of  the  Standard  Steel  Car  Co.  They  withdrew.  They 
showed  us  where  the  room  was  and  then  withdrew.  As  I  remember, 
I  told  Mr.  Cory — I  told  him  we  did  not  want  them  present. 

We  sat  down  a  moment  or  two,  and  the  question  arose  as  to  who 
should  preside;  I  looked  around  and  saw  I  was  the  senior  officer  in 
rank,  so  I  stated  I  would  call  the  meeting  to  order,  and  if  the  gentle- 
men wanted  to  select  a  diiferent  presiding  officer  it  was  immaterial  to 
me.    Several  voices  spoke  up  and  said,  "  Nobody  will  question  your 
right  to  preside,"    So  I  presided  and  outlined  the  purpose  of  the  meet- 
ing, as  to  why  we  were  there;  and  then  after  I  sat  down  I  asked  Col. 
Hughes  if  what  I  had  said  met  the  situation,  and  he  answered  that  it 
did.     Then  we  began  the  discussion  of  the  claim;  I  do  not  recall 
whether  or  not  we  first  took  up  the  question  of  salvage.    It  is  imma- 
terial.   Anyhow,  we  discussed  every  item  involved  in  the  settlement. 
I  recall  now  very  plainly  what  was  in  my  mind  at  the  time;  that  is, 
to  afford  every  person 
in  this  discussion.     It 
meeting  of  any  board 
officials  that  were  cone 
right  there  on  the  grou 

Mr.  Graham.  So  the 

Col.  Reeves.  It  cont 
more  or  less  informal 
claim,  and  discussion  w 
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every  one  present  had  a  right  to  that  Tote,.a3  to  whether  thev  agreed 
to  the  form  of  settlement.   We  did  not  arrive  at  a  settlement  tnere 

Mr.  Graham  (interposing).  You  do  not  mean  ever;  one  present 
there,  do  you ;  you  mean  the  members  of  the  board  present! 

Col.  Reeves.  No,  sir;  the  meeting  was  open  to  everyone. 

Mr.  Graham.  You  mean  that  every  Government  official  or  em- 
ployee was  permitted  to  vote! 

Col.  Beeves.  Every  Government  official  had  a  vote,  and  from  the 
sound  of  the  voices  I  think  practically  everyone  voted  on  the  passing 
of  this.  There  was  no  mention  made  that  it  was  a  board  meeting; 
nobody  said  it  should  be. 

Mr,  Graham.  What  did  you  intend  it  to  bei 

Co).  Reeves.  I  intended  it  to  be  a  meeting  of  the  Government 
officials  either  the  members  of  the  boards,  the  district  staff  that 
was  interested  in  this  claim. 

Mr.  Graham.  That  is  all  you  intended  it  should  bet 

Col.  Reeves.  That  is  all  I  intended  it  should  be. 

Mr.  Graham.  Then  why  did  you  gentlemen  sign  up  this  formal 
award? 

Col.  Reeves.  We  met  the  next  day  at  Chicago. 

Mr.  Graham.  You  thought  the  meeting  the  next  day  was  formal  ? 

Col.  Reeves.  It  was  formal,  as  it  was  calculate  to  have  it  formal; 
we  did  not  sit  down  and  call  it  to  order,  but  the  members  of  the  board 
were  there. 

Mr.  Graham.  So  you  differentiate  between  the  meeting  at  Ham- 
mond and  the  one  at  Chicago? 

Coi.  Reeves.  Yea,  sir ;  I  do  now  and  did  then.  This  meeting  at  Ham- 
mond was  to  visualize  this  thing  and  afford  everyone  an  opportunity  of 
saying  what  was  in  his  mind.  And  it  was  fully  understood  that  we 
would  meet  in  Chicago  the  next  da;  and  the  claim  would  then  be  set  np. 

Mr.  Graham.  Did  you  at  that  time  have  any  information  about 
any  offers  for  salvage  values  on  this  material  except  that  of  the 
Standard  Steel  Car  Co. ! 

Col.  R^VES.  I  had  none;  no,  sir. 

M>.  Graham.  Did  you  ever  have,  Colonel ! 

Col.  Reeves.  No,  sir;  I  never  have  had. 

Mr.  Graham.  Did  you  know  up  until  the  time  of  this  hearing 
here,  and  your  being  called  as  a  witness,  that  an  offer  had  been  made 
by  Briggs  &  Purvis,  of  Chicago,  in  writing,  for  the  salvage  materials 
for  15  per  cent  of  their  valuel 

Col.  Reeves.  No,  sir;  if  I  have,  it  has  entirely  escaped  my  recol- 
lection.   I  haven't  any  recollection  of  it 

Mr.  Graham.  If  any  letter  of  that  kind  was  ever  sent  to  the  board, 
it  was  never  indicated  to  you? 

Col.  Reeves.  No,  sir. 

Mr.  Graham.  By  the  way,  was  Mr.  Blakey  at  that  meeting  at 
Hammond  t 

Col.  Rebvxs,  I  don't  know  that  I  would  know  him  if  I  saw  him; 
he  was  one  of  the  cost  accountants,  and  I  understood  he  was  at  the 
meeting 

Mr.  Graham.  Who  did  most  of  the  discussion  out  there? 

Col.  Reeves.  I  suppose  Col.  Hughes  answered  most  of  the  ques- 
tions brought  up.    He  and  Mr.  Vail. 

Mr.  Graham.  No  representative  of  the  company  was  there! 
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Col.  Reeves.  No;  Mr.  Cory  was  called  in;  and  Mr.  Jenks  and  Mr. 
CoiT  were  both  called  in  after  we  had  adjourned. 

Mr.  Graham.  At  Hammond? 

Col.  Rbevbs.  Yes;  and  told  that  we  would  meet  in  Chicago  the 
following  morning. 

Mr.  Graham.  Do  you  know  what  they  were  called  in  for! 

Col.  REEvsa.  Yes;  they  were  called  in  after  we  had  reached  an 
agreement  and  told  that  we  would  meet  at  Chicago  the  following 
morning. 

Mr.  Graham,  Was  Mr.  Russell  there! 

Col.  Reeves.  No,  sir;  Mr.  Russell  was  not. 

Mr,  Graham.  Was  Mr.  Russell  there  the  next  day ! 

Col.  Reeves.  No,  sir;  Mr.  Russell  was  not  at  that  time  chairman 
of  the  district  board.    Col.  Arison  was  at  that  time  district  chief. 

Mr.  Graham,  Col,  Arison  was  there,  was  he! 

Col.  Reeves.  He  was  at  Chicago ;  yes,  sir. 

Mr.  Jefferis.  But  not  at  Hammond! 

Col.  Reeves.  I  believe  not  at  Hammond;  I  do  not  remember. 

Mr.  Graham.  Did  you  have  any  conference  with  anybody  at  that 
time  after  the  meeting! 

Col.  Reeves.  No,  sir, 

Mr,  Graham,  Where  were  you  gentlemen  stopping! 

Col,  Reeves,  I  stopped  with  my  mother;  my  mother  lives  in  Cbi- 
caco,  and  I  stopped  with  her. 

Mr.  Graham.  Where  did  you  gentlemen  meet! 

Col.  Reeves,  I  had  arranged  to  meet  them  at  the  Chicago  office  at 
9.30  in  the  morning;  I  was  a  little  late,  I  possibly  was  not  there 
until  about  9,45. 

Mr.  Graham,  At  the  Chicago  office! 

Col.  Reeves.  Tes,  sir;  at  the  Chicago  office,  which  is,  I  believe,  No. 
165  Superior  Street. 

Mr.  Graham.  How  long  were  you  in  session  there! 

Col.  Reeves.  We  were  m  session  all  morning.  We  drew  up  the 
papers  there. 

Mr.  Graham.  Were  you  presiding! 

Col.  Reeves.  I  was  not  presiding;  we  were  not  meeting  in  that 
shape.    I  was  there  as  the  Ordnance  Department  representative, 

Mr.  Graham.  You  were  getting  it  in  form! 

Col.  Reeves.  Yes,  sir. 

Mr.  Graham.  How  many  were  there! 

Col.  Reeves.  Col.  McFarland,  Col.  Hu^es,  Col.  Arison,  and  Mr. 
Graves,  who  was  one  of  the  board  here,  and  acting  recorder  of  that 
board,  and  I  think  the  entire  Chicago  board  was  there;  I  do  not 
know  who  constitute  that  board. 

Mr.  Graham.  How  about  the  representatives  of  the  Standard 
Steel  Car  Co.! 

Col.  Reeves.  Mr.  Corey  and  Mr.  Jenks  were  there.  They  were 
asked  to  be  there  to  sign  up. 

Mr,  Graham.  Now,  that  was  informal! 

Col.  Reeves.  Yes,  sir;  entirely  informal. 

Mr.  Graham.  Well,  did  you  have  any  formal  session  during  the 
day! 

Col.  Reeves.  No,  sir;  not  any  more  than  we  were  all  there  and 
were  consulted.    I  think  there  is  a  lot  of  misaJid^c^tuiding  about 
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what  informal  sessions  are.  I  go  about  a  good  deal  to  the  district 
boards,  and  they  have  meetings,  nnd  it  may  be  a  formal  meeting  or 
an  informal  discussion, 

Mr.  Graham.  They  sit  around  a  table  and  discuss  the  matter  and 
make  an  award? 

Col.  Rebves.  Yes,  sir. 

Mr.  Grahau.  That  is  the  way  you  did  (here? 

Col.  Rbevi».  Yes,  sir;  except 'in  the  district  office  there  was  no 
table  there ;  there  were  desks  and  chairs,  and  we  were  in  consultation 
more  or  less  all  day  until  the  papers  were  ready  for  signature. 

Mr.  Graham.  Did  you  see  Mr.  Blakey  there  that  day? 

Col.  Reeves.  I  would  not  know  Mr,  Blakey  if  I  saw  him;  he  no 
doubt  was  there,  but  I  do  not  know  him. 

Mr.  Graham.  You  did  not  hear  this  conversation  between  Col. 
Hughes.  Col.  Arison.  and  Mr.  BlaJcey  ? 

Col.  Reeves.  I  knew  nothing  about  it  until  I  saw  Mr.  Sofberg  in 
the  office  of  the  technical  advisory  committee;  I  knew  nothing 
about  it. 

Mr.  Graham.  What  did  vou  understand,  Colonel,  about  whether 
this  claim  had  been  audited? 

Col.  Reeves.  I  raised  the  question  myself  whether  the  Govern- 
ment items  had  been  audited,  and  was  told  they  had  been. 

Mr.  Graham.  Who  told  you  so! 

Col.  Reeves.  I  presume  Col.  Hughes.  You  see,  we  make  a  distinc- 
tion between  the  Government  expenses  and  the  items  set  up  in  the 
claim. 

Mr.  Geaham.  What  do  you  mean  by  Giovernment  items? 

Col.  Reeves.  The  items  they  had  actually  paid  for.  For  instance — 
and  I  use  the  figures  only  as  an  illustration^ — $150,000  had  been  paid 
for  tools;  if  that  item  had  been  paid  for,  it  had  been  voiichered  and 
paid  out.  Whenever  the  Government  had  put  up  a  dollar  it  had  been 
accounted  for.  My  understanding  was  that  it  had  been  done.  Now, 
as  to  the  items  that  the  company  set  up,  I  understood  then  and  under- 
stand now  that  this  is  a  negotiated  claim,  and  some  of  these  may  have 
been  audited  and  some  estimated. 

Mr.  Graham.  Weil,  was  any  inquiry  made  at  that  meeting  of  Col. 
Hughes  whether  they  hai^  a'ldited  these  items? 

Col.  Reeves.  Yes;  we  discussed  every  item,  as  I  said  in  the  early 
part  of  my  testimony,  item  by  item  and  asked  whether  they  had 
been  audited. 

Mr.  Graham.  What  did  Col.  Hughes  say  about  it? 

Col.  Reeves.  Speaking  from  memory,  he  said  some  were  audited 
and  some  estimated  items. 

Mr.  Graham.  You  can  not  recall  those  specifically? 

Col.  Reeves.  I  do  not  believe  I  could;  no,  sir. 

Mr.  Graham.  Did  you  have  called  to  your  attention  as  a  member 
of  that  board  a  letter  by  Mr.  Blakey,  in  which  he  took  up  these 
items  seriatim  and  discussed  them? 

Col.  Reeves.  No,  sir. 

Mr,  Graham.  If  anything  like  that  happened,  you  never  saw  it? 

Col.  Reeves.  No,  sir. 

Mr.  Graham.  Did  Col.  Hughes  call  your  attention  to  anything 
from  anyone  except  the  claim  itself  and  the  items  related  to  it? 

Col.  Seeves.  No,  sir. 
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Mr.  GiuHAH.  You  did  not  know  anythinff  about  Mr.  Blakey  call- 
ing Col.  McFarland  out  and  talking  to  himi 
Col.  Beeves.  No,  sir;  I  had  to  go  to  Kokomo,  Ind.,  to  the  Haynes 


Motor  Co.,  and  from  there  to  Cincinnati,  and  this  occurred  after  I 
left;  and  then  I  came  on  to  Washington. 

Mr.  Graham.  What  time  in  the  day  did  yon  leave? 

Col.  Beeves.  About  3  o'clock. 

Mr.  Graham.  Did  you  sign  this  award  before  you  leftf 

Col,  Beeves.  I  signed  it  after  reading  it  very  carefuUy.  I  remem- 
ber quite  distinctly  that  I  si^ed  it  before  it  was  all  assembled.  I 
rarely  sign  anything  until  it  is  assembled  and  securely  fastened  and 
sealed,  and  I  particularly  called.  Col.  McFarland's  attention  to  this 
matter  and  asked  him  to  see  that  everything  was  in  good  shape  or 
to  withdraw  the  papers. 

Mr.  Graham.  t>id  you  understand,  Colonel,  in  acting  there  you 
were  acting  more  in  tne  way  of  a  board  of  review :  tiiat  is,  that  the 
settlement  nad  been  made  by  the  Chicago  district  board,  and  unless 
you  saw  something  wrong  with  it  you  should  approve  it! 

Col.  Reeves.  That  was  my  understanding;  yes.  It  is  not  an  un- 
usual thing  for  a  member  of  the  district  board  to  appear  before 
the  bureau  board  in  Washington  and  say  that  he  can  arrive  at  a 
settlement,  and  ask  if  it  woiud  suit  them.  We  had  that  in  a  case 
in  Boston,  and  in  the  cartridge  company  case  I  had  that  same  thing. 
So  the  fact  that  Col.  Hughes  came  here  and  presented  this  case 
would  mean  that  they  had  arrived  at  that  settlement  and  wanted  to 
know  whether  it  would  suit  the  board.  That  is  my  own  opinion  of 
the  matter. 

Mr.  Graham.  Did  you  ever  know  of  a  case,  however,  where  a  mem- 
ber of  the  War  Department  claims  board  and  of  the  bureau  board 
went  out  and  passed  on  a  claim! 

Col.  Beeves.  Xo,  sir;  not  in  this  way. 

Mr.  Graham.  Has  it  been  done  since. 

Col.  Beeves.  No,  sir;  I  have  gone  out,  and  I  think  Col.  Dalton 
has  gone  out.  Just  the  other  day  I  went  up  to  Boston  and  we 
definitely  settled  15  points  at  issue;  whether  that  will  settle  it  or 
not.  I  do  not  know ;  I  may  have  to  go  back  later  on. 

Mr.  Graham.  Did  you  know  Col.  Hughes  before  you  went  into 
this  work  at  Washington  ? 

Col.  Reeves.  I  had  met  Col.  Hughes  at  one  time  when- 1  was  in 
the  Inspector  General's  office  and  conducted  some  special  investiga- 
tions for  the  Assistant  Secretary  of  War,  I  had  met  him  at  that 
time  and  had  not  met  him  since  until  I  was  in  Chicago  a  couple  of 
weeks  prior  to  this.  The  particular  thing  that  concerned  me  in  set- 
tling the  claim  was  to  stop  the  enormous  expense  to  the  Government. 
Col.  Hughes  had  told  me  there  in  Chicago,  and  I  am  quite  sure 
brought  it  up  in  Mr.  Dorr's  office,  that  this  claim  was  costing  the 
Government  $52,000  a  month  to  carry,  $25,000  of  which  was  a  rental 
charge.  Not  a  wheel  was  turning  there  in  that  plant,  and  it  was  a 
$15,000,000  plant  tied  up.  I  suppose  due  to  the  fact  that  the  claim 
was  not  settled.  So  anything  we  could  do  after  being  assured  that  it 
was  a  proper  settlement  would  stop  that.  And  that  ceased  imme- 
diately; that  was  ^,000  a  day,  $27,000  of  which  was  personnel  and 
carrying  charge.  That  is  my  understanding  as  one  of  the  reasons 
why  they  were  anxious  to  have  it  settled  hurriedly.    While  possibly 
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it  has  appeared  as  rather  an  unusual  thing,  you  have  got  to  visualize 
it  from  our  standpoint,  to  push  these  claims  and  settle  them  up.  If 
you  go  out  into  the  field  and  visualize  these  things  and  see  the  stuff 
that  is  outside  and  that  has  no  protection,  and  also  the  personnel  that 
is  necessary — I  should  say  that  we  had  probably  70,000  people  now 
engaged  directly  in  caring  for  ordnance  materials  in  the  settlement 
of  these  claims.  So  what  we  are  trying  to  do  is  to  look  at  it  in  a 
businesslike,  sensible  way,  and  make  a  settlement  and  get  it  off  the 
books  and  get  it  out  of  the  way.  That  is  what  governs  me  in  my 
actions. 

Mr.  Graham.  Why  was  this  plant  tied  up  in  this  way? 

Col.  Reeves.  I  could  not  tell  you,  except  for  the  machinery. 

Mr.  Graham.  This  was  Government  machinery? 

Col.  Beeves,  ffo,  sir;  part  of  it  was  used  in  the  manufacture  of 
coaches.    I  think  their  freight  department  was  used  to 

Mr.  Graham  (interposing).  Why  wasn't  it  possible  to  take  an  in- 
ventory of  the  materials  and  let  tnem  go  on  with  manufacturing, 
pending  a  settlement  in  this  plant? 

Col.  Reeves,  I  think  they  were  then  in  the  act  of  making  in- 
ventories. 

Mr.  Graham.  Here  is  what  I  can  not  understand :  The  argument 
has  been  made  a  great  many  times  to  the  committee  that  is  was  neces- 
sary to  do  this ;  tnat  it  was  tied  up.  Why  was  it  tied  up?  Why  can't 
an  inventory  be  taken  of  the  property  in  hand  and  let  the  manu- 
facturer go  on  with  his  business? 

Col.  Reeves.  There  might  be  several  reasons  for  that.  The  manu- 
facturer might  insist  that  the  claim  be  settled. 

Mr.  Qbaham.  In  that  case,  if  the  manufacturer  will  not  do  that, 
he  should  not  charge  up  from  $25,000  to  $50,000  rent  each  month. 

Col.  Heeveb.  These  people  were  manufacturing  a  240-millimeter 
Hotchkiss  carriage ;  I  oelieve  the  only  people  in  the  United  States 
that  were  makinerthat  carriage. 

Mr.  Graham.  When  did  they  finish  work  on  them? 

Col.  Reeves.  The  contract,  as  I  recall 

Mr.  Graham  (interposing).  I  know  what  the  contract  is,  Colonel; 
but  when  did  they  complete  the  work? 

Col.  Reeves.  It  may  have  been  as  late  as  the  1st  of  March;  they 
completed  200  carriages. 

Mr.  Graham.  They  completed  200  carriages? 

Col.  Reeves.  Yes,  sir. 

Mr.  Graham.  What  I  am  getting  at  is,  if  they  did  not  continue  in 
the  making  of  these  carriages  after  the  act  of  March  2  was  passed. 

Col.  Reeves.  If  they  did,  it  would  be  vouchered  on  this  claim. 
As  I  recall  it,  they  were  to  have  $23,000  apiece  for  these  car- 
riages and  were  to  have  a  profit  of  $4,000  apiece,  which  would  make 
$800,000  profits. 

Mr.  Graham.  This  claim  that  you  made  that  it  was  costing  a  great 
deal  to  have  this  claim  unsettled  was  made  by  the  Standard  Steel 
Car  Co.? 

Col.  Reeves.  No  ;  that  came  to  my  attention  by  Col.  Hughes. 

Mr.  Graham.  Col.  Hu^es  raised  that  point? 

Col.  Reeves.  Col.  Hughes  raised  that  point. 

Mr.  Graham.  And  he  insisted  on  account  of  that  matter  it  ought 
to  be  settled  quickly? 
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CoL  Rebves.  Ko,  sir;  I  would  not  put  it  that  way.  That  was 
brought  up  that  it  was  an  expensive  plant  to  carry  and,  naturally, 
would  be  an  inducement  to  settle  it  quickly. 

Mr.  Orahah.  When  did  you  find  out  afterwards,  Colonel,  that 
Uiere  was  a  question  about  the  auditing  of  these  accounts  out  there! 

Col.  BiavBS.  Mr.  Sofberg  first  brought  that  to  my  attention,  and 
it  was  possibly  on  the  Monday  following  my  visit.  He  came  up  to- 
me and  said  that  Mr.  Blalcey — and  that  is  the  first  time  his  name  had 
been  brought  to  my  attention — had  spoken  to  him  in  Chicago  ana 
had  raised  the  q^uestion  that  this  amount  had  not  been  audited.  I 
talked  it  over  with  him  for  some  time  and  said,  "  I  am  very  sorry 
that  that  q^uestion  did  not  come  up  earlier,"  and  I  certainly  would 
not  have  signed  the  contract;  I  understood  everybody  was  unani- 
mous in  the  settlement  of  this  claim.  I  said,  "  However,  you  go  to 
see  Col.  McFarland  and  then  you  send  a  telegram  to  Chicago  for  a 
verification."  That  telegram  was  prepared  and  sent.  It  is  in  the 
record  here.  I  do  not  recall  that  I  ever  saw  the  telegram  or  the 
answer,  but  I  saw  Mr.  Sofberg  here  and  he  said  the  answer  had 
been  received  and  that  it  was  satisfactory  to  him. 

Mr.  Graham.  Do  you  want  to  examine  him,  Mr.  Jefferist 

Mr.  Jefteris.  Yes. 

As  I  understand,  at  this  informal  meeting  at  Hammond  you  did 
not  agree  on  anything? 

Col.  Reeves.  les;  we  agreed  to  these  items  as  we  had  reset  thenv 
up;  there  were  several  changes  made  at  the  time. 

Mr.  Jeffebis.  Was  there  any  record  made  of  the  meeting  at  Ham- 
mond! 

Col.  Reeves.  Mr.  Graves,  who  was  recorder  of  the  board,  -was 
appointed  recorder  bv  me  there.     I  have  never  seen  his  minutes. 

Mr.  Jeffebis.  Did  he  take  any  shorthand  report  of  it,  or  anything?' 

Col.  Reeves.  I  don't  think  he  is  a  shorthand  man ;  no,  sir. 

Mr.  Jeffgris.  Did  vou  inform,  or  did  anybody  inform,  Jenks' 
and  CoiT  that  you  had  agreed  to  accept  this  $3,000,000  proposition? 

Col.  Reeves.  I  am  trying  to  think  whether  we  did.    I  think  pos- 
sibly they  were,  but  my  recollection  is  that  some  member  of  the  - 
Chicago  board  informed  them.    However,  it  may  have  been  myself. 
We  called  them  in  and  told  them  we  would  meet  the  following  morn- 
ing in  Chicago. 

Mr.  Jeffbris.  Kow,  the  next  morning  in  Chicago  Col.  Arison  was- 
there,  was  he  ? 

Col.  Reeves.  Yes,  sir;  I  dont  know  whether  he  was  in  the  be- 
ginning of  the  morning  or  not.  Yes;  I  think  they  were  all  there 
when  I  arrived. 

Mr.  Jbpfbris.  Was  Mr.  Sofberg  there? 

Col.  Reeves.  Yes,  sir. 

Mr.  Jeffbris.  And  Mr.  Hodges  was  there! 

Col.  Reeves.  Yes,  sir;  Mr.  Hodges  was  there. 

Mr.  Jeffebis.  Did  they  take  any  part  in  it  in  Chicago! 

Col.  Reeves.  They  were  consulted  as  different  matters  came  up. 

Mr.  Jefferis.  In  what  respect! 

Col.  Reeves.  I  do  not  know  as  I  recall  distinct  items. 

Mr.  Jeffebis.  All  you  did  in  Chicago  was  to  make  the  award! 

CoL  Reeves.  Yes;  and  talked  the  matter  over.  I  made  several 
changes  in  the  first  draft  of  the  award  myself. 
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Mr,  j£?FSBi8.  But  not  in  the  figures  of  it;  just  in  the  wording 
of  it? 

Col.  Reeves.  Yes;  as  to  the  wording,  and  the  particular  thing  that 
1  remember  I  objected  to  was  the  language  as  to  the  calling  for 
jequisitiona  You  see,  Watertown  had  taken  over  all  the  machinety 
necessary  to  make  the  240-miUiineter  carriage,  and  they  had  requisi- 
tioned for  certain  spare  parts,  and  we  wanted  all  those  requisitions 
in  to  be  honored  and  also  took  up  with  Col.  Hughes  this  matter,  and 
told  him  to  tell  them  to  get  in  their  requisitions  if  they  wanted  any- 
thing before  October  1 ;  that  the  company  agreed  to  honor  all  requi- 
sitions up  to  October  1.  After  October  1  anything  the  Government 
■might  want  they  could  have  at  salvage  value,  which,  in  the  case  of 
scraps,  might  be  $16  or  $17  a  ton.  That  language  in  the  settlement 
'was  changed  so  there  would  be  no  question  al^ut  it. 

Mr.  JeFFEBia,  Then,  as  I  understand  it,  they  did  not  succeed  in 
^tting  this  award  fastened  together  as  a  completed  document  when 
you  signed  it? 

Col.  Eeevbb.  Yes;  the  award  was  completed,  but  the  contract  waa 
«U  in  pages;  were  not  permanently  fastened.     It  is  a  matter 

Mr.  Jefferis  (interposing).  And  you  signed  it  before  Col.  Mc- 
Farland  and  Col.  Arison  signed  it! 

Col.  Reeves.  No,  sir;  I  think  Col.  Arison  signed  the  first  copy. 
They  make  it  in  eight  copies,  and  the  order  in  which  we  signed  it  no- 
body can  tell. 

Mr.  Jefferis.  In  other  words,  you  signed  a  separate  sheet,  each  of 
■them? 

Col.  Ree^-es.  Yes;  the  natural  order  would  be  Col.  Arison,  Col. 
McFarland,  and  myself,  but  the  subsequent  sheets  were  simply  passed 
around. 

Mr.  Jefferis.  And  then  the  other  sheets  were  to  be  attached  to  this 
■sheet  that  you  each  signed  ? 

Col,  Beeves.  No,  sir ;  they  are  made,  as  I  remember,  in  eight  dif- 
ferent copies  and  each  one  of  us  signed  e^ht  different  sets.  Those 
sets  are  distributed  around,  the  finance  oincer,  the  comptroller  gets 
.  one,  and  the  property  ofSce  gets  one,  and  I  am  quite  sure  one  goes  to 
the  Auditor  for  the  War  Department.  I  do  not  know  just  what  the 
distribution  is.  There  are  seven  or  eight  made  up.  The  district 
board  gets  one,  and  the  Ordnance  Office  here  in  Washington. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr,  Garrett.  Colonel,  do  you  remember  enough  about  those  items 
«r  the  impressions  that  you  obtained  in  regard  to  those  items  when 
they  were  taken  up  to  give  the  committee  iiny  information  about 
them  if  they  are  specifically  called  to  your  attention  ? 

Col,  Reeves.  About  some  of  them.  I  think,  I  could;  yes.  sir. 

Mr.  Garrett.  Take  the  first  item,  "  Carrying  charge  during  period 
of  nonproduction,  $99,000." 

Col,  Reeves.  That  is  during  the  period  of  nonproduction ! 

Mr.  Garrett.  Yes;  now,  Mr.  Blakey  has  testified  before  the  com- 
mittee, and  I  will  undertake  to  state  the  substance  of  it  without 
quoting  his  exact  words  that  this  item  is  not  justified :  that  it  ap- 
peared first  as  interest  on  their  investment:  and  he  continues  that  in 
nis  letter  of  September  15  he  explained  that  interest  on  the  invest- 
ment is  not  a  proper  charge,  and  adds  therefore,  in  setting  it  up  in 
this  award  that  they  have  eliminated  the  word  "  interest "  and  set  it 


ORDNANCE.  1859 

Up  ns  a  carrying  charge ;  that  there  was  no  carrying  charge ;  that  we 
had  possession  100  per  cent,  and  therefore  were  do  expenses.  What 
have  you  to  say  to  thatt 

Col.  Ree^xs.  Probably  my  answer  to  that  will  be  more  or  less  gen- 
eral, as  I  do  not  recall  the  discussion  that  took  place  on  that  item. 
I  remember  in  a  general  way  the  discussion  came  up  on  the  plans  for 
manufacturing  this  carriage;  I  do  not  know  whether  you  have  gone 
into  that  or  not.  This  contractor  was  promiseil  those  plans  at  an  early 
date  and  as  a  matter  of  fact  it  was  months  before  he  got  his  full  set 
of  plans,  and  he  found  some  of  those  plans  approved  by  the  Ordnance 
«ngineers  did  not  come  actually  into  his  plant  for  60  days.  They  were 
repeatedly  delayed.  And  then  they  had  to  be  translated ;  they  had  to 
be  translated  from  American  machinery  into  Franch  machinery. 
This  is  the  only  plant  that  made  these  in  this  country,  and  it  was  a 
development  of  the  machinery.  That  is  the  only  thing  I  can  say  on 
that,  it  I  make  myself  clear.  This  involved  a  number  of  months;  the 
correspondence  will  show  it.  You  will  find  several  hundred  exhibits 
showing  delay  after  delay,  and  that  every  effort  was  being  made  to  get 
plans,  and  they  could  not  get  them.  So  I  would  say  in  a  general  way 
this  was  some  expenses  that  this  company  had  incurred  during  this 
period  of  delay. 

Mr.  Gahrktt.  And  then  the  Government  took  the  plant  over;  he 
makes  the  assertion  that  the  Government  took  possession  of  the  plant 
100  per  cent  and  that  we  were  paying  all  the  expenses  all  the  time. 

Col.  Reeves.  I  do  not  understand  his  assertions,  I  do  not  believe 
^at  it  is  quite  true  in  that  particular  sense ;  that  the  Government  had 
actual  possession  and  management  of  the  plant,  if  that  is  what  he 
means.  It  is  true  that  the  Government's  agents  were  in  that  plant, 
the  same  as  in  any  other  plant,  the  production  agents  and  the  ac- " 
countants,  and  all  that  sort  of  thing.  That  was  during  the  war, 
perhaps  99  or  100  per  cent  of  everylwdy's  plant.  That  is  not  quite 
clear  to  me. 

Mr.  Garhpit.  I  do  not  know  that  it  is  clear  to  me  either. 

Col.  Ree\-es.  Well,  it  is  not  clear  to  me,  sir. 

Mr,  Gabkett.  Now.  the  second  item  which  Mr.  Btakley  criticises 
is  item  B,  "unabsorbed  administrative  expense,  $261,251.45";  what 
do  Tou  remember  about  that! 

Col.  Reeves.  Well,  I  remember,  sir,  that  we  discussed  them  with 
considerable  detail  during  this  meeting  at  the  Hammond  plant. 
My  recollection  is  that  this  was  the  prorated  part  of  their  entire  ad- 
mmistrative  expense  of  all  their  plants  and  that  this  was  the  part 
prorated  to  the  Hammond  plant;  that  is  my  recollection  of  it, 

Mr.  Garrett.  Now,  he  states  in  substance  that  he  went  to  Butler 
and  audited  their  administrative  expenses,  covering  the  Butler  office 
and  the  Pittsburgh  office,  and  that  the  total  amount  was  $670,869.16, 
and  that  this  was  prorated  among  the  different  plants  according  to 
the  productive  labor,  stating  that  this  is  the  method  used  by  all 
accountants  and  agreed  to  by  them. 

Col.  Reeves,  Yes,  sir. 

Mr.  Garreit,  And  that  in  doing  that  the  Government  absorbed 
a  figure  of  $109,000.  and  that  that  was  vouchered  and  paid. 

Col.  Beeves.  And  this  item  was  two  hundred  and  sixty-one  thou- 
sand and  something? 
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Mr.  Garrett.  Well,  one  hundred  and  nine  thousand  and  some- 
thing was  allotted,  as  I  understajid,  by  the  Government  to  the  Ham- 
mond plant  out  of  the  $261,000,  and  that  was  vouchered  and  paid  for 
before  this  settlement  was  made. 

Col.  Kbeves.  I  don't  know  anything  about  that,  sir. 

Mr.  Gabrett.  And  that  this  $261,000 

Col.  Reeves  (interposing).  I  do  know  at  this  meeting  that  this 
item  was  discussed,  and  as^  recall  it  it  was  referred  to  as  being  the 
prorated  part,  and  while  all  the  members  of  the  district  board  were 
there,  nobody  had  questioned  it.  I  think  a  discussion  did  take  place 
between  Col.  Hughes  and  Mr.  Blakley ;  I  am  sure  that  is  the  item. 
Col.  McFarland  took  part  in  it  and  it  seemed  to  settle  itself  ap- 
parently to  the  satisfaction  of  everj'body  there,  so  it  was  passed  on. 

Mr.  Gakbett.  Well,  the  next  item  which  he  refers  to  and  which  he 
criticises  in  part  is  on  worked  direct,  materials,  labor,  and  over- 
head, $656,394.05.  He  says  that  is  an  item  that  would  require  practi- 
cally 90  days  to  audit,  and  that  he  would  have  to  have  access  to 
the  books  which  company  was  denying  them;  did  you  ever  hear  of 
that? 

Col.  Reeves.  No,  sir. 

Mr.  Garrett.  He  makes  the  contention  that  that  should  not  be 
over  $250,000,  and  says  that  is  a  very  conservative  estimate,  and 
states  that  as  an  opinion. 

Col.  RE£t'£8.  The  view  I  got  of  this  at  the  meeting,  had  the  com- 
pany's contract  gone  to  completion  of  964  carriages  that  the  contract 
would  have  gone  to  $20,000,000,  and  that  the  company  can  prove 
that  they  had  practically  88  per  cent  of  the  arrangements  made  for 
carrying  that  work  into  effect.  They  completed  200  carria^s ;  that 
88  per  cent  of  the  preparations  for  the  entire  contract  had  been 
completed,  although  only  200  carriages  were  completed  or  assembled 
and  turned  over  to  the  Government.  That  statement  is  true  and 
nobody  denied  it;  that  is  conservative,  and  the  Government  is  getting 
off  easy. 

Mr.  Garrett.  Mr.  Blakey's  testimony  is :  "  In  other  words,  if  you 
take  this  $656,000  and  add  it  to  the  $800,000  they  had  been  paid,  it 
gives  them  $1,456,000,  Now,  based  on  the  total  cost  for  the  work  in 
process  and  the  carriages  completed,  they  should  have  $1,050,000." 

Col,  Reeves.  Of  course,  that  is  an  expression  that  would  have  to 
he  substantiated  by  actual  figures,  and  I  could  only  give  you  an 
opinion  on  it. 

Mr.  Garrett,  That  is  supposed  to  be  10  per  cent  profit  on  their 
work  in  excess  of  the  200  completed. 

Col.  Reeves.  The  200  completed,  they  had  a  fixed  profit  on  them. 
The  question  here  is  whether  the  uncompleted  proportion  would  be 
ten  times  that  or  not;  if  it  is  10  per  cent  profit  on  that  it  would 
have  to  be  ten  times  that  amount, 

Mr.  Garrett.  Yes. 

Col.  Reeves.  For  the  company's  contention  is  they  have  actually 

£erformed  85  per  cent  of  their  problems,  and  if  that  is  true  it  would 
i  easy  to  see  that  would  be  a  large  item. 

Mr.  Garrett.  Of  course,  there  are  other  items  here,  Mr.  Chair- 
man, I  do  not  really  think  it  is  profitable  to  pursue  that,  because  we 
will  have  to  get  testimony  from  books  about  them ;  of  course,  the 


Colonel  does  not  naturally  know  anything  about  that  matter  and 
could  only  give  his  opinion. 

Mr.  Graham.  I  think  most  of  that  stuff  will  be  available  in 
Chicago,  where  we  can  get  at  it. 

Mr.  JwTERis.  One  question  I  want  to  ask :  Who  represented  that 
the  company  had  done  80  per  cent  of  the  work,  Colonel? 

Col.  Beeves.  That  was  set  up,  as  I  recall  now,  in  their  first  claim. 
I  was  so  advised;  I  never  saw  it.  I  am  advised  their  first  claim 
was  $6,000,000,  instead  of  the  $3,000,000  reached,  and  they  claimed 
in  their  argument  they  had  performed  85  per  cent. 

Mr,  JzFFERis.  Up  to  what  time;  do  you  know? 

Col,  Seeves.  I  suppose  up  to  the  time  they  had  completed  these 
200  carriages. 

Mr.  Jeffebis.  Mr.  Eussell,  he  thinks  they  had  completed  those  200 
carriages  about  June  1, 1919. 

Col.  Beeves.  I  would  not  attempt  to  give  any  date  on  that,  sir, 
at  all;  but  they  had  specific  directions  to  complete  those  200  car- 
riages, I  understand. 

Mr.  Jefferis.  You  did  not  suppose  they  had  directions  to  work 
on  any  other  carriages?  . 

Col.  Reeves.  No,  sir;  only  to  finish  up  enough  of  the  material 
which  they  had  actually  in  process  to  finish  up  those  200  carriages. 

Mr.  Jefferis.  Can  you  tell  us,  Colonel,  or  if  you  cant,  say  so, 
when  they  were  directed  to  complete  200  of  them! 

Col.  Reeves.  Only  approximately;  it  was  some  time  after  the 
armistice;  if  I  were  to  tell  you  it  would  only  be  indefinite. 

Mr.  Jefferis.  Well,  if  you  dont  know 

Col.  Reeves  (interposing) .  It  was  probably  early  in  January,  or 
it  may  have  been  the  latter  part  of  December. 

Mr.  Jefteris.  If  you  don't  know 

Col.  Reeves  (interposing).  I  don't  know,  and  my  answer  would 
not  be  of  any  value  to  you. 

Mr.  Garrett.  Was  there  any  question  in  the  minds  of  the  board 
about  the  legal  liability  of  the  Government  on  this  hot«l  business; 
for  instance,  here  is  an  item  [reading], ''  Difference  in  cost  of  present 
value  of  hotel,  roadways,  garage,  etc.,  less  amortization  at  20  per 
cent,  $220,756,34."  Was  it  clear  to  the  committee  that  we  were  liaole 
for  that? 

Col.  Reeves.  The  question  was  not  raised.  I  know  the  question  of 
operating  loss  on  the  hotel  was  brought  to  my  attention  through 
correspondence  had  with  the  Ordnance  Department  in  which  it  was 
indicated  that  the  Qovemment  would  stand  the  loss  on  the  hotel.  I 
think  you  will  find  that  in  the  correspondence. 

Mr.  Garrfit.  You  mean  the  Government  assumed  the  liability  for 
the  toss  in  the  dormitories  and  hotel? 

Col.  Reeves.  Yes ;  that  is  what  I  got  from  the  correspondence.  The 
question  of  the  cost  of  the  hotel  it^f  was  not  raised.    I  might  state 

Mr.  Graham  (interposing).  Yes. 

Col.  Reeves.  I  am  not  of^ring  any  alibi  at  all,  or  any  apolo^es, 
but  so  you  can  visualize  our  work.  We  have  a  great  many  claims 
to  pass  on,  and  it  would  be  absolutely  impossible  for  us  to  have  a 
detailed  knowledge  of  all  the  claims.  The  best  we  can  do  is  to  trust 
to  the  completion  of  the  claims  in  the  district    I  have  signed  •>« 
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high  as  35  claims  in  one  day.  You  can  see  how  impossible  it  would 
be  to  have  a  knowledge  of  all  those  claims.  I  have  made  some  fig- 
ures and  it  figured  I  would  have  to  have  795  years  if  I  would  satisfy 
myself  those  claims  had  been  proven. 

Mr.  Garbett.  You  heard  the  complete  testimony  of  Col.  McFar- 
land  while  he  was  on  the  stand? 

Col.  Keeves.  Yes,  sir. 

Mr.  Garrett.  Do  you  take  the  same  view  of  salvage  matters  that 
he  did  and  get  the  same  impressions  that  he  g«t  concerning  itt 

Col.  Ree\'E8.  Yes,  sir;  I  did.  I  do  not  recall  anything  that  he  said 
pertaining  to  salvage  that  I  had  a  different  opinion.  I  might  have 
expressed  it  in  some  different  way.  My  only  impression  when  we 
went  out  there  was  the  one  thing  we  had  to  determine  was  to  visualize 
the  thing  and  satisfy  ourselves  on  the  question  of  salvage;  and  that 
is  the  particular  reason  why  I  took  Mr.  Sofberg  with  me,  and  Mr. 
Hodges,  to  give  me  their  opinions  on  the  increased  facilities. 

Mr.  Garrett.  Colonel,  if  it  is  a  fair  question  I  would  like  to  ask 
you  what  impression  it  would  have  made  on  your  mind  if  you  had 
known  of  this  bid  of  Briggs  &  Turvis? 

Col.  Kee^"E8.  I  would  not  have  signed  it  all.  I  am  very  careful 
about  those  things.  I  never  sign  a  claim  when  there  is  a  question 
of  salvage  value,  or  anything.  Even  after  the  Ordnance  Bureau 
Board  signs  a  claim  I  hold  them  on  my  desk  sometimes  for  weeks 
until  I  send  out  an  officer  and  absolutely  assure  myself. 

Mr.  Garrett.  You  have  heard  read  such  parts  of  the  letter  of  Mr. 
Blakey  as  have  been  read? 

Col.  Ree^'es.  Yes,  sir. 

Mr.  Garrett.  May  I  ask  the  same  question  in  regard  to  that? 
Would  that  have  had  any  effect  upon  your  mind — what  you  have 
heard  read  here? 

Col.  Beeves.  I  can  only  answer  that  from  my  present  method  of 
handling  claims.  The  Ordnance  Bureau  board  has  its  examiners ;  I 
think  about  23.  Those. examiners  put  their  recommendations  on  those 
claims,  and  they  recommend  approval  or  disapproval.  Now,  even 
though  the  Ordnance  Bureau  board  does  that,  I  never  sign  until  I 
make  an  examination  with  my  small  machinery,  and  then  get  the 
acquiescence  of  the  examiner  unless  it  is  clearly  evident  that  it  is 
without  fault.  So,  I  should  have  done  the  same  thing  with  Mr. 
Blakey  if  he  had  called  these  things  to  my  att«ntion  while  I  was 
there  or  had  received  his  letter ;  or,  had  I  seen  his  letter,  I  certainly 
should  not  have  signed  it  until  those  things  were  cleared  up  or  I  was 
satisfied. 

Mr.  Jefteris.  Suppose  Mr.  Blakey  should  not  be  expected  to  hand 
the  letter  to  you;  he  would  hand  his  letters  or  observations  to  the 
Chicago  district  claims  board. 

Col.  Reeves.  It  would  be  rather  difficult  to  see  what  his  mental 
processes  would  be.  I  would  certainly  have  expected  him,  and  do  now 
expect  him  to  call  this  to  my  attention. 

Mr.  Jeffebis.  Wouldn't  you  expect.  Colonel,  that  he.  being  located 
there  in  Chicago,  that  whatever  duties  were  assigned  to  him,  that  he 
slionid  report  to  the  Chicago  district  claims  board? 

Col.  Reeves.  I  think,  aside  from  that,  in  our  meeting — there  was 
no  rank  there  at  that  meeting;  no  colonels  or  privates — at  that  par- 
ticular time  I  think  I  would  criticize  him  for  not  having  brought  it 
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to  my  attention.  I  think  he  should  have  brought  it  to  my  attention. 
If  he  had,  the  meeting  would  have  stopped  at  once.  If  there  had 
been  any  doubt  at  all  about  there  being  any  question,  we  would  not 
have  gone  on  any  further  with  it. 

Mr.  Gabrett.  There  was  one  statement  of  procedure  that  you  made- 
that  struck  me  as  a  little  peculiar,  and  that  was  having  a  viva  voce 
vote  at  that  meeting  of  all  the  persons  present. 

Col.  Reeves.  Yes,  ar. 

Mr.  Garrctt.  You  explained,  of  course,  that  it  was  an  informal 
meeting.  I  confess  I  do  not  quite  get  the  necessity  for  that  informal 
vote  for  those  employees,  some  of  them  charged  with  absolutely  no 
responsibility;  that  is,  no  executive  responsibility. 

Col.  Kee>'es.  That  vote  wns  simply  and  solely  for  the  purpose  of 
seeing  whether  anybodv  in  connectioii  with  this  claim  had  any  objec- 
tion, I  put  the  vote  tliat  way — if  any  person  has  any  objection,  I 
mean,  that  all  who  favor  the  thing  say  aye,  and  then  I  took  the 
negative  vote.  I  was  verv  careful  about  that,  and  remember  that  par- 
ticularly and  very  clearly.  "All  those  who  have  any  objections  to 
the  claim,  make  it  known  by  saying  no."  And  there  wasn't  a  single 
negative  vote.  And  then  I  announced  that  it  seemed  to  be  unanimous. 
I  did  not  vote  myself;  I  naturally  would  not,  being  the  chairman j 
not  that  I  would  not  have  done  so,  but  the  presiding  officer 

Mr.  Garrett  (interposing).  Was  Mr.  Blakey  present  during  any 
of  those  votes! 

Col.  Beeves.  I  am  informed  that  I  was.  I  do  not  think  it  was 
possible  for  him  to  go  out.  I  do  not  think  a  single  person  left  the 
room  during  the  conference.  Someone  was  sent  out  for  Mr.  Corey — 
I  believe  it  was  during  the  meeting — and  he  came  back  again.  I  sat 
at  one  side  of  the  room  and,  as  I  recall  it,  Col.  Hughes  and  Mr. 
Blakey  were  here  [indicating],  and  I  could  observe  everv  person  in 
the  room,  and  if  anybody  had  left  I  would  unquestionably  have  no- 
ticed it. 

Mr.  Garrett.  What  was  Col.  Hughes's  attitude  toward  the  claim  j 
was  he  particularly  anxious  to  get  it  through  just  as  he  had  recom- 
mended it? 

Col.  Reeves.  Why,  I  never  got  any  impressions  one  way  or  the 
other  until  this  thing  came  up.  It  occurred  to  me  that  he  was  more 
or  less  tickled  to  have  arrived  at  a  settlement.  It  was  one  of  those 
claims  that  Mr.  Dorr  told  me  we  would  not  be  able  to  arrive  at  a 
settlement  by  the  contract. 

Mr.  Garrett.  Did  you  know  why  that  was?  » 

Col.  Reeves.  No,  sir ;  I  did  not.  The  first  thing  Mr.  Dorr  asked 
me  when  I  was  leaving  for  Detroit,  if  I  would  see  how  it  was 
getting  along  and  talk  with  Mr.  Russell,  and  I  had  the  assurance 
m>m  Mr.  Russell  that  it  was  getting  along  nicety  and  probably 
would  be  settled. 

Mr.  Garrett.  That  is  all.. 

FITBTHEB  TESTIHONT  OF  OOL.  £.  H.  HAWKIHS— SecaUed. 

Mr.  Jeffebis.  Colonel,  can  you  tell  this  committee  when  the  num- 
ber of  howitzer  carriages  to  be  manufactured  by  the  Standard  Steel 
Car  Co.  was  reduced? 
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Col.  Hawkins.  The  first  reduction  in  a  formal  way  was  under 
.date  of  March  6, 1919,  when  the  number  was  reduced  from  the  origi- 
nal contract  number  of  nine  hundred  and  some  to  300  carriages. 

Mr.  Jbfteris.  And  then  when,  after  that,  was  it  reduced  again, 
if  you  know  i 

Col.  Hawkins.  On  March  25, 1919,  when  the  number  was  reduced 
to  200  carriages. 

Mr.  Jeffebis.  At  whose  direction  was  that  done! 

Col  Hawkins.  I  issued  that  order,  as  contract  officer,  after  the 
matter  had  been  submitted  to  Col.  Jenks,  chief  of  the  Artillery  Divi- 
ision,  to  me  from  the  Ordnance  Claims  Board.  The  Ordnance  Claims 
Board  acted  on  March  24. 

Mr.  Jefferis.  Then  the  Ordnance  Claims  Board  in  March  reduced 
the  contract  number  to  200,  as  I  understand? 

Col.  Hawkins.  Yes,  it  is  what  we  call  a  suspension  notice  or  a 
termination  notice,  in  some  cases. 

Mr.  Jeffebis.  Did  the  Ordnance  Claims  Board,  in  doing  that, 
assume  that  it  really  in  effect  should  have  200  of  these  carriages,  or 
how  did  they  come  to  do  that! 

Col  Hawkins.  The  Manufacturing  Division  decides  how  many 
pieces  it  wants  finished. 

Mr.  Jeffebis.  The  Manufacturing  Division  would  know  t 

Col.  Hawkins.  Yes;  the  Artillery  Division,  of  which  Col.  Jenks 
is  the  head ;  he  has  his  program ;  he  knows  how  many  pieces  he  has ; 
he  knows  bow  many  he  wants  to  have  and  he  makes  a  recommendation 
that  certain  contracts  be  stopped  immediately  or  be  carried  through, 
so  that  he  has  a  total  of  so  many  pieces  to  be  completed. 

Mr.  Jefferis.  Then,  as  a  matter  of  fact,  Colonel,  from  the  signing 
of  the  armistice  until  March  6,  this  Standard  Steel  Car  Co.  was  per- 
mitted to  run  along  just  as  tiiough  they  wanted  them  all ! 

Col.  Hawkins.  Yes  |  the  only  stop  that  came  at  all  came  after  the 
signing  of  the  armistice  and  was  a  stop  on  any  further  facilities. 
That  notice  I  have  here  under  date  of  December  11, 1918. 

Mr.  Jefferis.  What  was  done  then! 

Col.  Hawkins.  That  was  stopping  any  further  work  toward  the 
>construction  or  installation  of  increased  facilities. 

Mr.  Jefferis.  And  all  that  was  done  then  up  to  March  6,  is  it? 

Col.  Hawkins.  And  the  next  step  was  February  15,  which  stopped 
any  work  on  sets  of  battery  spares. 

Mr.  Jefferis.  And  then  on  March  6,  1919,  was  when  you  cut  it  to 
300? 

Col.  Hawkins.  Yes,  sir. 

Mr.  Jefferis.  And  on  the  25tti  you  cut  it  to  200! 

Col.  Hawkins.  Yea,  sir. 

Mr.  Jefferis.  Do  you  know  how  much  money  this  company  ex- 
pended in  this  contract;  how  many  millions? 

Col.  Hawkins.  I  do  not  have  my  reports  here.  At  one  place  I  had 
some  indication  that  they  spent  $4,000,000  on  increased  facilities. 

Mr.  Jefferis.  That  is,  they  had  spent  that  up  before  you  stopped 
them? 

Col.  Hawkins,  Yes,  sir, 

Mr.  Jefferis.  Now,  that  was  for  what;  do  you  know! 

Col,  Hawkins.  I  do  not  remember  the  details  of  it  now.  A  great 
'deal  of  machinery,  and  some  buildings. 
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Mr.  Jefperis.  And  you  do  not  know  how  many  more  millions  they 
spent  working  on  this? 

Col.  Hawkins.  No ;  I  do  not. 

Mr,  Jefferis.  Who  can  tell  ust 

Col.  Hawkins.  The  Chicago  disbursing  officer. 

Mr.  Jeffqiis.  Who  is  he! 

Col.  Hawkins,  I  do  not  remember  now;  they  change  them  so  often. 

Mr.  Jefferis.  He  is  out  there? 

Col.  Hawkins.  Yes;  you  can  get  him  there. 

Mr.  Graham.  How  many  of  these  carriages  were  finished  after 
March  2, 1919? 

Col.  Hawkins.  That  is  a  matter  of  hearsay;  no  carriage  had  been 
completed  until  about  February,  and  the  200- — 

Mr.  Graham  (int«rposing).  When  were  the  deliveries  stopped 
finally ! 

Col,  Hawkins.  Deliveries  were  completed,  as  I  understand  it, 
about  the  1st  of  June,  and  the  carriages  taken  away,  and  proofs  filed. 

Mr.  Graham.  Has  any  construction  ever  been  made  by  your  de- 
partment or  the  Judge  Advocate  General's  Department,  under  the 
act  of  March  2,  1919,  whether  it  means  "  completion  of  contracts,"  or 
an  informal  contract? 

Col.  Hawkins.  Yes;  that  was  taken  up  by  the  Judge  Advocate 
General's  Office  and  the  Comptroller  of  the  War  Department  and  the 
War  Department  Claims  Board,  and  we  made  a  somewhat  arbitrary 
ruling  that  no  money  should  be  paid  on  a  claim  made  after  June  30, 
1919. 

Mr.  Graham.  Why  after  June  30? 

Col.  Hawkins.  The  claims  must  be  filed  before  June  30,  1919; 
and  there  isn't  anything  in  the  act  that  fixes  any  other  date, 

Mr.  Graham.  No;  the  act  says  "that  is  completed  and  accepted 
by  the  Government." 

Col.  Hawkins.  I  beg  your  pardon;  as  I  remember  the  act  says 
the  claims  may  be  filed  for  work  done  or  undertaken,  some  such 
words,  prior  to  the  12th  of  November,  1918,  and  then  the  next  date 
is  the  date  of  June  30;  that  the  claims  must  be  filed  before  June  30, 
1919. 

Mr.  Graham.  Well,  the  language  of  the  statute  is,  as  I  remember 
it,  "delivered  to  or  accepted  by  the  Government.  Now,  has  your 
department  construed  that  delivery  to  or  accepted  by  the  War  De- 
partment at  the  time  of  the  armistice,  or  at  the  signing  of  the 
armistice? 

Col.  Hawkins,  Before  and  after.  On  commitment  orders  placed 
prior  to  November  12. 

Mr.  Graham.  So  that  if  the  contract  has  been  made  before  the 
signing  of  the  armistice,  in  your  judgment  you  can  take  deliveries 
on  it  right  up  to  the  30th  of  June? 

Col.  Hawkins.  Yes;  in  a  few  cases  ^ 
would,  occur  after  the  30th  of  June  we  sig 
required  the  contractor  to  file  a  claim  u 
for  evervthing  done  prior  to  the  30th  of  Ji 

Mr.  (Graham.  As  I  observe,  where  you 
pleted  after  the  act  of  March  2,  in  mat 
contract  ? 
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Col.  HAWKisa.  If  we  expected  the  deliveries  to  ran  beyond  Jane 
30, 1919,  we  made  &  new  contract  for  the  work  after  that  date.  We 
did  that  in  a  number  of  orders  on  optical  instruments. 

Mr.  Graham.  Well,  then  you  expect  them  to  file  claims  nnder 
that  act? 

Col.  Hawkins.  We  expect  them  to  file  claims  for  everything  done 
up  to  June  30,  1919. 

Mr.  Gkahah.  And  then  from  that  time  on  they  will  have  to  b& 
covered  by  other  provisions? 

Col.  Hawkins.  Yes,  Ear. 

Mr.  Graham.  In  how  many  cases  have  you  done  that! 

Col.  Hawhins.  \ot  many.  I  think  about  25  contracts;  princi- 
pally for  optical  goods. 

Mr.  Graham.  Do  you  know  about  the  contract  value  of  those 
contracts  t 

Col.  Hawkins.  It  was  not  very  large. 

Mr.  Graham.  Did  you  do  that  by  virtue  of  any  ruling? 

Col.  Hawkins.  Yes;  the  ruling  of  the  War  Department  Claims 
Board. 

Mr.  Graham.  In  other  words,  you  concluded  that  if  you  needed 
more  material  that  by  virtue  of  that  act  of  March  2  you  could  con- 
tinue the  life  of  this  contract  by  making  new  contracts! 

Col.  Hawkins,  I  did  not  quite  get  that. 

Mr.  Graham.  Well,  I  don't  know  that  I  have  made  myself  plain. 
But  let  us  assume  a  case:  Now,  you  had  a  contract  that  is  going 
to  call  for  the  completion  of  300  gun  carriages  of  a  certain  type 
and  thev  are  not  finished  by  the  time  the  armistice  is  signed  and 
not  finished  at  the  time  of  the  act  of  March  2,  1919,  went  into  effect, 
permitting  settlement  of  these  informa]  contracts;  and  this  is  an 
informal  contract,  we  will  assume,  and  have  200  completed  up  to 
the  30th  of  June  and  100  not  completed.  But,  in  order  to  avoid 
the  ruling  of  the  Judge  Advocate  General,  which  says  they  must 
be  completed  before  the  30th  of  June,  you  make  a  new  contract  to 
cover  the  100  uncompleted? 

Col.  Hawkins.  That  is  correct. 

Mr.  Graham.  Where  are  you  going  to  get  the  money  to  pay  for 
those! 

Col.  Hawkins.  We  have  unexpended  appropriations — not  fiscal 
appropriations — but  when  the  fiscal  appropriations  ended  on  the 
80th  of  June  we  still  had  some  sums  unallotted  or  imexpended  under 
certain  appropriations.  You  did  not  revoke  any  unexpended  or  un- 
allotted funds. 

Mr.  Graham.  You  say  there  are  25  of  those  contracts! 

Col.  Hawkins.  I  am  not  very  sure. 

Mr.  Graham.  On  optical  goods? 

Col.  Hawkins.  Principally  on  optical  instruments. 

Mr.  Graham.  Some  of  them  still  effective  and  manufacturing 
going  on,  and  some  of  them  not! 

Col.  Hawkins.  Yes,  sir. 

Mr.  Graham.  Do  you  recall  any  specific  instances? 

Col.  Hawkins.  I  think  the  Spencer  Lens  Co,  are  still  working  on 
some  for  the  Artillery,  and  I  think  the  Holt  Manufacturing  Co,  is 
still  working  on  some  special  material  for  the  Tank  and  Tractor 
Division.    I  can  not  think  of  any  others,  sir. 
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j»ir.  Jefferis.  Did  the  Judge  Advocate  General  give  his  opinion 
in  writing  1 

Col.  I&WKIN8.  No,  sir;  I  am  not  entirely  sure  about  that.  It 
came  throurii  to  me  as  an  order  of  the  War  Department  Claims 
Board,  and  I  had  discussed  the  matter  with  some  members  of  that 
board  and  they  said  they  had  a  representative  of  the  judge  advocate 
present  and  also  had  a  representative  of  the  comptroller  present. 

Mr,  Garbett.  When  did  they  have  this? 

Col,  Hawkins.  I  think  in  May,  as  I  recollect;  my  orders  came 
through  about  the  10th  to  the  15th  of  May  of  this  year. 

Mr.  Jefferis.  Then,  so  far  as  vou  know,  there  has  never  been  a 
written  opinion  by  the  Judge  Advocate  General  as  to  what  claims 
should  be  taken  care  of  under  this  act  of  March  21 

Col.  Hawkins.  I  assume  that  he  had  given  an  opinion  to  the  War 
Department  Claims  Board. 

Mr.  Jefferis.  You  assumed  that  he  had? 

Col.  Hawkins.  Yes,  sir. 

Mr.  Jefferis.  Who  would  know  thatt 

Col.  Hawkins.  Somebody  in  that  office,  and  I  can  find  out  from  the 
recorder. 

Mr.  Grauah.  Have  you  a  copy  of  the  War  Department  order? 

Col.  Hawkins.  Yes ;  I  can  send  you  a  copy  of  the  order. 

Mr.  Graham.  I  wish  you  would  send  a  copy  of  it  so  that  it  can  be 
inserted  here  in  the  record. 

(The  order  referred  to  was  afterwards  furnished  by  Col.  Hawkins 
and  is  here  printed  in  full,  as  follows;) 

Wab  Department, 
Office  of  the  Chief  of  Okdnanc-e, 

Waghington,  October  18,  1919. 
Hon.  WnxiAM  J.  Gkaham, 

Hov»e  of  Rejyreteniativex. 

SIt  Dear  Mb.  Gbaham  :  At  your  meetlnj!  yesterday  you  requested  information 
as  to  the  authority  to  nialce  any  pnyments  for  goods  delivered  or  seri'ices  per- 
formed subsequent  to  March  2.  1919,  If  the  deliveries  were  made,  or  the  sen-ices 
were  performed  under  the  terms  of  an  informal  contract  coming  wittiln  the 
provisions  of  the  act  of  March  2, 1919.  You  questioned  the  propriety  of  luakiuK 
payments  under  such  Informal  contracts  after  March  2.  1910. 

This  question  was  considered  by  the  War  Department  Claims  Board  and  In 
the  office  of  the  Director  of  Finance.  I  am  forwarding  a  copy  of  Finance  Cir- 
cular No.  72.  dated  May  26,  1919,  which  contains  excerpts  from  resolutions  -of 
the  War  Department  Claims  Board  adopted  May  9  and  May  13.  You  will  notice 
that  the  disbursing  officers  were  instructed  to  pay  vouchers  for — 

"  Completed  articles,  work,  or  services  delivered  under  fixed-price  agreements 
which  are  not  executed  In  the  manner  prescribed  by  law  and  which  have  not 
been,  or  are  not  to  be,  terminated.  These  payments  may  cover  both  completed 
articles,  work,  or  services  heretofore  deliver^  and  those  which  may  hereafter 
be  delivered  at  any  time  before  June  30,  1919." 

On  page  4  of  the  same  circular  you  will  find  a  copy  of  a  resolution  of  the  War 
Department  Claims  Board  which  in  effect  contemplates  payment  for  deliveries 
I>etween  March  2,  1919,  and  June  30,  1919.  This  resolution  contemplates  the 
making  of  new  contracts  for  future  deliveries  contemplated  after  June  30.  1919. 
The  resolution  seems  to  contemplate  a  payment  for  deliveries  prior  to  June  30, 
1919,  under  the  terms  of  the  informal  contract  pieced  prior  to  the  12th  of 
November,  1918. 

The  War  Department  Claims  Board  under  date  of  June  2,  1919,  submitted  a 
memorandum  to  the  Ordnance  Office  suggesting  a  form  of  clause  to  be  used  In 
formal  contracts  made  to  cover  articles  to  be  delivered  after  Jnne  15.  1919.  in 
cases  where  the  delivery  of  the  articles  provided  for  In  an  agreement  which  was 
not  executed  In  the  manner  prescrll)ed  by  law.  A  copy  ot  IMs  memorandum  la 
herewith  forwarded.  ~ 
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Bod.  Wu.  H.  Or4HAM. 

In  Jice  with  the  resolution  of  the  War  Department  Claims  Poard  the  Ord- 
nance Office  Issued  a  Bo-callcd  Office  Order,  No.  683,  which  cod teiti plated  ptiy- 
meDt  In  the  r^ular  way  upon  vouchers  for  articles  delivered  prior  to  June  15, 
1919,  although  the  deliveries  were  contfrnplated  In  an  Informal  contract.  ThU 
office  order  directed  the  execution  of  formal  contracts  for  deliveries  i-equlred 
subsequent  to  June  15,  1910. 

I  am  Inclosing  a  copy  of  this  office  order. 
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FiSANCE  Sbbvice, 
Office  of  the  Dibkctor  op  Finance, 

Washington.  May  29,  1919. 
Finance  Circular  No.  72. 
Subject :  Payment  for  articles  delivered   and  work  and  services  performed 

on  informal  fixed  price  and  cost  plus  contracts. 

1.  The  following  resolutions  of  the  War  Department  Claims  Board,  iidopted 
aiay  9  and  13,  1919,  relating  to  payments  for  articles  delivered  and  work  and 
services  performed  on  informal  Bxed  price  and  cost  plus  contracts,  are  pub- 
lished for  the  Information  and  guidance  of  those  concerned: 

"  Resolved,  That  In  the  opinion  of  this  board  where  performance  has  been 
made  under  contracts  not  executed  in  the  manner  prescribed  by  law  and  pay- 
ments required  by  the  terms  of  the  contract  have  been  made.  It  Is  unnecessary 
for  formal  claims  to  be  presented  or  awards  made  under  the  act  of  March  2, 
1919,  with  reference  to  such  [layments.  In  the  event,  however,  that  at  any 
time  It  should  be  held  that  such  payments  were  Improperly  made  because  of 
Informality  In  the  execution  of  said  contracts,  the  voDChers  presented  for  said 
payments  shall  be  given  the  same  force  and  effect  as  claims  presented  under 
the  act  of  March  2,  1919." 


"Reaolvei,  1.  The  War  Department  Claims  Board  hereby  finds  that  where 
articles,  work,  or  services  are  delivered  to,  and  accepted  by,  the  United  States 
pursuant  to  any  fised-prlce  agreement  which  was  not  executed  In  the  manner 
prescribed  by  law,  and  which  Is  within  the  act  of  Congress  of  March  2,  1919, 
(which  agreements  are  hereinafter  called  "Informal  agreemi-nts  "),  the  pay- 
ment, adjustment  and  discharge  of  that  agreement  on  a  fair  and  equitable 
basis  will  include.  In  addition  to  such  amounts,  if  any,  as  may  l>e  allowed  on 
account  of  the  suspended  or  terminated  portion  of  such  agreement,  if  a  portion 
thereof  was  suspended  or  terminated,  tlie  payment  tor  the  articles,  work,  or 
services  delivered  and  accepted  at  the  price  and  on  the  terms  speciBed  in  such 
informal  opreenient,  less  such  deductions  for  delinquencies,  advances,  or  other 
causes  as  would  hove  been  made  had  such  agreement  been  executed  In  the 
manner  prescribed  by  law. ' 

"  2,  Disbursing  oflicers  are  hereby  autliorlaed  and  Instructed  to  pay  for  articles, 
work,  or  services  delivered  and  accepted  imder  any  such  inri)rmiil  flseil-prlce 
agreement  at  the  price  and  Iti  accordance  with  the  terms  of  such  nt;reeinent,  but 
In  mnkln$!;  such  payments  deducllons  mu.st  be  made  fur  delinquencies,  advances, 
or  other  causes  to  the  same  extent,  and  in  Uie  same  manner,  as  If  by  the  agree- 
ment had  been  executed  In  the  manner  preticrlbed  by  law. 

"3.  The  foregoing  payments  must  be  limited  strictly  to  articles,  work,  or 
services  actually  delivered  and  accepted  under  any  such  Informal  fixod-price 
agreement,  and  must  Include  nothing  on  any  claims  for  compensation  on 
account  of  that  portion  of  any  such  informal  agreement  which  may  have  been 
suspended,  terminated,  or  canceled.  Claims  for  compensation  on  the  uncom- 
pleted portion  of  any  such  informal  agreement  must  be  fixed  by  a  specific  award 
of  the  Wor  Department  Claims  Board,  and  may  be  paid  only  on  such  awards. 

"  4.  No  informal  agreement  is  within  the  act  of  Congress  of  March  2,  1919, 
unless  it  was  matle  between  April  6, 1917,  and  November  12, 1918,  by  an  officer  or 
agent  acting  under  the  authority,  direction,  or  instruction  of  ttie  Secretory  of 
War  or  of  the  President,  and  unless  It  was  performed  In  whole  or  in  part,  or 
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erpendltnres  were  made  or  obligations  IncuiTed  upon  the  faltli  of  the  agreement 
prior  to  Noveinber  12,  1918. 

"The  foregoing  resolution  shall  not  be  constmed  to  authorise  payments  where 
the  defectively  executed  contracts,  excessive  or  unlawful  purchase  order  or  pro- 
curement order  was  made  subsequent  tol  November  11, 1918. 

"  5.  In  addition  to  the  weekly  reports  furnished  by  finance  manaiiers  and  dis- 
bursing otHcers  to  the  settlements  division,  office  of  the  Director  of  Finance,  the 
officers  now  furnishing  such  reports  shall  also  furnish  weekly  reports  of  all  pay- 
ments made  In  accordance  with  the  terms  of  this  resolution.  Said  reports  will 
show: 

"(«)  The  name  of  the  contractor, 

"(6)  The  number  of  the  Informal  contract,  purchase  order,  or  procurement 

"(c)  The  date  of  the  Informal  contract,  purchase  order,  or  procurement 
order. 

"(d)  The  kind  of  article,  work,  or  service  delivered. 

"(e)  The  unit  price  or  other  terms  of  payment  named  In  the  Informal  contract, 
purchase  order,  or  procurement  order. 

"{f)  The  amount  of  payment. 

"{g)  Statement  whether  payment  Is  the  finul  payment  under  the  Informal 
contract,  purchase  order,  or  procurement  orde"". 

"(ft)  Statement  whether  any  portion  of  t lie  Informal  contract,  purchase  order, 
or  procurement  onler  has  been  suspended  or  terminated. 

"(j)  Total  of  all  previous  payments  made  under  the  Informal  contract,  pur- 
chase order,  or  procurement  order. 

"(/)  Total  amount  of  deductions  for  delinquencies,  advances,  or  other  causes 
made  under  the  Infonnal  contract,  purchase  order,  or  procurement  order. 

"  6,  Appropriate  blanks  will  be  furnished  to  finance  officers  for  these  reports. 

"  7.  Attention  of  all  zone,  district,  and  bureau  claims  boards  Is  directed  to  the 
provisions  of  Supply  Circular  No.  17,  Revised,  which  provides  that  where  prior 
to  final  award  payments  for  articles,  work,  or  services  have  already  been  made 
the  amount  of  such  payments  must  be  stated  In  the  award.  The  ainomit  so 
stated  as  having  been  paid  must  correspond  with  the  amounts  of  payments  as 
furnished  by  finance  managers  and  disbursing  officers  to  the  claim  board." 


"Resolved,  1.  The  War  Department  Claims  Board  hereby  Bads  that  where 
expenditures  are  made,  obligations  or  liabilities  Incurred,  or  work  or  services 
performed  or  rendered  under,  and  pursuant  to,  the  terms  of  any  cos^plus 
agreement  which  was  not  executed  in  the  manner  prescribed  by  law,  and  which 
Is  within  the  act  of  Congress  of  March  2,  1919  (which  agreements  are  herein- 
after called  "  Informal  cost-plus  agreements "),  the  payment,  adjustment, 
and  discharge  on  a  fair  and  equitable  basis  of  such  informal  cost-plus  agree- 
ments win  Include  reimbursement  and  remuneration  fo[  exp^dltures  properly 
made,  obligations  or  liabilities  properly  Incurred,  and  work  or  services  properly 
rendered  or  performed  In  accordance  with  the  terms  of  said  agreement. 

"2.  Disbursing  officers  are  hereby  authorized  and  directed  to  make  payments 
of  all  Items  of  cost,  and  of  remuneration  therefor,  provided  for  under  the 
terms  of  such  informal  cost-plus  agreements,  which  are  approved  by  the  cost 
accounting  officers  of  the  bureau  administering  the  settlement  of  such  InformnT 
cost-plus  agreements :  Provided,  That  no  such  payment  shall  be  made  under 
any  such  Informal  cost-plus  agreement  after  May  30,  1919.  unless  or  until  a 
statement  of  claims  has  been  presented  by  the  contractor  and  a  Form  C  cer- 
tificate of  such  Informal  cost-plus  agreement  has  been  duly  executed,  all  as 
provided  In  said  Supplj-  Circular  No.  17,  Aevlsed:  Provided  further.  That 
final  payments  under  such  informal  cost-plus  agreements  shall  be  withheld  untlt 
a  specific  award  In  the  form  provided  for  under  Supply  Circular  No.  17,  Revised, 
has  been  made  In  the  manner  provided  for  In  said  circular." 


"  Whereas  It  appears  that  under  certain  contracts  not  executed  In  the  manner 
prescribed  by  law,  deliveries  will  be  required  hereafter  for  the  use  of  the 
Army,  and 

"  Whereas  It  is  Important  that  all  contracts  under  which  the  War  I 
ment  In  operating  should  be  execuleil  In  the  manner  prescrlbetf  ' 


.^.Mgk 


1870  WAS  EXPEKDITUBES. 

"Be  U  rciotved.  That  supply  bureaus  are  directed  to  make  as  speedily  sa 
practicable,  an  examination  of  all  Inforinal  contracts  on  which  deliveries  are 
still  being  made,  and  where  deliveries  will  extend  beyond  June  15,  to  take 
Immediate  stops  to  enter  Into  new  contracts  as  to  future  deliveries.  Such 
contracts  may  be  made  and  executed  on  any  date  prior  to  June  SO,  1919.  Where, 
however,  the  contractor  will  not  make  a  new  contract  for  future  deliveries  on 
terms  as  advantageous  to  the  Government  as  tliose  of  the  outstanding  Informal 
contract,  payment  should  continue  to  be  made  for  articles,  work,  and  services 
delivered  and  accepted  In  accordance  with  the  terms  of  the  Informal  contract, 
but  the  attention  of  the  contractor  sliould  be  called  to  the  fact  that  no  payment 
can  be  made  on  sucb  Informal  contracts  except  for  articles,  work,  and  services 
actually  delivered  by  the  contractor  and  accepted  by  the  United  States." 

2.  Ttie  term  "  agreement  not  executed  In  the  manner  prescribed  by  law " 
Includes  every  agreement  which  is  not  signed  at  the  foot  thereof  by  the 
contractor,  and  by  the  contracting  officer  who  Is  named  In  the  body  of  the 
contract,  excepting  that  the  term  does  not  include  purchase  orders  or  pro- 
curement orders  which  are  to  be  performed  within  60  days  and  are  within 
the  monetary  amount  by  regulation  of  the  bureau  which  issues  same. 

3.  If  the  agreement  Is  In  the  form  of  an  original  agreement  and  one  or  more 
supplemental  agreements,  then  the  contract  is  not  executed  In  the  manner 
prescribed  by  law  unless  both  the  oristnal  agreement  and  every  supplemental 
agreement  Is  signed  at  the  foot  thereof  by  the  contractor,  and  by  the  con- 
tracting ofllcer  who  Is  named  In  the  body  of  the  contract 

4.  The  term  "agreement  not  executed  In  the  manner  prescribed  by  law," 
therefore,.  Includes  the  following  typical  kinds : 

<a)  Proxy  signed  contracts,  I.  e.,  contracts  where  one  contracting  officer 
Is  named  In  the  body  of  the  contract,  as  for  example,  "  A.  B.,  Major,  Contract- 
ing Ofllcer,"  and  the  contract  Is  signed,  "A.  B.,  Major,  by  C  D.,  Captain," 
and  the  "  Captain  "  actually  does  the  signing. 

(b)  Excessive  purchase  orders  and  procurement  orders,  L  e.,  purchase 
orders  and  procurement  orders  in  an  amoimt  In  excess  of  that  allowed  by 
the  regulations  of  the  bureau  Issuing  the  same, 

(c)  Purchase  orders  or  procurement  orders  which  are  not  to  be  performed 
within  60  days  and  exceed  $500'  In  amouut. 

(d)  Agreements  which  are  evidenced  only  by  letters,  telegrams,  or  informal 
memoranda. 

(e)  Verbal  agreements. 

it)  Agreements  which,  by  the  terms  thereof,  are  to  be  performed  prior 
to  the  date  of  the  agreement. 

(0)  'VaUd,  properly  signed  agreements  which  are  subsequently  amended  or 
changed  by  verbal  or  Improperly  signed  agreements,  or  by  letters  or  tele- 
grams, provided  that  the  change  affects  the  terms  and  conditions  or  price 
of  the  article  originally  contracted  for,  excepting  where  the  original  agree- 
ment specifically  provides  for  the  making  of  such  changes,  as  for  example, 
provisions  for  changes  In  specifications,  design,  etc. 

The  classification  incfuded  In  this  paragraph  (g)  does  not  include  valid 
agreements  In  connection  with  which  additional  or  other  article  are  ordered 
In  that  case,  there  Is  one  valid  agreement  for  the  original  articles,  and  a 
separate  Independent  agreement  for  the  additional  articles 
*w'*'J^  .'1?'"'$?^"*'°  '""'  excessive  purchase  orders,  attention  Is  directed  to 
the  fart  that  Purchase  and  Storage  Notice  No.  16  does  not  Increase  the  monetary 
amount  which  can  be  covered  by  a  valid  purchase  order 

6.  One  pjmwse  of  the  resolution  and  general  award  of  the  War  Department 
tflalma  board,  quoted  above,  Is  to  ratify  and  confirm  payments  heretofore  or 
hereafter  madeby  disbursing  offlcera  for  finished  articles  or  work  deUvered 
In  accordance  with  the  terms  of  Informal  agreements 

7.  finance  managers  and  disbursing  officers  are  already  making  two  forms  of 
weekly  reports  on  settlement  of  contracts.  The  "  Form  1 "  report  covers  pay- 
"p  1.  o^f ^  ^^  settlement  is  effected  by  a   supplemental  agreement  t    the 

*orm  ^  report  covers  the  payments  where  the  settlement  Is  effected  bv  an 
award  under  the  act  of  Congress  of  March  2.  1919.  In  addiUon  thereto  finanw 
managers  and  disbursing  officers  will  furnish  "  Form  8 "  and  " Form'  4"  ^ 
^^^,^°  *w  se"l«^'°ent8  division.  Office  of  the  Director  of  Finance,  Munitions 
Building.  Washington,  D.  C,  from  Ume  to  time  as  completed,  and  in  no  case 
Inter  than  June  30,  1919.  ^ 
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8.  "  Form  3  "  reports  will  cover  paj'inentB  under  agreements  which  have  not 
1)een  executed  In  the  manner  prescribed  b;  law  where  the  following  three  fea- 
tarei  are  all  present : 

(a)  The  agreement  shall  be  within  the  act  of  Congress,  I.  e.>  It  shall  have 
been  made  between  April  6,  191T,  and  November  12,  1918,  and  a  parttal  per- 
formance or  expenditure  on  account  of  perfonnance  ^all  have  been  made  prior 
to  November  12,  1918. 

(b)  The  agreement  shall  not  have  been  canceled,  terminated,  or  snspended. 

(c)  Some  payment  for  finished  articles,  work,  or  services  furnished  nnder 
the  agreement  shall  have  been  made  on  or  after  March  2,  1919. 

9.  The  reports  which  shall  be  furnished  shall  show: 

(1)  The  name  of  the  contractor. 

(2)  The  date  of  the  contract,  order,  or  other  document  on  which  delivery 
was  made. 

(3)  The  numbn-  of  the  contract,  order,  or  other  document  on  which  de- 
livery was  made.  If  the  delivery  was  on  a  letter  of  award,  or  on  correspondence 
which  had  no  number,  state  the  nnmber  of  the  parchase  authorization. 

(4)  The  character  of  the  document  on  which  delivery  was  made;  for  ex- 
ample, proxy  contract,  excessive-purchase  order,  letter  of  award.  Schedule  A, 
correspondence,  etc, 

(5)  The  type  of  article  or  articles  covered  by  the  contract,  order,  or  other 
document  on  which  delivery  was  made.    This  shall  be  a  general  description 

(6)  The  quantity  of  the  article  or  articles,  as  for  example,  SOO  dosen,  or  200 
pounds,  100  tons,  etc. 

(7)  The  unit  price. 

(5)  The  total  contract  price. 

(9)  Payments  made — these  shall  be  subdivided  as  follows: 
(a)  Payments  prior  to  Uarcb  2,  1919. 

(6)  Payments  on  or  after  March  2,  1919, 

(10)  Statement  whether  the  last  payment  was  or  was  not  flnaL 

10.  "  Form  4  "  retorts  will  cover  payments  under  agreements  which  were 
not  executed  In  the  manner  prescribed  by  Law  where  the  following  features 
are  all  present: 

(a)  The  agreement  shall  be  within  the  act  of  Congress,  1.  e..  It  shall  have 
been  made  between  April  6,  1917,  and  November  12,  1918,  and  a  partial  per- 
formance or  expenditure  on  acconnt  of  performance  shall  have  been  made 
prior  to  November  12,  1918. 

(6)  The  contract  shall  have  bo«i  suspended,  terminated,  or  reduced,  and  a 
spedflc  award  shall  not  as  yet  have  bwn  made  thereon. 

(c)  Some  payment  for  finished  articles,  work,  or  services  furnished  under 
the  agreement  shall  have  been  made  on  or  after  March  2, 1919. 

In   each  of  these  cases  a  spedflc  award  will  be  made  In   the  future. 

11.  For  the  purpose  of  furalshlng  an  additional  check  and  additional  In- 
formaton  to  the  boards  which  make  awards,  disbursing  offlcem  shonld.  In 
"  Form  4  "  reports,  set  out : 

(1)  The  name  of  the  contractor. 

(2)  The  nnmber  of  the  agreemait 
(8>  The  date  of  the  agreement. 

(4>  The  total  amount  of  money  paid  nnder  the  agreement 

12.  In  view  of  the  foregoing  provisions,  disbursing  officers  may  pay  vouchers 
ft»r: 

(a)  Completed  articles,  work,  or  services  delivered  nnder  fixed-price  agree- 
ments which  are  not  execnted  In  the  manner  prescribed  by  law  and  which 
have  not  been,  or  are  not  to  be,  terminated.  These  payments  may  cover  both 
completed  articles,  work,  or  services  heretofore  delivered,  and  those  which 
may  hereafter  be  delivered  at  any  time  before  June  30,  1919. 

(6)  Completed  articles,  work,  or  services  deliver^  under  fixed  price  airree- 
mente  which  are  not  executed  In  the  manner  prescribed  by  law,  and  which  have 
been  terminated,  to  the  extent  that  such  completed  articles,  work,  or  servtces 
have  not  as  yet  been  paid  (or. 

13.  The  procedure  established  nnder  paragraph  7  hereof  may  also  be  followed 
In  connection  with  Informal  cost-plus  aii:reem«its.  with  tbls  exception ;  No  pay- 
ment shall  be  made  after  May  30, 1919,  unless  and  until  a  "  Form  A  "  claim  sjtf 
a  "  Form  C  "  certificate  shall  be  on  file  In  connection  with  the  Infonna>  - 
ment  under  which  payment  is  requested.    Disbursing  officers  ar'> 
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recelv)>  proof  that  sucb  dalmn  and  certiBcatfe  are  on  flie  before  making  pay- 
ments on  Informal  cost-plus  aRreemenbi  after  May  30,  1919. 

14.  Attention  Is  directeil  to  tlie  fact  that  every  payment  of  tbe  kiod  herein- 
above described  n'hlch  Is  omitted  from  the  reports  may  be  the  subject  matter 
of  suspension.  The  act  of  Congress  of  March  2.  1019,  provides  that  the  Swre. 
tary  of  War  shall  report  to  ConKresa  at  the  beRlnnlng  of  Its  nest  session  follow- 
ing June  30,  1919,  u  Uetalted  statement  showing  tlie  nature,  terms,  and  condi- 
tions of  every  agreement  not  executed  In  the  manner  prescribed  by  law  whlcb 
he  has  paid,  adjusted,  and  discharged,  and  the  payment  or  adjustment  thereof. 

15.  The  "  Form  3  "  report  referred  to  in  this  circular  is  to  be  uiied  as  a  basis 
for  the  report  which  the  Secretary  of  War  will  make  with  respect  to  agreements 
not  executed  in  the  manner  prescribed  by  law  which  have  been  completely  per- 
formed and  on  whlcii  any  payment  has  been  made  subsequent  to  the  date  when 
the  net  of  Congress  went  Into  effect.  Therefore  the  report  states,  first,  the  name 
of  the  contractor,  date,  and  number,  for  purpose  of  IdentiUcatlon ;  second,  the 
kind  of  article,  quantity,  unit  price,  and  total  contract  price,  to  show  the  nature, 
terms,  and  conditions;  and,  Anally,  the  payments  made,  to  show  the  adjustment 
and  discharge. 

16.  The  aext  purpose  of  "  Form  3  "  report  is  to  procure  data  so  that  a  general 
statement  and  report  can  be  made  for  the  use  of  the  audltc»-  to  show  what 
agreements  are  covered  by  the  general  award,  and  If  desirable,  a  further  con- 
firmatory award  can  be  made.  Tlie  strictest  attention  must  be  eierclsed  to  see 
that  every  transaction  referred  to  In  this  circular  Is  Includol  within  the  reports. 

H.  M.  T^BD, 
Brigadier  General,  Director  of  Finance,  Vtilted  States  A-rmy^ 
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divisions  thebbonj. 

Was  Depabtucni, 
Office  of  thb  Chiep  of  Obdwauck, 

Waehington,  May  It,  1919. 

1.  The  manufacturing  divisions  are  directed  to  ascertain  promptly  which  of 
their  Informally  executed  contracts  cover  deliveries  or  performance  which  will 
or  may  extend  after  June  15.  Immediate  steps  will  be  taken  by  such  manu- 
facturing divisions  to  enter  Into  new  formally  executed  contracts  for  all  future 
production,  or  performance.  Such  contracts  may  be  made  and  executed  on  any 
date  prior  to  June  30,  1919.  Where  the  contractor  will  not  make  a  new  contract 
on  terms  as  advantageous  to  tbe  Qovcrnment  as  those  of  the  existing  informal 
contract,  payment  will  continue  to  he  made  for  articles,  work,  and  services  de- 
livered and  Bciepted  In  accordance  with  the  terms  of  the  Informal  contract. 
The  attention  of  the  contractor  will  be  called  to  the  fact  that  no  payment  can 
be  made  under  such  Informal  contract  except  for  articles,  work,  and  services 
actually  delivered  by  the  contractor  and  accepted  by  the  United  States. 

2.  The  manufacturing  divisions  are  directed  to  notify  all  their  contractors 
having  Informal  cost  or  cost-plus  agreements  that  after  May  30,  1919,  no  pay- 
ments will  be  made  on  vouchers  unless  and  until  a  statement  of  claim  has  been 
presented  by  the  contractor  and  a  Form  "  C  "  cerllllcate  of  such  Informal  agree- 
ment has  been  duly  executed  In  accordance  with  the  provisions  of  Claims  Board 
Circular  No.  50,  and  further,  that  final  payments  under  such  Informal  agree- 
menta  will  be  withheld  until  a  statutory  award  in  the  form  provided  In  Claims 
Board  Circular  No.  61  has  been  made  In  tbe  manner  provided  tor  In  said 
circular. 

W.  8.  PBaCE, 
Brigadier  General,  Ordnance  Department,  United  State!  Army, 

Acting  Chief  of  Ordnanve. 
Official : 

W.  \V.   OlBSO.N. 

Colonel.  Ordnance  nciinrtincnt,  Vnitcit  Slatc»  Amiv. 
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JCTTIE  2,  1919. 
FroDi :  Standing  committee.  War  Department  Claims  Boartl. 
To:  Ordnance  OfHce,  Administration  Division,  Advisory  Section.     (Attention 

Lieut.  Col.  J.  R.  Deiafleld.) 
Subjett :  Clauses  for  formal  contracts  to  take  tbe  place  of  Infonoal  contracts. 

1.  The  followliiK  clause  iti  suggested  for  use  In  formal  contracts  made  to 
cover  articles  to  be  delivered  after  June  15  In  cases  wliere  the  deliverj'  of  the 
articles  was  orlglnally  provided  for  In  an  agreement  which  was  not  executed 
In  the  manner  prescribed  by  law : 

"  The  Secretary  of  War  will  proceed,  upon  the  flllng  of  an  appropriate  etate- 
mont  of  claim  by  the  contractor  under  the  provisions  of  the  act  of  March  2, 
1919,  entitled  'An  act  to  provide  relief  In  cases  of  contracts  coanected  with  the 
prosecution  of  the  war.  and  for  other  purposes,'  to  adjust,  pay.  and  discharge 
the  Informal  afcreement.  For  the  purpose  of  muklng  such  ndjustnient,  payment, 
or  discharge  the  total  units  of  said  Informal  nfixeement  shall  be  deemed  to  be 
the  numtier  of  units  specified"  therein  and  tlie  canceled  portion  shall  be  arrived 
at  by  subtracting  from  the  said  total  number  of  units  the  units  actually  deliv- 
ered under  the  canceled  agreement  plus  the  units  to  tw  delivered  under  this 
contract.  The  execution  of  this  contract  shall  not  relieve  or  In  any  way  be 
construed  to  relieve  the  contractor  front  the  assessment  and  deduction  of 
liquidated  damages  which  may  have  accrued  or  have  been  incurred  under  the 
said  Infornial  agreement,  nor  shall  the  execution  of  this  contract  affect  any 
right  of  the  contractor  to  secure  appropriate  extensions  of  time  for  deliveries, 
allowances  for  delays,  or  refund  of  liquidated  damages  heretofore  deducted. 
For  the  purpose  of  determining  the  assessment  of  llqnidatecl  damages  hereto- 
fore or  hereafter  accruing  the  dates  of  or  the  time  prescribed  for  deliveries  in 
said  Informal  agreement  stiaii  be  the  dates  of  delivery.  Uncompleted  material' 
and  work,  and  also  raw  material  and  components  parts  remaining  from  tlie  satd 
informal  agreement  shall,  so  far  as  practicable,  be  nsed  and  finished  in  the- 
Items  or  parts  of  items  or  work  herein  agreed  to  t>e  made  or  done." 

Standtho  CoififHTKE. 
By  Wm.  H.  Davis,  Chairman. 
(And  thereupon,  at  5.20  o'clock  p.  m.,  the  committee- adjourned. )• 
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SUDCOMMITTEE  Xo.  5    (OrONANCE) 

OF  THE  Select  CoMMrrrBE  on 

ESFENDITDSES  IN  THE  WaR  DEPARTMENT, 

HoDSE  or  Eepresentativbs, 
Chicago^  III,  Monday,  October  SO,  1919. 
The  committee  met  in  the  assembly  room  of  the  Illinois  Trust  & 
Saving  Bank  Building,  Chicago,  111.,  pursuant  to  call  of  the  chair- 
man, Hon.  William  J,  Graham  (chairman)  presiding.    Also  present: 
Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 

Mr,  Graham.  Gentlemen,  I  think  we  will  proceed.  Mr.  Miller,  I 
believe  we  will  examine  jou  first. 

TESTIHONT  OF  HB.  CHARLES  K.  lOLLES,  SITPEBVISOS  OF  COST 
ACCOTrNTDTO  OF  CHICAGO  SISTBICT  OBSNABCE  OFFICE. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Ghabam.  Mr.  Miller,  what  is  your  full  name! 

Mr.  Miller.  Charles  R.  Miller. 

Mr.  Graham.  "Where  do  you  live,  Mr.  Miller? 

Mr.  MniER.  In  Chicago. 

Mr.  Graham.  Been  your  home  for  some  years  t 

Mr.  MuxER.  I  was  Bom  here;  yes,  sir. 

Mr.  Graham.  Have  you  in  recent  years  been  employed  by  the  Gov- 
ernment in  any  capacity! 

Mr.  MnxEB.  Yes,  sir. 

Mr.  Graham.  In  what  capacity? 

Mr.  Mnj^ER.  Accountant  in  charge  of  the  cost-sccounting  section 
from  January  17,  1917 ;  and  in  May,  1917,  I  was  made  supervisor  of 
the  Chicago  district  cost  accounting. 

Mr.  Graham.  During  that  time,  and  from  that  time  to  this,  has 
that  been  your  official  position  1 

Mr.  Miliar.  Yes,  sir. 

Mr.  Graham.  That  is,  you  have  had  charge  of  the  cost  accounting 
in  the  Chicago  district! 

Mr.  MiUiES.  In  the  Chicago  district;  yes,  sir. 

Mr.  Graham.  In  the  Chicago  district  for  the  Ordnance  Depart- 
ment! 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  As  accountant  have  you  had  anything  to  do  with 
the  claims  of  the  Otis  Elevator  Co.  and  the  Standard  Steel  Car  So. ! 

Mr,  Miller.  Indirectly.  At  the  Standard  Steel  Car  Co.  we  have 
an  accountant  in  charge  under  me,  and  the  same  is  true  at  the  Otis 
Elevator  Co.  When  the  accounts  of  the  Standard  Steel  Car  Co.  are 
presented  an  accountant  there  does  the  auditing  as  much  as  he  can; 
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Mr.  Blakey  did  that  as  mucli  as  he  could.  I  did  not  do  any  of  the 
auditing  myself,  but  I  supervised  it. 

Mr.  Graham.  Have  you  ever  been  at  the  plant  at  Hammond  ? 

Mr.  MiiiLEB.  Yes,  sir. 

Mr.  Graham.  How  frequently  do  you  go  out  there? 

Mr.  MnxEK.  I  would  go  out  every  two  or  three  months,  or  oftener, 

Mr.  Graham.  Were  you  familiar  with  the  bookeeping  in  the  office^ 
as  to  the  disbursements  and  receipts  of  money  in  that  plant? 

Mr,  Miller.  Yes,  sir, 

Mr.  Graham.  What  amount,  Mr.  Miller,  was  allotted  by  the  Ord- 
nance Department  to  carry  that  particular  plant,  do  vou  know  ? 

Mr.  Miller.  I  have  forgotten  exactly  what  the  original  allotment 
was,  but  I  can  find  out. 

Mr.  Graham.  Do  you  know  what  the  total  allotments  were? 

Mr.  Miller.  I  have  forgotten  that.  I  can  find  that  out.  I  have 
the  expenditures. 

Mr.  Graham  Tell  us  now  the  expenditures  that  have  been  made. 
Are  your  items  in  your  statement  ? 

Mr.  Miller.  Total  expenditures,  $17,282,428.88 — seventeen  million 
two  hundred  eighty-two  thousand  four  hundred  twenty-eight  dollars 
and  eighty-eight  cents,  paid  in  the  plant.  The  direct  materials — if 
you  want  these  figures  I  can  give  you   a  copy  of  the  statement. 

Mr.  Graham.  Y'ou  can  give  them  to  us  and  then  give  a  copy  to  the 
reporter  so  that  he  may  check  them. 

Mr.  Miller.  Direct  materials,  is  $000,282.69 ;  factory  overhead  ex- 
pense, $152,325.49;  administrative  and  general  expense,  $100,091.72; 
special  purchases,  $1,459,067.65,  maning  a  total  of  $2,401,767.55. 
Incident  to  that  amount  I  might  say  that  before  the  Chicago  district 
office  was  estabhshed,  Washington  handled  these  vouchers,  and  that 
was  paid  in  Washington  by  the  finance  manager.  After  the  Chicago 
district  was  established,  that  was  paid  by  our  own  finance  manager, 
and  we  paid  as  follows : 

Direct  material,  $7,133,530.08;  direct  labor,  $1,119,369.17;  factory 
overhead  expense,  $2,157,082.73;  administrative  and  general  expense, 
$478,338.76;  special  purchases,  $2,275,073.69;  claims,  said  contracts 
paid  to  dat«,  $894,435.45;  interest,  $64,844.65,  and  profit,  $800,000; 
a  total  of  $14,880,661.33;  that,  together  with  the  amount  paid  by  the 
Washington  office  totals,  $17,282,428.88. 

Mr.  Graham.  When  was  the  last  payment  made  on  that,  Mr. 
Miller! 

Mr.  Miller.  I  could  not  say  when  the  real  money  was  paid  in 
Washington,  because  it  has  been  our  habit  to  voucher  the  amount  out 
and  send  them  to  Washington  to  the  finance  man. 

Mr.  Graham.  At  the  time  the  settlement  was  made  with  the  Stand- 
ard Steel  Car  Co.,  were  there  still  some  unvouchered  amounts  for 
materials  furnished? 

Mr.  Miller.  Yes;  some  three  or  four  hundred  thousand  dollars. 

Mr.  Graham.  Do  you  know  whether  vouchers  had  been  issued  for 
any  of  those  amounts? 

Mr.  Miller.  Y"es.  sir;  vouchers  are  being  issued  right  along,  and 
will  be  as  long  as  they  are  O.  K'd, 

Mr.  Gr.\ham.  There  was.  then,  that  nmount  due  when  the  final 
award  was  signed  and  given  to  this  company? 
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Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  And  when  they  cashed  their  final  check? 

Mr.  Miller.  Yes,  sir;  those  amounts  are  still  going  through, 
■whether  they  will  be  paid  by  the  Washington  finance  manager  I  do 
not  know. 

Mr.  Graham.  Under  the  system  of  mnking  those  awards,  the 
award  is  considered  a  settlement,  and  when  they  get  their  check  that 
is  ordinarily  considered  settled^ 

Mr.  Miller.  Yes,  sir ;  that  is,  but  whether  it  is  in  this  case  or  not, 
I  do  not  know. 

Mr.  Graham.  I  observe  some  peculiar  language  in  this  award ;  it 
appears  to  me  as  peculiar;  I  do  not  know  whether  it  is  in  the  others 
or  not  I  want  to  ask  you  about  it.  Paragraph  4  of  the  exhibit 
attached  to  the  award  as  made  by  the  Chicago  district  ordnance  office 
reads  as  follows : 

The  settlement.  In  accordance  n'ith  the  foregoing  findings,  subject,  how- 
«Ter,  to  the  approval  of  the  ordnance  claims  board,  shall  be  In  full  settlement 
■at  any  and  all  claims  or  demands  In  law  or  In  equity  which  the  contractor. 
Its  successors,  representatives,  agents,  or  assigns,  has  or  may  have  growing  out 
of  or  Incident  to  the  contract  hereinabove  mentioned,  nnd  such  atttlement 
shall  constitute  a  complete  termtnallon  of  every  question  of  clafms,  legal  or 
«qultable,  liquidated  or  unliquidated,  pertaining  to  or  growing  out  of  said  con- 
tract, except  tkat  all  articles  or  work  delivered  and  accepted  heretofore  under 
and  la  pursuance  of  the  original  contract  nnd  not  yet  paid  Tor  stiall  be  paid  for 
In  accordance  with  the  provialona  of  sold  original  contract. 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  Xow,  that  final  proviso  in  there,  I  presume,  justifies 
the  awards  for  former  materials? 

Mr.  Miller.  Yes,  sir;  that  is  the  reason  we  are  passing  those 
through. 

Mr.  Graham.  Did  you  ever  know  of  that  language  in  any  other 
award? 

Mr.  Miller.  I  am  not  very  familiar  with  the  awards. 

Mr.'GRAHAM.  Did  you  ever  see  that  in  any  award  before? 

Mr,  Miller.  No,  sir. 

Mr.  Graham.  Do  you  know  who  put  it  in  there? 

Mr.  Muler.  No,  sir. 

Mr.  Graham.  Now,  Mr.  Miller,  that  particular  exhibit  that  I 
have  read  from  is  a  part  of  the  files  in  the  Chicago  district  board, 
isn't  it  ? 

Jlr,  Miller.  I  believe  so;  yes,  sir. 

Mr.  Graham.  Do  you  have  there  a  copy  of  the  full  award  that 
was  made  for  the  Chicago  district  board  ? 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  I  wish  you  would  furnish  the  reporter  a  copy  of 
the  award  in  full,  with  all  exhibits,  so  that  if  it  is  not  already  incor- 
porated in  our  records  it  may  be  incorporated  at  this  place. 

Mr,  Miller.  I  think  it  is  complete. 

Mr,  Graham.  You  do  not  know  how  that  came  to  be  put  in  there? 

Mr.  Miller.  I  do  not. 

Mr.  Graham.  Who  drew  that? 

Mr.  MnXER.  I  don't  know.  The  cost  accountants,  when  the  report 
goes  to  the  ordnance  claims  board  we  washed  our  hands  of  it.  We 
are  vary  technical  in  our  audit,  and  the  claims  board,  when  they  get 
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reports  of  the  cost  accountants  and  the  investigating  conunittee,  they 
take  all  their  information  together.  When  we  decide  on  die  over- 
head of  the  cost  accounting  section,  they  take  it,  because  that  is  our 
business.    They  seldom  question  an  overhead. 

Mr.  Graham.  Up  to  the  signing  of  the  armistice,  had  any  car- 
riages been  produced  on  this  contract  at  the  Hammond  plant? 

Mr.  Miller.  I  think  there  was  one.    I  am  not  certain. 

Mr.  Graham.  Was  it  finished  i 

Mr.  MitiER.  I  could  not  say  with  accuracy  on  that. 

Mr.  Graham.  Now,  I  want  to  go  into  the  matter  to  some  extent  of 
the  claims  of  the  Standard  Steel  Car  Co.  that  there  were  a  great  many 
delays  that  occasioned  a  loss  of  considerable  time  to  them  in  this 
work.  Do  you  know  anything  about  that,  so  that  you  can  go  over  it 
from  the  l>eginning  and  give  us  some  historical  statement  of  the 
delays  in  the  plant? 

Mt.  Miller.  Well,  there  is  more  or  less  delays  in  all  plants;  just 
how  extensive  it  was  in  the  Standard  Steel  Car  Co.  is  not  in  my  de- 
partment. 

Mr.  Gbaham.  Who  would  be  able  to  give  us  information? 

Mr.  Miller.  The  production  office;  the  man  speeding  the  produc- 
tion was  the  man  posted  on  that. 

Mr.  Graham.  Do  you  know  whether  the  entire  amount  of  $17,- 
000,000  and  some  odd  dollars  that  you  have  mentioned,  was  actually 
expended  by  this  company? 

Mr.  Miller.  Yes,  sir;  we  know  that,  because  we  see  their  can- 
celed checks  and  vouchers,  and  would  not  pay  them  a  cent  unless 
they  had  spent  the  money.    That  is  the  only  way  we  could  do  under 
the  law,  and  under  the  rules. 
'    Mr.  Graham.  Had  it  been  up  to  the  signing  of  the  armistice? 

Mr.  MiLLEB.  Oh,  yes ;  we  never  pay  anything  they  do  not  spend. 

Mr.  Graham.  So  that,  before  you  paid  them  anything  you  re- 
quired them  to  show  that  the  entire  amount  had  been  expended  that 
they  had  had  up  to  that  time? 

Sir.  Miller.  Yes,  sir. 

Mr.  Graham.  I  find  in  looking  over  the  files  which  have  been  fur- 
nished us  by  Col.  Hughes,  a  telegram  dated  September  26,  1919,  and 
signed  by  fierce,  Army  agents.  It  is  addressed  to  the  Chicago  dis- 
trict claims  board,  that  the  Standard  Steel  Car  Co,  owes  the  Gov- 
ernment principle  $905,628.09,  and  interest  thev  owe  $151,945.97. 
That  is  interest  figured  up  to  September  9, 1919.  Maj.  Goodacre  sug- 
gests we  do  not  take  these  figures  into  consideration  in  settlement 
contract,  and  that  he  will  make  full  deductions  with  interest  owed 
from  date  when  settlement  contract  has  been  approved  by  Washing- 
ton and  voucher  goes  to  him  for  payment.  Do  you  know  anything 
about  that? 

Mr.  Miller.  That  is  the  first  time  I  had  heard  of  it. 

Mr.  Graham.  This  telegram  can  go  into  the  record  at  this  place. 

(The  telegram  referred  to  is  as  follows:) 

WAaHinoTON,  D.  C,  September  SG.  1919. 
Mr.  R.  H.  Mansfield, 

Secretary  Chicago  Diilrict  Claims  Board,  Chicago,  III. 
Standard  Steel  Car  Go.  owes  GoverDment  principal  $905,628.09,  tn  interest 
they  owe  $151,94G.BT.    This  Interest  figures  to  September  9,  IB19.    MaJ.  Good- 
sere  suggests  we  do  not  take  these  flgures  Into  conaiderntlon  In  settlement  con- 
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tract  and  tbat  he  will  make  full  deductions  wltb  toterest  owed  Iron  date  when 
Gettlement  contract  has  been  approved  by  Washington  and  voucber  goes  to  blm 
for  payment. 

Wkstsstxlt  Piebck, 

tBltS  Annv  Ordnance. 

Mr.  Grabam.  This  telegram  is  sent  by  Pierce,  Army  Ordnance,  to 
S.  H.  Mansfield,  secretary  Chicago  district  claims  board.  Do  you 
know  anything  about  thati 

Mr,  Miller.  I  don*t  know  anything  about  it. 

Mr.  Gkahah.  Do  you  know  whether  tiie  Government  did  owe  the 
Standard  Steel  Car  Co.  anvthing  in  interest? 

Mr.  MiLLEB.  We  owed  tnem  interest  for  money,  but  I  do  not  see 
how  it  could  be  the  other  way, 

Mr.  Graham.  This  money  that  was  paid  to  the  Standard  Steel 
Car  Co.  from  time  to  time,  was  it  all  used  for  labor  or  materials  for 
car  special  facilities! 

Mr.  Miller.  It  was  all  used  in  those 

Mr.  Gbabau  (interposing).  What  part  was  used  in  special  fa- 
cilities t 

Mr.  Miller.  The  amount  in  Bpecial  facilities  was,  from  Wash- 
ington, $1,459,067.65 ;  that  was  before  the  Chicago  district  was  estab- 
lished. 

Mr.  Gbahah.  Do  you  know  what  that  was  fori 

Mr.  Mtt.t.ttb,  For  buildings  and  machinery. 

Mr.  Graham.  Did  you  ever  see  the  buildiuj^ ! 

Mr.  Miu£R.  Oh,  yes. 

Mr.  Graham.  How  large  were  the  buildings  that  were  built  out 
there! 

Mr.  Mtt.i.tib  Very  large;  they  have  a  big  plant  out  there. 

Mr.  Graham.  Do  you  know  how  much  was  paid  for  them  alto- 
gether! 

Mr.  Miller.  The  sum  of  those  two  amounts  [indicating]. 

Mr.  Graham.  How  much  do  they  aggregate! 

Mr.  MTT.T.m),  $^4,000,  in  round  figures. 

Mr.  Graham.  The  Standard  Ste«l  Car  Co.  have  those  buildingSr 
and  are  using  them,  are  they! 

Mr.  Miu£R.  Yes,  sir. 

Mr.  Graham.  They  are  located  at  Hammond,  Ind.,  and  are  a  part 
of  their  plant! 

Mr.  Miller.  Yes,  sir. 

Mx.  Graham.  Are  they  such  buildings  as  can  be  used  for  their 
puntoses! 

Mr.  Miller.  They  purchased  them.  There  are  two  mdes,  the  com- 
mercial side  and  the  ordnance  side;  that  is  where  the  Goremment 
spent  the  money. 

Mr.  Graham.  Do  you  know  anything  about  the  settlement  of  this 
claim,  by  having  personal  contact  with  it! 

Mr.  Miller.  When  Mr.  Blakey  sent  in  his  report,  I  read  it, 
naturally,  and  it  went  up  to  the  claims  board  as  his  report,  and  then 
it  was  entirely  up  to  the  claims  board  what  they  did  with  it. 

Mr.  Gbahau.  Did  you  check  over  these  various  items  Mr.  Blakey 
had  mentioned  to  see  whetiier  in  your  judgment  it  was  correct  or 
not!  ... 
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Mr.  MnAXB.  Yes;  but  you  see  it  is  very  vague  in  many  ways;  he 
«aid,  "  This  item  can  be  verified,  and  this  item  not,"  and  so  on. 

Mr.  Gr&ham.  I  want  to  call  your  attention  to  these  items  seriatim. 
In  the  first  place,  item  A,  under  Schedule  VI  of  the  Chicago  award. 


"  Carrying  charges  during  period  of  nonproduction,  $99,000."  Now, 
■in  your  judgment,  Mr.  Muler,  was  that  a  proper  charget  Was  ther- 
any  such  thing  as  a  carrying  charge  during  the  period  of  nonprodui 


tion  that  was  properly  chargeable  to  the  Government? 

Mr.  Miller.  I  do  not  see  that  wording  here  opposite  the  $99,000. 

Mr.  Graham.  It  is  a  copy  of  the  award  I  have  here,  of  the  Chicago 
District  Claims  Board,  the  very  first  item — item  A,  under  No.  VI. 

Mr.  Miller,  Well,  as  far  as  that  $99,000  goes,  there  would  pos- 
sibly be  an  item  of  the  carrying  charge  during  the  nonproductive 
j)eriod. 

Mr.  Graham.  How  could  there  be  a  carrying  charge  during  the 
j>eriod  of  nonproduction  when  the  Government  was  paying  all  the 
expenses  and  had  taken  it  over  entirely  ?  As  auditor  and  accountant, 
would  you  say,  under  ordinary  circumstances  a  charge  like  that 
would  be  proper? 

Mr,  MnjxR.  This  does  not  refer  to  the  money  we  paid.  The  money 
is  paid  100  per  cent;  but  they  would  have  a  carrying  charge  on  get- 
ting into  production  which  was  absorbed  on  getting  mto  production, 
and  we  had  the  plant  100  per  cent.  This  must  be  lor  getting  under 
production  from  the  commercial  business;  that  is  why  it  is  in  the 
-claim.  If  the  claim  had  been  ordnance — on  the  ordnance  side — wo 
'Would  have  paid  that 

Mr.  Graham.  What  is  a  carrying  charge? 

Mr.  Miller.  It  might  be  admini^rative  and  overhead 

Mr.  Graham  (interposing).  The  Government  paid  all  that. 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  What  else  would  it  bet 

Mr.  Miller.  It  could  have  been  paid  on  the  commercial  side. 

Mr.  Graham.  Why  should  it  be? 

Mr.  Miller.  That  is  something  I  could  not  answer, 

Mr.  Graham.  Well,  do  you  think  it  should? 

Mr.  Miller.  If  tliey  suffered  a  loss  on  the  carrying  charges. 

Mr.  Graham.  If  you  liire  a  company  to  make  some  goo(£  for  you, 
■and  they  are  at  tlie  same  time  in  another  factory  making  something 
else,  it  "is  hardly  justifiable  for  you  to  pay  a  carrying  charge  for 
tliat  on  some  goods  that  they  are  making. 

Mr.  Miller.  The  contract  is  that  you  can  not  penalize  them  in 
any  way.  Now,  if  you  do  not  pay  that  you  would  be  penalizing  then 
in  a  commercial  operation. 

Mr.  Graham,  Why? 

Mr.  Miller.  I  don't  know  why. 

Mr.  Graham,  Why  do  you  tliink  it  would  penalize  them? 

Mr.  Miller.  A  man  might  use  his  commercial  organization  in 
such  a  way  that  he  could  not  get  it  back  in  the  contract,  especially 
if  he  only  manufactured  a  cei-tain  number  of  units,  and  if  he  was 
going  to  make  quite  a  good  tnany  units  it  would  penalize  him, 

Mr.  Graham.  State  that  again. 

Mr.  Miller.  A  contractor  gets  a  contract  for  1,000  units,  we  will 
say ;  the  armistice  comes  along  and  you  cancel  the  contract  after  lie 
has  made  200  and  you  have  penalized  him. 
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Mr.  Graham.  But  the  law  is,  under  which  this  ccmtract  is  settled^ 
that  he  is  not  entitled  to  prospective  profits,  but  only  for  such 
money  as  is  due  him  for  what  he  liad  already  done. 

Mr.  MiLLES.  Very  true- 
Mr.  Graham.  Now,  under  an  oral  contract,  tell  us  how  you  justify 
this.  I 

Mr.  Miller.  I  do  not  justify  it  under  the  beading  of  anticipated 
profits,  but  under  the  headinf;  of  damage. 

Mr.  Graham.  What  damage? 

Mr.  Miller.  Damage  to  his  commercial  business. 

Mr.  Graham.  How  would  it  damage  his  commercial  business? 
Let  IIS  see  how  you  get  at  that. 

Mr.  MuxEB.  A  part  of  his  plant  is  used  for  Government  work. 
He  is  ordered  to  take  the  machinery  out  of  there  and  throw  it  on 
the  other  side. 

Mr.  Graham.  Ordered  to  do  so?    He  takes  the  contract. 

Mr.  Miller.  He  takes  it  with  the  anticipation  of  finishing  a 
thousand  units,  and  he  says.  "  If  I  finish  a  thousand  units  I  will 
make  the  net  profit  to  offset  that  loss."  Then  you  cancel  his  con- 
tract and  therebypenalize  him. 

Mr.  Graham.  Tnen  it  all  resolves  itself  in  the  end  to  the  fact 
that  you  think  he  is  losing  profits  that  he  might  have  made  and 
thereby  he  is  losine  profit,  which  is  a  just  charge  and  is  justifiable? 

Mr.  Mn-rr-H,  I  think  a  charge  where  he  can  show  he  is  damaged 
is  justifiable.  Hot  in  the  sense  of  anticipative  profits,  because  you 
have  cut  those  off  by  cancelling  the  contract. 

Mr.  Graham.  You  can  not  arrive  at  any  conclusions  that  he  is 
entitled  to  that  except  in  view  of  the  fact  that  he  lost  profits  that 
he  might  otherwise  have  made,  can  you  ? 

Mr.  Miller.  No;  he  can  show  you — of  course,  the  anticipated 
profits  are  not  chargeable;  we  know  that  But  if  he  can  show  you 
damages  on  account  of  the  loss  of  his  commercial  business  I  think 
you  can  pass  it  on  account  of  the  damage. 

Mr.  Graham.  Did  you  O.  K.  this? 

Mr.  Miller.  I  did  not;  no,  sir. 

Mr.  Graham.  Do  you  want  to  say  to  this  committee  now,  that  you 
O.  K.  the  items  of  this  claim? 

Mr.  Miller.  No,  sir. 

Mr.  Graham.  Wellj  this  $99,000;  that  is,  the  carrying  charge;  do 
you  say  to  the  committee  that  that  is  justifiable,  as  an  accountant? 

Mr,  Miller.  The  $99,000  I  never  audited.  I  do  not  know  whether 
it  ought  to  be  $99^000  or  $900,000. 

Mr.  Graham.  Do  you  know  whether  anybody  else  has  ever  aud- 
ited it? 

Mr.  Miller.  Mr.  Blakey's  report  is  here,  and  states  what  he 
audited  on  the  contract. 

Mr.  Graham.  Do  you  say  he  audited  that? 

Mr.  Miller.  I  was  trying  to  find  that  here  [referring  to  papers]. 
No,  Mr.  Blakey  did  not  audit  that.  The  items  Mr.  Biakey  was  to 
took  into  and  audit  are  those  marked  with  a  cross,  or  X;  this  is 
with  a  chedt.  Here  is  tlie  original  paper,  I  think  [referring  to 
papers].  I  think  every  item  marked  with  an  X  he  was  supposed 
to  look  into  and  give  an  opinion  on,  but  the  ones  marked  with  a 

check,  he  was  not  supposed  to  look  into;  so  this  is  arbitrary 
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Mr.  Graham  (interposing).  Now,  let  us  take  the  next  item.  We 
called  you  first  because  we  knew  you  were  the  accountant  in  charge, 
and  we  wanted  to  get  as  much  information  as  we  can  out  of  this. 

Unabsorbed  administrative  expenses,  $261,251.45.  I  understand 
all  these  items  were  agreed  to  by  Col.  Hughes,  Who  had  the  prin- 
cipal charge,  Mr.  Mil^r,  of  tlie  negotiation  of  this  settlement^ 

Mr.  Miller.  The  claims  board^why,  not  really  the  claims  board; 
Col.  Hughes  is  the  man  that  this  claim  was  given  to  to  settle. 

Mr.  Graham.  Do  you  know  how  long  he  was  working  at  itt 

Jlr.  Miller,  Two  or  three  weeks,  I  think;  maybe  longer  than  that. 

Mr.  Graham.  Did  he  ask  the  assistance  of  you  or  the  other  ac- 
countants in  investigating  this  matter? 

Mr.  Miller,  In  no  way,  until  he  gave  us  this  sheet  with  the  items 
marked  X  for  us  to  look  into,  and  he  gave  that  to  Mr.  Blakey  in 


Mr.  Graham.  And  called  liis  attention  to  the  particular  items, 
and  asked  him  to  examine  them,  did  he? 

Mr.  Miller.  Yes ;  to  get  his  report.     Mr.  Blakey's  report  is  here. 

Mr.  Graham.  Yes;  we  have  the  report,  which  I  assume  is  the 
identical  report  that  you  refer  to ;  it  was  given  to  us  in  Washington. 

Mr.  Miller.  Yes;  you  see,  Mr.  Blakey's  report  is  not  a  real  report, 
because  he  says  these  items  can  be  verified,  or  not  be  verified. 

Mr.  Graham.  I  assume  when  he  says  "verified"  he  means  that 
if  he  had  the  figures  he  could  tell? 

Mr.  Miller,  Yes;  can  tell  whether  it  is  approximately  correct. 

Mr.  Graham.  But  he  does  not  mean  that  it  is  correct? 

Mr.  Miller.  No,  sir, 

Mr.  Graham.  Tliat  is  not  the  meaning? 

Mr.  Miller.  Noj  sir;  absolutely  not. 

Mr.  Graham.  Did  you  look  into  this  matter  of  unabsorbed  adminis- 
trative expenses  any  yourself? 

Mr.  Miller.  I  did  not ;  no,  sir. 

Mr.  Graham.  Do  you  know,  as  a  matter  of  fact,  whether  the  ad- 
ministrative expenses  of  this  company  were  vouchered  and  paid 
theretofore  ? 

Mr.  Miller.  The  administrative  expenses  are  figured  up  in  Butler, 
the  head  office  of  the  company,  and  we  satisfied  the  company  they 
were  getting  all  that  was  coming  to  them  on  that. 

Mr.  Graham,  You  went  down  there,  did  you,  with  Mr.  Blakey, 
did  you? 

Mr.  Miller.  Mr,  Blakey  went  down  there  two  or  three  times 
togetlier  with  the  officials  of  the  Standard  Steel  Car  Co.  I  believe 
J,  B,  Nicholson  was  working  on  that  too.  But  tlie  administrative 
expense  was  paid.    Here  is  the  sheet.    [Referring  to  paper.] 

Mr.  Graham,  When  was  that  last  visit? 

Mr.  Miller,  It  was  some  time  ago ;  I  should  say  five  or  six  months 
ago,  that  the  administrative  expense  was  agreed  upon  between  our 
men  and  the  Standard  Steel  Car  Co. 

Mr.  Graham.  It  was  after  the  work  was  finished  out  there,  was  it? 

Mr.  Miller,  Yes;  that  is,  after  the  armistice  was  signed. 

Mr.  Graham.  Do  you  know  whether  the  work  was  finished  on  the 
carriages  or  not  ? 

Mr.  Miller.  I  could  not  tell  you  whether  that  date  coincides  with 
that  date  or  not. 
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Mr.  Graham.  Do  you  know  when  that  work  was  finished ! 

Mr.  MnjxR.  When  the  last  of  the  200  carriages  were  finished  t 

Mr.  Gkahah.  Yes. 

Mr.  MiLLEH.  I  could  not  give  3'ou  the  actual  date  on  that.  I  can 
find  out. 

Mr.  Graham.  ^Iien  Mr.  Blakey  returned  was  a  voucher  drawn 
for  this  two  hundred  and  some  odd  thousands  of  dollars  for  thisi 

Mr.  Miller.  You  mean,  did  we  pay  that? 

Mr.  Graham.  Yes. 

Mr.  Miller.  We  oaid  during  the  life  of  the  contract.  According 
to  the  agiTement  with  the  Standard  Steel  Car  Co.  they  would  affect 
this  amount;  I  haven't  got  the  exact  figures. 

Mr.  Graham,  That  agreement,  I  assume,  was  never  reduced  to 
writing! 

Mr.  Miller.  It  was  not  reduced  to  writing;  we  saw  them  do  that 
in  all  plants.  We  get  together  with  the  auditor  and  agree  on  tho 
administrative  and  overhead  expense,  and  agree  on  our  part  of  it, 
and  pay  it  with  a  voucher. 

Mr,  Graham.  Did  you  ever  have  any  correspondence  with  them 
about  this  particular  voucher? 

Mr.  Miujni.  Not  personally. 

Mr.  Graham.  Do  you  know  whether  there  is  any  in  the  filest 

Mr,  Miller.  I  think  we  can  find  copies  of  letters  written  by  Mr. 
Blakey  to  their  Mr.  Fletcher,  their  auditor. 

Mr.  Graham.  An  acknowledgment  of  the  receipt  of  the  voucher! 

Mr,  Miller.  No  ;  there  would  not  be  any  receipt  for  the  voucher. 
Our  representatives  practically  run  that. 

Mr.  Graham.  If  you  can  find  any  letter  written  by  Mr,  Blakey  to 
the  Standard  Steel  Car  Co.,  I  wish  you  would  give  it  to  the  reporter 
for  the  record. 

Mr.  Miller.  All  right. 

(No  letters  or  data  were  furnished  to  the  reporter  in  response  to 
this  request  for  the  record.) 

Mr.  Graham,  Is  it  your  idea,  then,  that  that  was  paid! 

Mr.  MiujtR.  It  is  m^  idea  that  it  was  paid. 

Mr.  Graham,  And  it  is  your  idea,  then,  that  this  item  of  $261,251.45 
is  not  justified? 

Mr.  Miller.  Not  in  my  estimation, 

Mr.  Graham.  Now,  the  next  item : 

Ten  p«r  cent  on  worked  direct  material,  labor  and  overhead,  $^6,394.05. 

That  particular  item,  I  assume,  is  based  entirely  on  work  that  was 
done  on  materials,  is  it  not,  Mr.  Miller,  as  the  10  per  cent  that  was 
supposed  to  be  allowed  them  for  profit  on  this  work  that  had  been 
done  and  not  accepted? 

Mr.  Miller.  Well,  the  10  per  cent  on  all  claims — 10  per  cent  is 
allowed  on  work  in  process  and  5  per  cent  on  the  work  outside. 

Mr.  Graham.  In  other  words,  they  were  given  $4,000  a  carriage 
for  the  ones  they  had  completed,  or  $800,000,  and  in  addition  the  board 
thought  it  right  to  allow  them  10  per  cent  on  their  partially  worked 
materials  ? 

Mr,  Miller.  Yes,  sir. 

Mr.  Graham.  Now,  do  you  know  whether  anybody  ever  cheeked 
that  amount  to  see  whether  that  was  work  on  $6,563,940  worth  of 
materials  ?  ^^^^^^ 
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Mr.  MnxER.  No,  sir. 

Mr.  Graham.  Well,  do  you  know  how  that  item  was  arrived  ati 
Now,  if  that  is  10  per  cent,  of  course  the  original  amount  is  the 
amount  that  I  have  stated — six  and  a  half  million  dollars,  approxi- 
mately. Now,  who  knows  whether  that  amount  of  work  had  been 
done  on  materials! 

Mr.  Miller.  I  dont  know. 

Mr.  Graham.  I  am  told — I  think  Mr.  Blakey  testified  to  that — 
that  that  amount  should  have  been  approximately  ^50,000;  that,  as 
a  matter  of  fact,  the  worked  materials  were  a  very  great  deal  less 
than  the  amount  that  is  stated  here.  Now,  do  you  Know  whether 
Mr.  Blakey  ever  checked  that? 

Mr.  Miller.  He  has  never  checked  it.  He  states  here  that  it  can 
be  checked  to  see  whether  it  is  correct.  And  that  figure  would  be  on 
a  basis  of  $6,000,000. 

Mr.  Graham.  Did  Col.  Hughes  ask  for  his  opinion  on  that  matterf 

Mr.  Miller.  Yes;  he  gave  his  opinion  right  here  in  the  fourth 
paragraph  of  his  letter. 

Mr.  Jefferir.  That  is,  Mr.  Blakey  does! 

Mr,  Miller.  Yes,  sir, 

Mr.  Graham.  You  can  not  give  us  any  light  on  that,  then! 

Mr.  Miuj:r.  Absolutely  not,  unless  there  is  an  audit  made  of  it. 

Mr.  Graham.  And  so  far  as  you  know  there  has  been  none! 

Mr.  Miller,  No,  sir;  not  to  my  knowledge. 

Mr.  Graham.  Take  the  next  item,  "  Unabsorbed  cost  of  prepara- 
tion of  plant.  $60,000."  Has  there  been  any  unabsorbed  cost  or  prep- 
aration of  the  plant? 

Mr.  Miller.  May  I  ask  what  it«m  that  is! 

Mr,  Graham.  Item  D. 

Mr,  Miller.  That  is  a  round  figure ;  that  has  never  been  audited, 
to  my  knowledge. 

Mr.  Graham.  Was  not  the  cost  for  the  preparation  of  the  plant 
paid  for  by  the  Government  from  time  to  time? 

Mr.  Miller.  Yes;  on  the  Ordnance  side  we  paid  for  everything. 

Mr.  Graham.  Item  E  is.  "  Additional  cost  of  passenger-car  work 
done  in  freight  shop,  $467,184.51." 

What  do  you  have  to  say  about  that,  Mr.  Miller,  as  to  the  correct- 
ness of  that  claim! 

Mr,  Miller.  That  amount  has  never  been  aadited. 

Mr.  Graham,  Nobody  knows,  so  far  as  yon  can  tell,  whether  that  is 
a  proper  item  or  not! 

Mr.  Miller.  No,  sir. 

Mr.  Graham.  Well,  is  it  a  proper  item,  anyhow,  as  an  accountant, 
now,  to  charge  for  the  additional  cost  of  passenger-car  work  done 
in  their  freight  shop! 

Mr.  Miller.  Why,  if  it  is  an  amount  that  they  can  show  that  they 
were  damaged,  I  should  say  it  would  be  allowed,  to  a  certain  extent ; 
if  it  is  a  damage  proposition.  Whether  they  were  penalized  to  the 
amount  of  $467,000  is  a  matter  that  can  not  be  cleared  up  until  an 
audit  is  made  to  show  whether  the  figures  are  correct  or  incorrect. 

Mr.  Graham.  How  could  this  claim  have  been  properly  allowed, 
Mr.  Miller,  without  an  audit,  anyhow,  and  arrive  at  any  correct- 
ness of  conclusion? 

Mr.  Miller.  I  don't  know.  I 
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Mr.  Grahah.  Do  you  think  it  was  possible  to  do  sof 

Mr.  MuXER.  I  do  not;  no,  sir. 

Mr.  Graham.  Now,  here  is  another  item,  "  Expense  of  transferring 
car  machinery  to  freight  shop,  $17,140.77." 

Mr.  Garrett.  Excuse  me,  Mr.  Chairman,  I  did  not  exactly  under- 
stand Mr.  Miller's  response  to  your  other  question.  Do  you  mean, 
Mr.  Miller,  to  sav,  "  I  do  not  know,  sir,"  or  do  you  mean  to  say,  "  I 
do  not;  no,  sir"? 

Mr.  Miller.  I  mean  to  say  it  should  be  audited. 

Mr.  Graham.  "  Expense  oi  transferring  car  machinery  to  freiglit 
sliop,  $17,140.77."    Had  that  already  been  paid? 

Mr.  Miller.  So;  that  was  an  amount  they  stood  to  pay  for  re- 
moving the  machinery  to  the  other  side.  In  my  judgment  that  is  a 
correct  charge. 

Mr.  Graham.  The  next  item  is,  "Unabsorbed  operating  losses  to 
June  30,  1919,  on  hot«l  dormitory  and  dormitory  dinmg  room, 
$40,926.99."    Was  that  ever  audited? 

Mr.  Miller.  It  was  never  audited,  but  I  was  asked  in  regard  to 
that  by  Col.  Hughes ;  in  regard  to  the  dormitory  and  the  losses  on  the 
Lyndora  Hotel,  and  as  long  as  the  Ordnance  men  were  living  there, 
and  also  the  Standard  Steel  Car  Co.  men,  I  suggested  that  we  divide 
the  losses  between  the  Standard  Steel  Car  Co.  and  the  Government; 
it  was  in  my  judgment  a  legitimate  charge.  It  is  a  welfare  proposi- 
tion. There  is  no  hot«l  there.  As  to  the  donriitoiy,  that  is  within 
the  plant;  that  is  for  the  officers  of  the  Standard  Steel  Car  Co.  I 
did  not  pass  any  opinion  on  that,  because  I  was  not  asked. 

Mr.  Grahah.  Do  you  have  any  opinion  about  it  now  ? 

Mr.  Miller.  I  would  say  it  was  a  conunercial  proposition  pure  and 
simple. 

Mr.  Graham.  Well,  do  you  know  whether  this  company  ever  asked 
any  authority  from  the  Government  to  build  this  hotel? 

Mr.  MnxEH.  I  can  not  tell  you  that.  That  would  be  a  matter  for 
the  production  officer  to  answer. 

Mr.  Graham,  Is  there  anyone  here  who  does  know  about  it? 

Mr.  Miller.  I  think  Maj.  Bayliss  or  Mr.  Vail,  either  one  could 
tell. 

Mr.  Graham,  I  have  been  told  that  the  request  was  made  of  the 
Government  to  build  this  hotel  and  they  refused  to  do  so. 

Mr.  Miller.  I  don't  know. 

Mr.  Graham.  You  don't  know  anything  about  that? 

Mr.  Miller.  No,  sir, 

Mr.  Graham.  Do  you  know  how  expensive  a  hotel  it  was! 

Mr.  Miller,  I  should  think  it  has  150  rooms,  more  or  less. 

Mr,  Graham.  Do  you  know  how  much  it  cost! 

Mr.  Miller.  I  can  not  tell  you  the  exact  cost,  I  think  they  figured 
about  $150,000 ;  whether  it  cost  that  I  do  not  know. 

Mr.  Graham.  Is  the  company  still  using  it! 

Mr.  Miller,  The  company  are  running  it,  and  the  employees  of  the 
Standard  Steel  Car  Co.  are  using  it;  they  have  been  using  it  until 
recently;  whether  they  have  moved 

Mr.  Graham  (interposing).  How  soon  after  they  started  to  build 
these  carriages  did  they  start  to  use  this  hotel  for  ordinary  com- 
mercial puiposes! 

li^^naw^Jhftfar  as  using  it  in  that  way  I  don't  know. 
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Mr.  Graham.  When  did  they  start  to  use  their  plant,  after  build- 
ing these  carriages,  for  ordinary  commercial  purposes? 

Mr.  M1LI.EB.  So  far  as  using  their  plant  for  orainary  commercial 
purposes  I  don't  think  they  have  used  it  at  all.  There  is  a  lot  of 
material  there  to  clean  up,  to  start  to  manufacture  on  the  commercial 
side.    The  ordnance  side  of  it,  that  was  cluttered  with  big  machinery. 

Mr.  Graham.  What  is  being  done  with  that? 

Mr.  Miller.  I  could  not  tell  you.    I  heard  it  is  being  shipped. 

Mr,  (.iRAHAM.  The  company  took  that  over,  did  it  t 

Mr.  Miller.  The  machinei-y  ? 

Mr,  Graham.  Yes. 
•       Mr.  Miller.  Yes. 

Mr.  Graham.  I  wish  you  would  summarize  for  us  about  what  this 
proposition  is  costing  the  Government  altogether;  tell  us  how  much 
money  we  have  put  in  the  thing,  and  about  the  salvage  values,  and 
so  on. 

Mr.  Miller.  The  Government  has  spent  $17,282,428.88. 

Mr.  Graham.  Does  that  include  the  final  settlement? 

Mr.  Miller.  No,  sir;  together  with  the  final  award, 

Mr.  Graham.  The  finalaward  is  $3,000,000? 

Mr.  Miller.  $3,000,000;  $800,000  is  deducted  from  that  on  ac- 
count of  the  profit,  and  $900,000  on'  account  of  the  salvage  offer 
of  the  Standard  Steel  Oar  Co.,  $300,000  of  it  covers  direct  and  indi- 
rect materials,  and  $000,000  of  it  buildings  and  machinery.  ' 

Mr.  Graham.  Now,  then,  summarize  that  and  tell  us  how  much 
money  the  Government  has  laid  out  there,  including  the  award;  bow 
much  they  have  paid  to  the  Standard  Steel  Car  Co.  net. 

Mr.  Miller.  Now,  you  want  that  salvage  taken  off,  do  you? 

Mr.  Graham.  Yes. 

Mr.  Miller.  $18,-582,428. 88. 

Mr.  Graham.  Yes. 

Mr.  Miller.  Net  amount  of  award  being  $3,800,000. 

Mr.  Graham,  Now.  in  addition  to  that  the  company  has  taken  over 
about  how  much  salvage  material  ? 

Mr.  Miller.  Direct  materials,  $2,631,330.73  shipped  to  Watertown, 
approximately  1  per  cent:  Watertown  requisitioned  some  of  it. 

Mr.  Graham.  Did  they  pay  for  that? 

Mr,  MiiiEB.  Watertown?    Yo.s,  sir;  that  is  a  Government  arsenaL 

Mr.  Graham.  So  that  it  is  material 

Mr.  Miller.  Yes;  whether  they  paid  for  it  or  not.  it  is  a  transfer. 
Increased  facilities  shipped  to  Watertown,  about  20  per  cent. 

Mr.  Graham.  Now.  does  the  Government  pay  tlie  company  for 
this,  too  ? 

Mr.  Miller.  This  stuff  belongs  to  us,  you  see ;  we  reserved  the  right 
to  ship  a  certain  amount  of  this  stuff  irom  the  Standard  Steel  Car 
Co.  to  the  arsenals,  and  that  was  to  be  taken  off,  and  they  could  have 
the  rest. 

Mr.  Graham.  What  I  want  to  know  is  the  amount  of  direct  ma- 
terials and  special  facilities.  Here  is  what  I  am  frying  to  get  at.  Mr. 
Miller,  to  make  it  plain  to  you.  They  received  eighteen  and  a  half 
million  dollars,  approximately,  in  property;  they  got  certain  direct 
materials  and  they  got  certain  special  facilities. 

Mr.  Miller.  Yes.  sir. 
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Mr.  Graham.  And  the  Government  got  200  gun  carriages.  Now, 
we  want  to  know  nboiit  the  value  of  the  direct  materials,  and  the 
special  facilities  they  got. 

Mr.  Miller.  The  total  amount  spent  for  special  facilities  is  $3,- 
734.141.34.  Estimate  about  20  per  cent  of  that  amount  was  shipped 
to  the  ni-senals. 

Mr.  Graham.  That  would  leave  net  how  much,  Mr.  Miller! 

Mr.  Miller.  About  $3,734,141.34;  20  per  cent  of  that  has  been 
shipped  to  the  arsenals — that  is  fixed  amounts  in  the  plant.  And  the 
balance  of  it  is  the  amount  that  we  really  spent,  if  we  get  the  other 
back.    I  think  that  the  Standard  Steel  Car  Co.  gave  us  $600,000. 

Mr.  Graham,  Now,  that  takes  your  fixed  items  like  buildings  and 
equipment? 

Mr.  Miller.  Direct  and  indirect  materials  $7,781,800.58;  65  per 
cent  of  that,  and  then  apply  $300,000  against  that. 

Mr.  Graham.  Now,  I  have  computed  this  hastily  here;  as  I  under- 
stand now,  the  increased  facilities  were  approxnnately  $3,734,000, 
after  deducting  20  per  cent  of  the  amount  that  the  Government 
spent  for  these  increased  facilities,  $2,987,200;  the  materials,  direct 
and  indirect,  has  amounted  to  $7,781,800,  and  the  company  retained 
it  at  Ca  per  cent,  an  approximate  value  of  $5,558,000,  and  some 
odd  dollars  and  38  cents? 

Mr,  MnxER.  About  that. 

Mr.  Graham.  Then  am  I  right  in  stating  that  the  company  re- 
ceived $18,582,428.88  in  cash,  increased  facilities  that  cost  the  Gov- 
ernment $2,987,200,  and  materials,  direct  and  indirect,  $5,558,000? 

Mr.  Miller.  Yes,  sir. 

Mr,  Graham,  And  what  the  Government  got  was  200  gun  car- 
riages? 

Mr,  AfiLLER.  Ye.s,  sir. 

Mr.  Graham.  Now,  were  you  at  the  meeting  at  Hammond,  Mr. 
Miller? 

Mr.  ^fiLLER.  No,  sir. 

Mr.  Graham.  Were  you  at  the  meeting  of  the  claims  board  id 
Chicago  the  next  day? 

Mr.  Millar.  No,  sir. 

Mr.  Graham.  Do  you  know  anything  about  the  salvage  offer  that 
was  made  by  Briggs  &  Turvias  to  the  ordnance  board? 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  How  did  you  become  informed  about  that? 

Mr.  Mqj£r.  Why,  the  salvage  offer  came  into  Mr.  Palmer,  the 
chief  officer  there  on  the  staff,  and  I  knew  about  it  at  the  time. 

Mr.  Graham,  How  long  before  the  meeting  at  Hammond  was 
that  offer  refused? 

Mr.  Mqxer.  I  could  not  tell  you  the  exact  date  of  the  letter. 

Mr.  Graham.  What  was  done  with  the  letter;  do  you  know? 

Mr.  Miller.  I  don't  know  what  was  done  with  the  letter.  Mr. 
Palmer  usually  keeps  those  bids  in  his  file,  and  he  probably  reported 
the  matter  to  the  people  interested,  the  claims  board  that  was  in- 
vestigating the  claim. 

Mr.  Graham.  You  say  the  letter  came  to  Mr.  Palmer? 

Mr.  Miller.  The  letter  came  to  Mr.  Palmer. 

Mr,  Graham.  Do  you  know  Lieut.  Reagan! 

Mr.  Miller.  I  do. 
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Bfr.  Gbahah.  Do  you  know  whether  he  brought  the  letter  per- 
sonally t 

Mr.  MiLLBB.  I  could  not  say  whether  he  brought  the  letter.  He 
used  to  be  with  the  Government,  and  he  now  works  for  Brig^rs  £ 
TuFTias.  I  do  not  know  whether  it  was  sent  through  the  mail  or 
whether  he  brought  it  up. 

Mr.  Graham.  Do  you  know  what  was  done  with  it;  do  you  know 
whether  it  was  called  to  the  attention  of  the  district  claims  board  ? 

Mr.  Miller.  Yes;  it  was  called  to  their  attention;  I  would  not  say 
to  the  attention  of  the  board.  They  did  not  function.  But  it  was 
called  to  the  attention  of 

Mr.  Graham  (interposing).  Was  that  called  to  the  attention  of 
Col.  Hughes^ 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  Was  it  called  to  his  attention  before  the  meeting  of 
this  board  ^  As  a  matter  of  fact,  that  was  not  a  meeting  of  any  board, 
was  itt 

Mr.  Miller.  No,  sir. 

Mr.  Graham,  lliree  men  met  here,  representing  different  boards, 
and  pretended  to  make  an  award ! 

Mr.  MiLLUL  Those  3  men  met  here  together  with  some  iO  others 
from  Washington  that  were  brought  on. 

Mr.  Graham.  The  regular  formality  is  to  go  first  to  the  district 
board  and  then  to  the  Ordnance  Bureau  board  in  Washington,  and 
then,  if  necessary,  to  the  War  Department  Claims  Board? 

Mr.  MuxER,  Yes,  sir. 

Mr.  Graham.  But  that  was  not  donet 

Mr.  Miller.  No,  sir;  not  to  my  knowledge. 

Mr.  Graham.  Do  you  know  that  this  matter  was  called  to  the 
attention  of  Mr.  Hughes! 

Mr.  Miller.  Yes. 

Mr.  Graham.  How  do  you  know  that  it  was  called  to  the  attention 
of  Col.  Hughes? 

Mr.  Miller.  I  read  the  letter;  I  was  on  the  staff. 

Mr.  Graham.  Did  you  ever  talk  with  Coi.  Hughes  about  it? 

Mr.  MtLU;R.  No,  sir. 

Mr,  Graham.  Do  you  know  whether  Mr.  Palmer  did?  What  I  am 
trying  to  find  out  is  to  know  how  you  know  that  Col.  Hughes  had 
this  letter. 

Mr.  Miller.  Mr.  Palmer  told  me  that  he  had  reported  the  matter 
to  Col.  Hughes. 

Mr.  Graham.  Mr.  Palmer  is  here,  isnt  he? 

Mr.  MiUiER.  No,  sir. 

Mr.  Graham.  Do  you  know  how  much  that  offer  of  15  per  cent 
that  was  made  by  Bngjjs  &  Turvias  would  have  amounted  to? 

Mf.  Miller.  About  $900.000— $800,000  or  $900,000. 

Mr.  Graham.  How  much  did  the  Standard  Steel  Car  Co.  pay? 

Mr.  Milu:h.  $300,000. 

Mr.  Graham.  As  a  matter  of  fact,  the  Briggs  &  Turvias  offer 
also  included  the  proposition  that  they  would  pay  the  storage  and  do 
the  handling  themselves? 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham,  Do  you  know  how  the  board  that  met  on  that  thing 
hap]>ened  to  accept  the  offer  of  the  Standard  Steel  Car  Co.,  in  view  of 
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that  proposition!  Do  you  know  whether  that  proposition  was  ever 
brought  oy  Col.  Hughes  to  the  attention  of  these  gentlemen  who  met 
here? 

Mr.  MnxER.  I  do  not  know  that,  because  I  was  not  at  the  meeting. 

Mr.  Graham.  All  you  know  about  it  is  hearsay  f 

Mr.  MirxEB.  Yes,  mr. 

Mr.  Graham.  Well,  do  you  know  anything,  Mr.  Miller,  about  the 
issuing  of  a  voucher  for  that  amount!  After  these  gentlemen  met 
and  signed  this  paper,  do  you  know  how  this  voucher  was  issued  and 
how  soon! 

Mr.  MiLLEB.  I  do  not;  I  never  had  anything  to  do  with  the  voucher 
whatever. 

Mr.  Graham.  Do  you  know  anything  about  Mr.  Corey  and  CoL 
Hushes  going  to  Washington  about  the  vouchert 

Mr.  i/SuLER.  I  don't  know ;  I  suppose  they  did.  Col.  Hughes  went 
out  of  town  about  that  time.    I  suppose  they  went  to  Washington. 

Mr.  Graham.  You  know  Mr.  CK>rey,  do  you! 

Mr.  Miller.  I  do;  yes,  sir. 

Mr.  Graham.  Did  you  loam  in  any  way  anything  about  how  soon 
that  check  was  cashed ! 

Mr.  Miller.  I  was  told  in  Washington  that  it  was  cashed  within 
two  days  from  the  time  that  the  award  was  made.  I  took  particular 
pains  to  find  out  whether  the.se  checks  had  been  paid,  from  the  simple 
fact  of  knowing  whether  it  was  supposed  to  be  the  last  payment  on 
the  contract,  wliether  we  would  hold  up  those  vouchers  coming 
through  every  dav. 

Mr.  Graham.  When  did  you  first  find  out  that  this  award  would 
permit  the  payment  of  those  vouchers! 

Mr.  MnxKR.  I  found  it  out  last  week  from  the  intelligence  depart- 
ment office. 

Mr.  Graham.  The  military  intelligence! 

Mr.  Miller.  Yes,  sir. 

Mr.  Graham.  And  you  had  not  know  it  up  until  that  time! 

Mr.  Miller.  No,  sir;  the  first  I  saw  it  was  in  Mr.  Hanna's  office. 

Mr.  Graham.  Do  you  know  how  many  of  those  vouchers  are  to 
come  yet! 

Mr.  MnxER.  I  should  say,  in  round  figures,  $25,000;  it  is  $369,387. 

Mr.  Graham.  That  has  not  been  paid! 

Mr.  Miller.  No,  sir. 

Mr.  Graham.  Tliat  is  all  included  in  this  $18,000,000  that  you 
gave  me! 

Mr.  Miller.  Yes;  thnt  is  all  included;  the  award  takes  in  all  of 
that. 

Mr.  Graham.  Now,  not  having  been  at  either  of  those  meetings, 
you  cftn  not  tell,  of  course,  anything  that  went  on  at  those  times.  I 
was  going  to  ask  vou  some  questions  about  Col.  Hughes's  attitude, 
but  I  assume  you  ^on't  know. 

Mr.  Miller.  No,  sir. 

Mr.  Graham.  Did  you  ever  talk  to  Col.  Hughes  about  that  offer 
for  salvage! 

Mr.  Miller.  I  never  did ;  no.  sir. 

Mr.  Graham.  What  hns  been  his  attitude  about  thi?  matter,  Mr. 
Miller;  about  this  settlement! 
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Mr.  Miller.  In  regard  to  the  claim? 

Mr.  Qrahah.  Yes. 

Mr.  Miller.  I  have  not  talked  with  Col.  Hughes  relative  to  the 
claim  since  this  matter  has  come  up  at  all. 

Mr.  Graham.  Well,  do  you  know  whether  he  has  been  in  an  ap- 
parent hurry  about  the  thing,  and  whether  there  has  been  any  appar- 
ent haste  here  about  the  Chicago  office  about  the  disposition  of  this 
claim? 

Mr.  Miller.  No;  I  could  not  tell  you  that.  He  never  said  any- 
thing to  nie  about  being  in  a  hurry  to  rusli  the  olaim  through,  of 
course. 

Mr,  Graham.  Did  anybody  else? 

Mr.  MiixER.  No;  except  the  Standard  Steel  Car  Co.  will  go  after 
a  thing,  and  go  after  it  hard.  They  are  a  big  concern,  and  have  a 
good  personnel,  and  when  they  attend  to  busmess  they  attend  to  it 
very  liard.  Mr.  Cory,  I  believe,  had  charge  of  this  claim,  and  he 
naturally  was  anxious  to  get  his  money  as  quick  as  be  could,  the  same 
us  any  other  contract. 
■  Mr.  Graham.  Which  Cory  is  that;  his  initials? 

Mr.  MiLLEB.  W.  G.  Cory. 

Mr.  Graham.  Do  you  know  whether  he  is  the  Mr.  Cory  who  is  also 
connected  with  the  United  States  Steel  Corporation? 

Mr.  Miller,  Not  the  same  man,  I  think. 

Mr.  Graham,  Do  you  want  to  examine  Mr.  Miller,  Mr.  Jefferis? 

Mr.  Jefferis.  Mr.  Miller,  do  I  understand  you  to  say  the  $18,582,- 
428.88  is  the  total  cost  of  everything  to  the  Government! 

Mr,  Miller.  Yes;  $17,000,000  and  something  we  paid  them  in 
money,  and  they  then  gave  them  $1,200,000  more  as  net  award  on 
the  claim. 

Mr.  Jefferis.  Didn't  he  also  give  them  $800,000  as  profits  in  addi- 
tion to  that? 

Mr.  Miller,  Yes;  the  claim  for  three  million — yes;  $800,000;  you 
are  right,  that  should  not  be  taken  off.  That  should  be  added  on. 
It  is  all  right  the  way  the  figures  stand. 

Mr.  Jefferis.  As  I  understand  it,  their  claim  was  allowed  to  the 
extent  of  $1,300,000? 

Mr.  MiixEH.  Yes,  sir. 

Mr.  Jefferis.  And  then  that  we  paid  in  addition  to  that,  a 
voucher 

Mr.  Miller  (interposing).  A  voucher  for  $800,000. 

Mr.  Jefferis.  A  voucher  for  $800,000? 

Mr.  Miller.  Yes ;  it  was  figured  in  the  seventeen  million.  It  went 
through  in  voucher  form.  It  is  the  last  item  on  this  sheet  [indicat- 
ing paper] ;  so  the  figure  is  correct,  $18,582,428.88. 

Mr.  Jefferis.  Now,  that  was  the  total  cost  of  evervthing  in  this 
contract,  including  these  other  sums  that  are  to  be  paid  for  subcon- 
tracts? 

Mr.  Miller,  Yes,  sir;  you  see,  the  reason  we  say  seventeen  million 
here,  those  vouchers  in  process,  we  figure  them  paid  the  minute  wo 
pass  them.  Now,  if  the  finance  manager  does  not  pay  them  in  Wash- 
ington we  have  no  way  of  knowing  anything  about  it.  He  might 
hold  them  up.  He  held  up  the  $800,000  for  some  time.  When  we 
send  them  on  to  the  finance  manager  our  responsibility  ends. 
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Mr,  Jepferis.  Now,  I  notice  in  this  statement  that  you  have  here, 
of  October  16.  1919,  that  there  was  an  administrative  and  general 
expense  paid  by  the  Washington  office  for  the  establishment  of  the 
Chicago  office,  to  the  amount  of  $100,091.72. 

ilr.  Miller.  Yes,  sir. 

Mr.  Jefferis.  And  then  I  notice  that  there  was  paid  out  by  the 
Cliicago  office,  as  administrative  and  general  expense,  $478,338.76! 

Mr.  Miller.  Yes,  sir. 

Mr.  Jefferis.  Then,  if  there  was  allowed  the  $261551.45  mentioned 
in  their  claim  ns  unabsorbed  administrative  expense,  that  would  be 
another  item  of  administrative  expensed 

Mr.  Miller.  Yes,  sir, 

Mr.  Jeffehib.  That  would  figure  up — that  would  total  up  about 
^839,731.93  included  in  administrative  expense.  Now,  what  is  in 
that  expense? 

Mr.  Miller.  Administrative  expense  of  the  Standard  Steel  Car  Co. 
figured  on  all  their  plants;  it  is  the  general  expense  of  president's 
salary,  and  all  those  salaries  that  you  can  not  get  in  under  another 
charge ;  general  administrative  expense,  that  you  can  not  get  in  under 
a  straight  or  direct  charge. 

Mr.  Jefferis.  I  know ;  but  the  Government  did  not  pay  all  the  ex- 
penses of  all  the  factories? 

Mr.  Miller.  No;  the  general  expense  was  more  than  a  million.  I 
can  give  you  a  copy  of  this  statement  here  [indicatine  paper]. 

Mr.  Jefferis.  Let  me  see  that,  [The  witness  hands  paper  to  Mr. 
Jefferis.  3 

Do  you  know  what  salaries  are  paid  by  this  concern;  officers' 
salaries? 

Mr.  Miller.  Yes;  we  have  a  list  of  those  in  all  cases — in  all  cases 
of  co^t  plus  contract,  when  we  pass  on  administrative  expenses,  the 
company  is  required  to  give  us  tJie  salaries  of  their  officials. 

Mr.  Jefferis.  What  were  the  salaries,  if  you  can  tell  us? 

Mr.  Milleb.  They  never  furnished  us  a  list  of  their  officers' 
salaries, 

Mr.  Jefferis,  Then,  as  a  matter  of  fact,  the  exact  administrative 
expenses  of  the  Standard  Steel  Car  Co.  were  never  arrived  at,  were 
they  ? 

Sir,  MiiXER,  Well,  I  believe  that  some  of  the  administrative  sal- 
aries that  they  did  not  want  us  to  see,  were  cut  out  of  the  administra- 
tive expense;  Mr,  Blakey  told  me  that;  that  they  would  cut  them  out 
rather  than  show  it  to  us,  so  it  was  of  advantage  to  the  Government. 
But  I  had  better  look  that  item  up  thoroughly  and  tell  you  abso- 
lutely. 

Mr,  Jefferis,  I  would  like  to  have  a  little  light  on  it. 

Sir.  Miller.  I  will  get  that  this  afternoon  and  give  you  the  exact 
information. 

(The  information  here  requested  was  afterwards  fiilly  covered  by 
Mr.  Miller  in  subsequent  testimony.) 

Mr.  Jefferis.  Now,  as  I  understand  it,  in  this  settlement,  then, 
the  direct  and  indirect  material  that  was  retained  by  the  company  at 
a  value  of  $300,000,  as  I  remember  it.  really  had  cost  the  Government 
about  $5,058,000? 

Mr.  Miller.  Yes,  sir;  between  $5,000,000  and  $6,000,000, 
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Mr.  jEFFERft.  And  the  special  facilities  that  had  cost  the  Govern- 
ment about  $2,987,000  were  retained  by  the  company  in  this  settle- 
ment at  a  value  of  about  $600,000? 

Mr.  Miller.  Yes,  sir. 

Mr,  Jepfebib.  And  those  special  facilities  consisted  of  what? 

Mr.  Miller.  The  buildings,  the  company's  tools,  and  the  fixed 
machines — lathes,  presses  of  all  kinds — everything  that  goes  to  make 
s  factory  so  it  is  ready  to  operate. 

Mr.  Jetferib.  And  did  that  include  this  hotel  also? 

Mr.  Miller.  Oh,  no;  that  hotel  was  huilt  by  the  Standard  Stect 
Car  Co.  with  their  own  money.    We  did  not  build  the  hotel. 

Mr.  Jefferis.  The  only  part  that  is  charged  to  the  Government  in 
this  settlement  for  awarct 

Mr.  Miller  (interposing).  In  the  claim? 

Mr.  Jefferis.  In  the  claim,  is  the  operating  loss? 

Mr.  Miller.  Yes,  sir;  but  that  %ure  of  $40,000  or  $60,000,  or 
whatever  it  is,  really  takes  in  more  than  the  operating  loss;  but  there 
is  a  detail  there,  I  guess,  on  that  that  Col.  Hughes  can  give  you. 
The  loss  from  the  hotel,  as  I  remember,  vtas  $20,000. 

Mr,  Jefferis.  Could  you  tell  us,  Mr.  Miller,  who  would  have  that 
information  as  to  how  many  of  those  caiTiages  were  completed,  if 
anv  of  them,  at  the  time  of  the  signing  of  the  aruiistice? 

Mr,  Miller.  I  could  not  say  that.  Tlie  production  officers  can  tell 
you  all  about  that. 

Mr.  Jefferis.  Could  yoii  tell  from  your  accounts  how  much  labor 
or  the  cost  of  labor  that  had  been  expended  up  to  the  time  of  the 
signing  of  the  armistice? 

Mr.  Miller.  I  could  by  getting  the  figures,  yes,  up  at  the  office, 
because  I  could  give  it  up  to  that  date  Vhat  money  had  been  ex- 
pended. 

Mr.  Jefferis.  Would  that  take  you  long,  Mr.  Miller? 

Mr.  Miller.  I  could  get  it  this  afternoon  for  you. 

Mr.  Jefferis.  I  wish  you  would  make  a  memorandum  of  that. 

Mr.  Miller.  I  would  have  to  go  to  the  plant  for  that;  we  haven't 
those  here. 

Mr.  Jefferis.  The  cost  that  had  been  spent  for  labor  and  ma- 
terial up  to  the  time  of  the  armistice. 

Mr.  Miller.  Yon  ]*ust  refer  to  the  production,  do  you  ? 

Mr.  Jefferis.  How  much  in  production ;  but  you  might  make  an- 
other heading  of  buildings,  also.  And  then,  if  it  is  possible  to 
ascertain,  I  would  like  to  have  the  amount  that  had  really  been  ex- 
pended for  labor  and  material,  for  production  up  to  March  2,  1919, 
and  likewise  as  to  buildings,  if  there  is  any, 

Mr.  Miller.  Yes,  sir. 

(The  information  here  asked  for  was  afterwards  given  by  Mr. 
Miller  in  subsequent  testimony.) 

Mr.  Jefferis.  In  this  factory  overhead  expense,  what  was  in- 
cluded in  that,  Mr.  Miller? 

Mr.  Miller.  The  factory  overhead  expense  is  the  overhead  ex- 
pense of  tlie  factory  in  production.  It  did  not  cover  the  president 
of  tlie  company,  or  secretary  of  the  company  in  Butler  or  New  York. 
It  is  the  factory  overhead  expense.  The  foreman  and  people  like 
that;  the  general  superintendents,  and  engineering  force. 

Mr.  Jefferis,  It  did  not  include  labor? 
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Mr.  MnxER.  It  included  salaries  for  those  men,  but  in  the  shape — 
direct  labor  is  money  spent  on  the  manufacture  of  the  article.  Now, 
there  will  be  people  not  really  working  on  the  article — not  direct 
labor;  it  is  indirect. 

Mr.  Jbftebib.  Then  I  notice  here  you  have  an  item  of  direct  labor 
as  paid  out  by  the  Chicago  office  on  this  business  of  $1,119)369.17.  I 
take  it  that  was  for  labor  f 

Mr.  Miller.  It  must  be  on  the  unit,  or  it  is  not  direct  labor. 

Mr.  Jeffebis.  And  then  what  I  take  to  be  indirect  labor,  or 
factory  overhead  expense,  $2,167,082,731 

Mr.  MnxEB.  That  is  the  general  superintendents  and  the  forraaen, 
and  the  sweepers  that  sweep  the  floor,  or  oil  that  runs  the  machines; 
any  indirect  stuff. 

Mr.  Jbffbrib.  What  is  this  item  on  this  statement  of  October  16, 
1919,  special  purchases  of  $2,275,073.69* 

Mr.  MiujiB.  Special  purchases,  such  as  machines  and  buildings 
and  equipment 

Mr.  Jefterib.  The  other  item  at  the  head  there,  under  the  head 
of  direct  materials,  $7,133,830.08? 

Mr.  MnjJEB.  That  is  raw  material  that  goes  into  the  product. 

Mr.  JsrrsmB.  Did  you  have  charge  of  preparing  this  exhibit  that 
you  have  furnished  beret 

Mr.  MiLLEB.  Of  October  16,  1919? 

Mr.  Jefteris.  Of  October  16,  1919. 

Mr.  Miller.  No,  sir ;  Mr.  Grafke,  the  present  accountant  in  charge 
under  my  direction  prepared  the  statement. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Grahau.  Mr,  Garrett,  have  you  any  questions? 

Mr.  Garrtit.  I  was  called  from  the  room  for  a  moment  while  you 
were  testifying  about  a  certain  item.  I  do  not  know  just  what  ground 
was  covered;  I  do  not  want  to  duplicate  the  hearing,  but  it  was  with 
reference  to  the  administrative  expense  matter.  Mr.  Blakey  testi- 
fied before  the  committee,  and  it  is  also  in  his  report,  and  you  have 
testified,  that  he  went  out  to  the  different  plants  of  this  Standard 
Steel  Car  Co.  and  determined  the  overhead,  or  administrative, 
charges. 

Mr.  MIU.ER.  Yes,  sir. 

Mr.  Garbett.  And  there  was  an  apportionment  made  among  the 
different  plants? 

Mr.  Miller.  Yes,  sir. 

Mr.  Garrett.  And  there  was  apportioned  to  the  Hammond 
plant 

Mr.  Miller  (interposing).  $100,091.72. 

Mr.  Garrbit.  And  that  was  paid? 

Mr.  Miller.  Yes,  sir. 

Mr.  Garrktt.  That  is  your  understanding? 

Mr.  Miller.  Yes,  sir. 

Mr.  Garretf.  Do  you  also  understand  that  that  is  included  in  the 
$2,157,000  and  some  dollars? 

Mr.  Miuxr.  As  unabsorbed  overhead? 

Mr.  Garrbit.  Yes,  sir. 

Mr.  MiU£R.  Yes. 

Mr.  Garheit,  So  that  had  been  paid  twice? 

Mr.  M"'"*  It  has  bee^*  ^taid  twice. 
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Mr.  Garrett.  Now,  the  word  "  verified  "  as  used  in  Mr.  Blakey's 
report  to  the  claims  board,  I  want  to  get  definite  in  the  record  just 
what  that  means,  from  the  cost  accountant's  standpoint;  has  it  a 
technical  meaning  of  any  kind  i 

Mr.  Miller.  The  term  as  used  here — I  would  not  have  used  that 
language.  I  would  not  have  said  that  we  could  audit  and  verify 
as  to  correctness.  Now,  either  the  figure  is  right  or  wrong,  and  the 
result  of  our  audit  shows  whether  it  is  right  or  wrong.  It  can  b« 
checked. 

Mr.  Gakrett.  The  use  of  that  word  there  by  Mr.  Blakey  did  not 
mean  it  was  correct? 

Mr.  Miller.  Oh,  no. 

Mr.  Garaett.  And  was  used  rather  in  the  sense  that  it  could  be 
investigated  and  determined  t 

Mr.  Miller.  Yes,  sir. 

Mr.  GAKRErr.  That  is  all  I  think  of,  Mr.  Chairman,  now. 

Mr.  Graham.  Mv  attention  has  been  called  by  Mr.  Jefferis  to  the 
fact  that  a  copy  or  the  award  to  which  I  referred  is  already  in  the 
record. 

Mr.  Gakrett.  I  would  like  to  ask  another  question,  Mr.  Chairman. 

Of  course,  Mr.  Miller,  you  had  nothing  to  do  with  the  negotiation 
of  this  contract? 

Mr.  Miller.  No,  sir. 

Mr.  Jefferis.  Do  you  know  who  it  was  that  aligned  Col.  Hughes 
to  the  settlement  of  tnis  contract,  or  how  it  came  that  it  was  assigned 
to  him? 

Mr.  Miller.  I  don't  know  how  he  got  the  assignment  to  settle 
the  contract,  Mr.  Jefferis. 

Mr.  Jefferis,  You  don't  know  anything  regarding  that,  one  way 
or  the  olher? 

Mr.  Miller.  I  was  not  there  when  he  was  given  the  contract. 
I  knew  that  he  had  it;  somebody  must  have  given  it  to  him,  but  I 
don't  know  who  gave  it  to  him. 

Mr.  Garrett.  Are  your  ofiiees  in  the  same  place  as  the  claims 
board? 

Mr.  Miller.  Yes,  sir. 

Mr.  Garrett.  Did  there  come  under  your  observation  about  the 
29th  of  September,  a  telegram  sent  from  the  Ordnance  Bui-eau  in 
Washington,  to  the  claims  board  here,  making  an  inquiry  about 
the  Blakey  report;  do  you  remember  to  have  seen  such  a  telegram? 

Mr.  Miller.  Making  an  inquiry  about  the  report? 

Mr.  Garrett.  Yes.  Let  me  find  the  telegram,  to  be  more  si>e- 
cific.  A  t*Iegrnm  was  sent,  which  is  in  our  records,  from  the 
Ordnance  Bureau  in  Washington,  signed  "Ordnance  Bureau,"  or 
something  like  that,  not  signed  by  any  individual,  stating  in  sub- 
stance that  it  was  the  understanding  of  the  Washington  commit- 
tee that  the  various  accounts  have  been  verified — I  will  just  hand 
you  the  telegram  [handing  paper  to  Mr.  Miller].  The  telegram 
there  under  date  of  September  29,  Washin^n,  D.  C,  and  which 
has  heretofore  appeared  in  our  record;'  did  that  telegram  come 
under  your  observation? 

Mr.  Miller.  I  never  saw  the  telegram. 

Mr.  Garrett.  Did  you  hear  anjrthing  of  itt 
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Mr.  MiLLEB.  The  only  thing  that  I  have  heard  in  regard  to  this 
is  that  Co!,  Hughes  stated  to  the  board  upstairs — Mr.  Blakey  came 
in  about  the  start,  or  the  beginning,  and  told -me  he  wanted  to  go 
up,  tliat  the  members  of  this  committee  were  up  there ;  Col.  Hughes 
stated  that  he  had  audited  the  claim,  which  was  not  a  fact,  refer- 
ring to  this  letter  which  he  had  made  on  the  claim,  which  is  not  an 
audit.  He  went  to  the  claims  board  and  called  Col.  McFarland 
out  and  stated  that  the  thing  was  not  audited,  and  he  made  excep- 
tion to  the  statement  that  it  was.  Col.  Hughes  told  me  about  that 
after  Blakey  came  down  from  upstairs. 

Mr.  Garhbit.  Tliat  of  course,  was  how  they  were  here  to  settle 
the  claim? 

Mr.  MnxER.  Yes,  sir. 

Mr.  Garkeit.  But  this  telegram  was  sent  after  the  committee  re- 
turned to  Washington? 

Mr.  Miller.  I  have  never  seen  it. 

Mr.  Garrctt.  That  telegram  never  came  to  your  attention,  or* 
no  questions  were  asked  you  about  it  before  the  answer  was  sent? 

Mr.  Miller.  That  is  new  to  me.  I  did  not  know  they  had  ac- 
cused him. 

Mr.  Graham.  Now,  Mr.  Miller,  I  imagine  we  will  want  to  ask 
you  some  questions  later  about  the  Otis  Elevator  matter. 

Mr.  Miller.  I  went  over  what  I  thought  at  the  time  was  all  of  the 
items,  but  I  omitted  two  that  are  found  in  the  Chicago  Claims  Board 
award.  For  instance,  item  I,  under  section  VI,  "Returning  plant  to 
prewar  conditions,  $90,000."  That  is  an  item  that  is  allowed  tor  con- 
tractors under  the  contract.  The  contract  specifically  and  distinctly 
states  that  the  Government  will  put  the  plant  in  the  same  condition  it 
was  when  they  took  it. 

Mr.  Graham.  Was  that  audited? 

Mr.  Miller.  Xo,  sir;  it  is  a  wrong  figure. 

Mr.  Graham.  Do  you  know  how  it  was  arrived  at ! 

Mr.  Miller.  I  was  thinking  Mr.  Blakey  made  a  comment  on  that 
in  his  report  here. 

Mr.  Graham.  I  think,  perhaps,  he  did. 

Mr.  Miller.  The  claim  was  for  $150,000  returning  to  former  con- 
ditions. It  is  marked  wi^  a  check  instead  of  a  cross,  so  Mr.  BlaJiey 
did  not  make  any  comment  on  it. 

Mr.  Graham.  It  was  not  audited? 

Mr,  Miller.  Oh,  no ;  that  is  a  wrong  figure. 

Mr.  Graham.  The  next  item,  J,  "  Plant  occupancy  since  suspen- 
sion, $100,000,"  what  do  you  know  about  that  item  t 

Mr.  Miller.  An  estimated  amount. 

Mr.  Graham.  Never  audited,  to  your  knowledge  i 

Mr.  Miller.  No,  sir. 

Mr.  Graham,  Do  you  know  whether  it  is  properly  allowable? 

Mr,  Miller.  Why,  we  have  been  in  the  habit  of  allowing  for 
occupancy.  We  reimburse  him;  we  are  keeping  him  from  going 
into  business  in  a  commercial  way.  It  seems  to  me  it  is  a  proper 
charge,  if  the  amount  is  correct. 

Mr.  Graham.  Now,  you  don't  know  ? 

Mr.  Miller.  There  is  no  way  for  me  to  tell. 

Mr.  Graham.  Now,  finally,  "amounts  paid  on  States  buildings." 
What  does  that  mean  ? 
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Mr.  MiLLBB.  I  dont  know  that. 

Mr.  Gbahah.  That  must  be  &  typographical  error  or  some  kind 
of  a  mistake. 

Mr.  Miu^B  (reading) : 

Suras  expended  on  United  States  buildings,  {65,000. 

That  is  the  excess  over  the  amount  of  the  allotment  on  the  special 
facilities.  For  instance,  if  -wa  give  these  people  $2,000,000  to  spend 
on  special  facilities,  and  they  use  that  up,  they  would  naturally 
apply  for  some  more;  but  at  the  time  they  applied  for  more  it  was 
probably  too  late  on  account  of  the  armistice. 

Mr.  Gbahah.  Was  that  ever  audited? 

Mr.  MiixBR.  Xot  to  my  knowledge.  It  can  be,  if  they  spent  the 
money,  they  are  entitled  to  the  claim. 

Mr.  Graham.  There  is  an  item  here  for  commitments  for  mate- 
rials or  services,  $121,585.57 ;  the  first  item  in  the  claim.  What  do 
.you  know  about  that  item,  Mr.  Miller? 

Mr.  Miller.  I  do  not  find  that  item  in  the  claim  here — the  revised 
claim. 

Mr.  Graham.  I  presume  it  is  the  Standard  Electric  Co. 

Mr.  Miliar.  It  don't  say  that  here — whether  it  is  the  Standard 
Electric  Co.  or  not, 

Mr.  Graham.  What  have  you  got? 

Mr.  Miller.  I  am  reading  from  the  award,  $121,000. 

Mr.  Graham.  Did  you  ever  audit  that,  or  have  anything  to  do 
with  the  Standard  Electric  Co.,  that  was  subcontractor  for  some  of 
this  work! 

Mr.  MuxER.  Mr.  Blakey  did. 

Mr.  Graham.  You  did  not! 

Mr.  Miller.  No  ;  not  personally.  We  leave  that  to  the  accountant 
in  chai^ge. 

Mr.  Graham,  Are  there  some  of  the  gentlemen  here  who  do  know 
something  about  that! 

Mr.  Milu:r.  So  far  as  the  auditing  goes,  Mr.  Grafke  is  the  ac- 
countant in  charge;  he  is  the  man  that  can  tell  about  that.  He  is  at 
the  office ;  I  have  him  there  subject  to  call  if  you  want  him. 

Mr.  Graham.  The  item  is  in  the  award  $121,000! 

Mr.  Miller.  That  is  about  the  amount ;  it  does  not  state  so  here. 

Mr.  Graham.  You  don't  know  anything  about  the  correctness 
of  it! 

Mr.  MnxER.  I  dont  know ;  Mr.  Grafke  can  give  you  correct  infor- 
mation on  that. 

Mr.  Graham.  Mr.  Miller,  did  you  audit  the  amounts  for  labor  and 
materials  on  that  job  from  time  to  time! 

Mr.  Miller.  Not  personally. 

Mr.  Graham,  Did  you  have  it  done  under  your  supervision? 

Mr.  Miujn).  Under  my  supervision — yes,  sir — by  \fr,  Blakey  and 
Mr.  Grafke  and  15  other  men;  we  can  not  do  anything  in  the  office 
personally,  we  take  their  figures. 

Mr.  Graham.  You  have  no  knowledge  of  the  figures;  you  were 
acting  as  supervising  accountant! 

Mr.  Miller,  Yes,  sir. 

Mr.  Graham.  And  the  details  we  will  have  to  get  from  Blakey  or 
Grafke? 
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Mr.  MiLLEB.  Ves;  he  was  right  on  the  ground. 

Mr.  (jtBAHAH.  You  never  had  your  attention  called  to  the  waste  or 
an  Ything  of  that  kind ) 

Mr.  Miller.  Well,  we  had  trouble  out  there  with  the  Standard 
Steel  Car  Co.  mixing  up  things.  More  trouble  in  that  plant  than  any 
other  plant  in  the  district. 

Mr.  Graham.  You  have  some  accountants  out  there  now  t 

Mr.  Miller.  Sixteen  men  there  now. 

Mr.  CiRAHAM.  What  are  they  working  on? 

Mr.  Miller.  Production  systems ;  we  are  getting  those  things  for 
Oen.  Williams;  we  must  get  that.  The  Standard  Steel  Car  Co.  have 
an  inclination  to  cover  up  their  production  sheets,  and  not  producing 
them  so  that  we  can  get  the  cost  of  the  work  in  their  processes.  H 
they  are  ever  gotten,  it  will  be  by  tlie  military  intelligence  or  some- 
bodj'  else,  because  they  won't  pay  any  attention  to  us. 

Mr.  (jRAHAM.  Have  you  tried  to  get  the  cost  of  production  therel 

Mr.  Miller.  Mr.  Grafke  tells  me  he  has  tried  time  and  again  to 
get  It,  and  they  can  not  get  it,  and  it  will  take  an  iron  hand  to  get  it. 

Mr.  Graham.  ^Vhy  were  large  sums  of  money  gone  from  time  to 
time  by  this  company;  who  permitted  them  to  do  that  without  the 
Government  being  correctly  advised  where  it  was  going? 

Mr.  Miller.  If  they  spent  it  for  material,  and  it  went  into  the 
plant  for  materials,  we  have  got  to  reimburse  them  for  all  materials 
on  those  carriages. 

Mr.  Graham.  Here  is  the  thought  in  my  mind :  How  do  you  know 
it  went  in  there ! 

Mr.  Miller.  We  had  a  Government  storekeeper  there,  and  they 
had  to  draw  the  material. 

Mr.  Graham.  How  about  the  labor  I 

Mr.  Miller.  The  labor,  of  course,  was  done  with  their  own  men; 
the  production  end ;  whether  a  man  was  there  or  not,  the  accounting 
department  would  not  know.    The  inspector  would  have  to  know. 

Mr.  Gbaiiau.  Was  there  a  record  kept  of  that  sort  of  thing! 

Mr.  Miller.  We  use  their  records,  the  original  records,  the  time 
cards.    We  check  the  time  cards  and  the  amount  spent. 

Mr.  Graham.  You  keep  no  records  of  your  own? 

Mr.  Miller.  We  keep  records  of  the  classification  and  things  of 
that  kind. 

Mr,  Graham.  The  cost  of  production  figures  especially  you  can 
not  get! 

Mr.  Miller.  The  sheets  showing  the  unit  costs. 

Mr.  Graham.  You  can  not  get  those! 

Mr.  Miller.  The  money  spent  and  segregated  into  the  cost  sheets. 
It  is  a  piece  of  information  we  must  get,  if  they  paid  out  expenses 
at  the  rate  of  $40,000  a  carriage. 

Mr.  (iRAHAH.  Do  you  know  how  much  the  carriages  did  cost! 

Mr.  Miller.  I  can  guess;  I  have  an  estimate. 

Mr.  Graham.  We  are  informed  they  cost  $29,000  apiece;  what  do 
you  soy  1 

Mr.  Miller.  I  would  say  $22,000  to  $25,000.    I  may  be  a  little  low. 

Mr.  Graham.  Was  there  an  estimate  in  the  original  purchase  order 
of  the  cost ! 

Mr.  Miller.  I  am  not  certain ;  I  think  there  was. 
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Mr.  Graham.  And  afterwards,  when  the  basis  of  $4,000  fixed  profit 
was  arrived  at,  it  was  on  the  conclusion  that  they  would  cost  $40,000 
apiece,  was  it  not? 

Mr,  Miller.  I  do  not  know  whether  it  was  on  that  conclusion  or 
not.    At  any  rate,  the  amount  was  made  $40,000. 

Mr.  Grabam.  Do  yon  know  whether  they  were  trying  to  fix  a  10 
per  cent  profit  on  them? 

Mr.  Mjller.  You  mean  10  per  cent  on  the  cost? 
Mr,  Grahau.  Yes. 

Mr.  Miller.  Most  of  these  contracts  read  10  per  cent. 
Mr.  Graham.  I  know ;  but  in  this  case  were  they  figuring  that  as 
the  basis  of  profit? 
Mr.  Miller.  I  could  not  tell  you  in  regard  to  the  profit. 
Mr.  Graham.  How  do  you  arrive  at  your  conclusion  that  thev 
only  cost  about  $22,000? 

Mr.  Miller.  Not  from  any  real  figures  I  have,  but  from  people 
in  the  plant  that  are  pretty  well  posted  on  the  cost  of  that  carriage. 
Mr,  Blakey's  estimate  was  $25,000  at  one  time,  and  Mr.  Grafke  can 
give  you  information  about  that. 

Mr.   Graham.  Let  us  make   a  computation:   Suppose  they  cost 
$25,000  apiece  and  they  made  200  of  them. 
Mr.  MnxER.  Yes. 

Mr.  Graham.  That  ought  to  have  cost  $5,000,000.  It  did  cost 
$18,000,000  with  all  those  special  facilities  and  materials  they  got. 
Where  did  that  all  go  to? 

Mr.  Miliar.  I  don't  know.  It  all  went  into  the  construction  or 
material  on  Iiand.  There  is  nothing  missing  so  far  as  I  know.  We 
have  everything  we  paid  for  out  there. 

Mr.  Graham.  We  got  about  $5,000,000  worth  of  stuff;  now,  where 
is  the  rest  of  it? 
Mr.  Miller.  Buildings. 

Mr.  Graham,  Well,  tney  have  got  them,  haven't  they? 
Mr.  Miller,  You  mean  what  the  Government  got  back? 
Mr.  Graham.  Yes. 

Mr.  Miller.  Oh,  well,  we  haven't  got  it;  they  have  it;  they  bought 
it. 

Mr.  Graham.  Can  they  use  that  outfit  out  there  for  their  busi- 
ness? 
Mr,  Miller.  They  can  use  the  buildings  very  nicely. 
Mr.  Graham.  Do  you  know  what  the  taxable  value  of  the  Stand- 
ard Steel  Car  Co.  was  when  we  made  this  war  contract? 
Mr,  Miller.  I  don't  know,  but  I  can  find  it  out  for  you. 
Mr.  Graham.  I  wish  vou  would,  so  we  can  get  it  into  our  hearings; 
and  then  find  out  what  it  is  worth  now, 

Mr.  MnxER.  The  taxable  value  of  the  plant  before  the  contract 
was  $760,000, 1  am  told. 

Mr.  Graham.  Now,  can  you  ascertain,  Mr.  Miller,  in  any  way, 
what  the  present  value  of  that  plant  is? 

Mr.  Miller.  I  can ;  I  have  a  memorandum  here. 
Mr.  Graham.  All  right,  and  when  you  get  it  we  will  insert  it  in 
the  record. 

(The  information  here  called  for  was  afterwards  given  by  Mr. 
Miller  in  subsequent  testimony.) 
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Mr.  Jefferis.  You  spoke  of  jour  department  having  trouble  to  get 
information  out  there.    Would  you  tell  us  a  little  about  thati 

Mr.  Miller.  Well,  it  was  my  intention — the  suggestion  was  made 
that  as  soon  as  the  claim  had  been  settled,  that  we  remove  the  men 
from  the  plant.  The  suggestion  was  made  by  Col.  Hughes  to  our 
chief  in  Washington,  Maj.  Tewksbury;  it  was  made  in  Washington; 
and  I  told  Col.  Hughes  and  Col.  Arison  before  the  men  were  removed 
we  wanted  to  know  it;  if  they  wanted  the  cost  of  the  carriages,  tbey 
would  have  to  produce  the  cost  sheets.  I  went  to  Washington  and 
appeared  before  Col.  Neville  and  other  members  of  the  claims  board, 
and  a  letter  was  given  to  me  to  give  to  Col.  Hughes  that  tlie  men  must 
stay  on  the  plant.  There  were  two  questions,  whether  there  was  an 
audit  on  the  claim,  and  the  Government  would  require  the  cost  of  the 
production.  The  men  are  out  there  now,  and  Mr.  Grafke  informs 
me  that  he  can  not  get  the  production  records,  and  the  information 
was  never  completed. 

Mr.  Jeffekis.  How  was  it  before  this  claim  was  settled  as  to  your 
getting  information  out  there,  so  far  as  you  have  heard  ? 

Mr.  Miller.  We  have  had  more  or  less  trouble  with  the  place  ever 
since  I  have  been  in  tlie  territory ;  it  has  been  very  hard  to  get  any- 
thing out  of  those  people.     They  have  been  very  arbitrary. 

Mr.  Jefvbris.  In  wnat  way? 

Mr.  Miller.  I  think  different  ways. 

Mr.  Jefferis.  Tell  us  some  of  them. 

Mr.  Miller.  They  insisted  on  taking  everything  to  Washington. 
I  told  them  there  w*as  no  use  to  go  to  Washington ;  they  would  oack 
up  our  information.  So  I  went  out  on  different  things  that  Blakey 
had,  and  particularly  one  time 

Mr.  Jeffbris  (interposing).  When  was  that! 

Mr.  Miuj^.  Last  summer  when  they  had  differences  to  settle.  One 
item  was  a  man  who  had  not  been  to  work  for  two  months  and  stiil 
they  had  a  time  card  for  him.  Our  men  took  it  up  and  found  it  was 
the  practice  of  the  Standard  Steel  Car  Co.  to  pay  a  man  who  had 
been  in  the  service  so  long  for  a  year  if  he  was  sicK,  and  this  man  hap- 
pened to  be  sick.  So  I  told  them  we  did  not  want  that  sort  of  stuff 
covered  up  in  the  pay  roll;  that  it  was  a  welfare  proposition.  It 
was  a  welfare  proposition,  and  we  would  not  like  to  pass  on  what  their 
commercial  practice  was.  but  they  covered  it  up  in  the  pay  roll.  And 
that  is  one  of  the  many  instances. 

Mr.  Jefferis.  W^ere  there  other  instances  in  which  they  covered  up 
things  in  the  pay  roll  ? 

Mr.  Miller.  I  haven't  the  personal  information.  Mr.  Grafke  can 
ffive  you  detailed  information  on  that ;  but  this  stuff  has  come  to  me 
m  the  last  year  and  a  half. 

Mr.  Jefferis.  Then  what  information  you  have  got  continually 
during  the  progress  of  the  work  indicates  there  lias  been  a  disposition 
to  cover  things  up ! 

Mr.  Miller.  There  is  a  lack  of  cooperation.  We  have  a  great 
many  plants  in  the  district,  and  that  is  the  worst  one  in  the  distrift  for 
lack  of  cooperation. 

Mr.  Jefferis.  With  whom  did  he  take  these  things  up,  Mr.  Grafke, 
if  you  know ! 
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Mr.  MiLLKK.  I  think  Mr.  Jenks,  the  manager,  and  Mr.  Vail  was 
there,  and  the  auditor,  Mr.  Fletcher,  and  my  auditors  and  Mr. 
Blakey,  and  Mr.  Grafke  and  myself. 

Mr.  Jefferis.  And  when  they  took  these  things  to  Washington, 
who  did  they  take  it  up  with? 

Mr.  Miller.  My  cliief,  Maj,  Tewksburj',  and  evei-yone  thev  could. 

Mr.  Jefferis,  Do  you  know  whether  they  went  to  anybody  else! 

Mr.  Miller.  They  took  that  wherever  they  could,  but  the  only 
thine  that  affected  lue  .was  my  chief;  taking  things  over  my  head. 
We  nave  taken  the  stand  with  the  American  Steel  Car  Co.  that  re- 
gardless of  anybody's  O.  K.  we  would  not  pass  anything  that  was 
not  in  the  contract.  They  could  put  it  in  the  claim  if  they  wanted 
to,  but  we  would  not  pass  it  on  anybody's  O.  K,  if  it  was  not  in  the 
contract. 

Mr.  Jeffehis,  Then  really  this  Standard  Steel  Car  Co.  was  rather 
obstreperous  all  the  way  through? 

Mr,  Miller,  Absolutely. 

Mr,  Jefferis.  They  have  not  be^n  open  and  fair  with  your  ac- 
counting division,  as  you  view  it! 

Mr.  Miller.  We  do  not  feel  as  though  they  have  been ;  no,  sir. 

Mr.  Garrett.  Mr.  Miller,  would  you  object  to  giving  this  com- 
mittee your  opinion  as  to  the  amounts  in  these  several  items  of  this 
award  that  ought  not  to  be  there;  your  opinion,  based  upon  your 
knowledge  of  the  plant  and  of  the  business  and  upon  your  knowledge, 
and  so  forth?  Now,  I  mean  independent  of  this  salvage  proposition; 
that  is,  the  items  that  are  in  the  award  independent  of  that* 

Mr.  Miller.  It  is  a  pretty  hard  question  to  answer,  taking  the 
whole  thing. 

Mr.  Garrett.  If  you  would  like  to  do  so,  you  can  reserve  your 
answer  and  take  it  up  when  you  get  on  the  stand  again. 

Mr.  Miller.  Yes;  I  would  prefer  to  do  that. 

(And  thereupon,  at  1  p.  m,,  the  committee  stood  on  recess  until 
2  o'clock.) 

AFTER  RECESS. 

The  committee  resumed  the  hearing  at  2.30  p.  m.,  pursuant  to  recess. 

TESTIHOHT  OF  JESSE  A.  TAIL,  CHIEF  FRODUCmOK  OFFICEB  OF 
THE  OBDNANCE  DEFAATHEIIT,  STANDARD  STEEL  CAB  CO., 
HAHHOND,  IND. 

(The  witness  was  sworn  by  Mr.  Graham.) 
Mr.  Graham.  Give  the  reporter  your  full  name. 
Mr.  Vail.  Jesse  A.  Vail. 

Mr.  Graham.  Where  is  your  home,  Mr,  Vail? 
Mr.  Vail.  Residence,  1001  Sheridan  Road,  Evanston. 
Mr.  Graham.  What  is  your  profession? 
Mr.  Vail.  Engineer,  mechanical  engineer. 
Mr.  Graham.  Are  you  in  the  employ  of  the  Government? 
Mr.  Vail.  I  am  until  the  1st  of  November. 

Mr.  Grahasi.  How  long  have  you  been  working  for  the  Govern- 
ment t 
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Mr.  Vail.  For  the  Ordnance  Department  since  the  17th  of  June, 
1918. 

Mr.  Graham.  In  what  capacity? 

Mr.  Vail.  From  the  17th  of  June  until  the  Uth  of  September  as 
manufacturini;  expert,  and  after  the  Ilth  of  September,  1918,  I 
have  been  chief  production  officer  of  the  Ordnance  Department, 
Standard  Steel  Car  Co.,  Hammond. 

Mr.  Graham.  And,  as  chief  production  officer,  you  have  had  charge 
of  what  particular  work? 

Mr.  Vail.  The  approving  of  purchases,  as  to  the  price,  approving 
of  employment,  and  genenil  charge  of  the  production  from  the  shop. 

Mr.  tiHAHAM.  That  work  began  when,  did  you  say  J 

Mr.  Vail.  The  Ilth  of  September,  1918. 

Mr,  Grahau.  How  far  along  were  they  with  the  work  when  you 
got  there? 

Mr.  Vail.  Very  little. 

Mr,  (jraham.  Before  that  time,  you  had  no  knowledge  of  their 
establishment  ? 

Mr.  Vail.  None  whatever,  until  the  day  I  went  there. 

Mr.  Graham.  From  that  time  up  to  the  signing  of  the  armistice  on 
the  Ilth  of  Xovember,  had  they  made  any  material  progress  in  their 
work? 

Mr.  Vail.  Verv  marked. 

Mr.  Graham.  How  many  carriages,  if  any,  had  they  finished  by  the 
time  the  armistice  was  signed? 

Mr.  Vail.  Practically  only  one — excuse  me,  Mr.  Church  is  my  as- 
sistant, and  we  have  always  worked  together — I  think  one  only. 

Mr.  James  S.  Church.  The  28th  of  September. 

Mr.  Vaiu  The  28th  of  September,  we  had  the  others  in 

Mr.  Graham.  How  much — how  large  were  those  carriages?  Tell 
us  something  of  the  size,  about, 

Mr,  Vaiu  They  are  called  carriages  for  240-niillinteter  guns. 

Mr,  Graham.  Guns  or  howitzers? 

Mr.  Vail.  Howitzers.  I  think  they  carried  a  projectile  9J  inches 
in  diameter,  weighing  about  360  pounds. 

Mr.  Graham.  How  heavy  is  the  carriage  itself? 

Mr.  Vail.  The  carriage,  such  as  we  made  there,  our  part  of  it 
weighed  about  36.000  pounds. 

Mr.  Graham.  Was  it  on  a  caterpillar  tractor? 

Mr.  Vail.  Not  the  one  you  are  investigating  now.  We  did,  how- 
ever, make  a  caterpillar  after  that,  but  these  are  what  they  call 
mobile-gun  carriagek 

Mr.  Graham.  C)n  wheels? 

Mr.  Vail.  Wheels  to  be  applied ;  the  wheels  are  ready 

Mr.  Graham.  This  company  did  not  make  the  wheels? 

Mr.  Vail.  This  company  did  not  make  the  wheels. 

Mr.  Graham.  Made  everything,  so  they  could  be  fitted  on  ? 

Mr,  Vail,  Made  the  axlew;  everything  ready. 

Mr.  Graham.  Then  they  bought  the  recuperators  from  the  Oti« 
Elevator  Co..  did  thev  not? 

Mr.  Vail.  They  di^, 

Mr.  Graham.  What  deliveries  had  been  made  by  the  Otis  Elevator 
Co.  of  recuperators  up  to  the  time  of  the  signing  of  the  armistice? 

Mr.  Vail.  None. 
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Mr.  Graham.  Did  jou  remain  in  that  plant  and  have  remained 
fi-om  that  time  to  this? 
Mr.  Vaii.  I  did. 

Mr.  Grahau.  When  were  the  first  recuperators  furnished  by  the 
Otis  Elevator  Co.»  ■ 

Mr.  Vail,  November,  I  tliink. 

Mr.  Graham.  Latter  part  of  November? 

Mr.  Vail.  Am  I  right?  Bigbt  along  in  November — latter  part 
of  November? 

Mr.  Graham.  After  the  armistice? 

Mr.  Vail.  After  the  armistice. 

Mr.  Graham.  Then  how  regularly  was  there  a  delivery  until  the 
recuperators  were  completed? 

Mr.  Vail,  They  come  along  in  good  shape. 

Mr.  Graham,  Did  they  seem  to  be  good  recuperators? 

Mr.  Vail.  Fine;  not  a  flaw  in  them. 

Mr.  Graham,  Was  there  any  change  in  the  Government  plans 
after  you  went  there  as  production  expert? 

Mr.  Vail,  Very  much ;  many  changes,  numerous  changes. 

Mr.  Graham.  Where  did  they  come  from? 

Mr.  Vail,  The  changes? 

Mr,  Graham.  Yes. 

Mr.  Vail.  Mostly  from  the  engineering  department,  Watertown 
Arsenal ;  many  of  them  suggested  by  Mr.  Church,  who  had  charge  of 
the  engineering. 

Mr.  Graham.  Well,  were  they  things  that  occurred  to  Mr.  Chui-ch 
to  be  necessarv  in  order  to  make  successful  carriages? 

Mr.  Vail.  Entirely:  entirely. 

Mr.  Graham.  And  had  they  been  indicated  to  him  by  anybody 
in  the  Ordnance  Department? 

Mr.  Vail.  He  pi-obably  consulted  with  many  people  in  the  Ord- 
nance Department. 

Mr.  Graham.  He  can  tell  about  that? 

Mr.  Vail.  He  can  tell  about  about  that,  of  course. 

Mr.  Graham.  Do  you  know  of  any  changes  that  were  made 
that  you  can  detail  to  tlie  committee  that  were  of  importance  while 
you  were  there? 

Mr.  Vail.  Yes ;  the  changing  of  the  loading  frame.  The  changes, 
mostly,  that  I  call  to  mind,  were  those  matters  of  tolerances,  more 
mobihty ;  the  original  drawings  called  for  very  close  precision  work, 
which  is  almost  impossible  m  a  machine  of  that  kind,  and  Mr. 
Church  took  that  up,  went  to  Watertown  on  the  matter  and  got  a 
great  many  of  them  changed. 

Mr.  Graham.  Did  that  necessitate  any  change  in  the  plants  of  the 
manufacturer? 

Mr.  Vail.  Not  essential ;  some  change  in  cutters. 

Mr.  Graham.  But  he  could  use  his  plant  with  convenience? 

Mr.  Vail.  I  think  so;  I  think  no  essential  changes. 

Mr.  Graham.  The  contractor  claims  in  this  particular  event  that 
there  were  4,000  changes  that  occasioned  a  great  deal  of  delay. 

Mr.  Vail.  No  doubt  of  it. 

Mr.  Graham,  What  can  you  say  to  the  committee  about  the 
amount  of  delay  that  was  caused  by  these  changes  so  far  as  you 
observed  ? 
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Mr.  Vaiu  Well,  I  know  there  were  numerous  changes  came  every 
day,  Mr.  Church  attended  to  those  personally. 
Mr.  Chubch.  All  changes  that  we  could  help  it  alon^. 
Mr.  Vaiu  Yes ;  changes  to  help  it  along,  made  it  easier  to  manu- 
facture. You  were  delayed  somewhat  in  the  method  of  attaching 
trunion  bearings  and  that  made  quite  a  delay,  held  up  the  product 
until  you  went  to  Washington  and  got  it  approved. 

The  Chairman.  But  the  changes  Mr.  Cnurch  made,  in  your  judg- 
ment, expedited  the  work  instead  of  delaying  itt 
Mr.  Vail.  No  doubt  of  it. 

Mr.  Graham.  I  observe,  on  the  24th  of  September,  1919 

Mr.  Vail.  Yes. 

Mr.  Graham  (continuing).  The  claimant,  the  Standard  Steel  Car 
Co.,  by  W.  G.  Corey,  made  a  formal  statement  to  the  Ordnance  De- 
partment in  which  they  claimed  that  an  allowance  should  be  made  for 
270  days,  on  account  of  a  delay  of  300  days  from  November,  1917, 
to  September  1918,  by  reason  of  governmental  changes  in  drawings 
imd  specifications,  and  so  on,  and  nonreceipt  of  Government  furnished 
parts,  and  immediately  thereafter  Col.  W.  S.  Hughes  allowed  that 
claim  as  it  appears  here  in  the  record  that  I  have;  do  you  know 
anything  about  that? 

Mr.  VAIU  I  know  there  was  a  great  deal  of  delay  in  the  furnish- 
ing of  Government  furnished  parts. 

Mr.  Graham.  Well,  do  you  know  whether  that  amount  of  delay 
was  occasioned? 

Mr.  Vail.  I  am  not  prepared  to  say.  There  were  numerous 
<'hanges  made.  I  don't  think  they  were  serious  changes,  minor 
changes. 

Mr.  Graham.  Would  you  say  to  this  committee  that  in  your  judg- 
ment this  company  was  justiBed  in  obtaining  a  delay  of  300  days  on 
account  of  these  changes? 
Mr.  Vail.  I  don't  think  bo. 

Mr.  Graham.  Do  you  know  how  Col.  Hughes  came  to  make  this 
delay? 

Mr.  Vail.  I  do  not ;  no,  sir- 
Mr.  Graham.  Did  you  ever  know  that  that  had  been  done? 
Mr.  Vail.  I  am  not  sure;  I  have  one  of  the  pamphlets  here.  I 
didn't  pay  much  attention  to  it.  I  looked  over  the  pamphlet,  but 
that  not  being  a  part  of  my  business,  I  didn't — I  knew  there  was 
something  said  about  delays,  but  just  what  it  was  I  did  not  impress 
«n  my  mind. 

Mr.  Graham.  In  connection  with  this  testimony,  let  this  claim  for 
iillowance  and  the  order  of  Col.  Hughes  go  into  the  record  at  this 
place. 

(The  claim  referred  to  is  here  inserted  as  follows;) 


Septbubeb  24,  iftift. 
From ;  Standnrd  Steel  Cnr  Co. 
To:  Ordnance  Department,  United  Stat^  Army. 
Subject;  Liquidated  damages. 

Tbe  uDderalgned  hereby  makes  a  claim  for  an  allowance  of  270  days  within 
whlcb  to  make  deliveries  nnder  Contract  No.  W.  O.  CP-331,  dated  Kovember 
16,  1917. 
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This  claim  Is  based  upon  a  delay  o(  300  days — froni  November,  IftlT,  to- 
September,  1918— by  reason  of: 

Note. — Here  set  forth  (1)  the  primary  cause  of  delay,  the  number  of  days 
delay,  and  the  dates;  (2)  the  Incidental  delay  tn  production,  If  any,  with  the 
number  of  days  delay  and  the  dates.  Use  additional  sheets  If  necessary.  If 
claim  Is  basetj  upon  more  than  one  trause  of  delay,  each  cause  must  l>e  stated 
separately ;  and 

Governmental  chnnnefl  In  drawings  and  spec  1  Heat! on s,  recessltatlnR  chants 
in  manufacturing  methods,  in  deslpi  of  material,  and  preventing  delivery  and 
acceptances  until  changes  In  design  were  completed.  (Four  thousand  changes 
made  between  November,  1917.  and  October.  1018.) 

Nonrecelpt  of  Government-furnished  parts.  Including  recuperators  and 
Wheels,  preventing  final  inspection  and  delivery  until  January,  1919,  of  first 
units. 

'Staroabo  Steel  Cab  Co., 

Contractor. 
By  W.  0,  CoRET. 


District  of  Coluubia,  »»: 

W.  G.  Corey  deposes  and  says  tliat  he  is  assistant  president  of  the  Standard 
Steel  Car  Co.,  end  that  the  statements  Nntalned  In  the  above  claim  are  true 
and  correct  to  the  Ijest  of  his  knowledge  and  belief. 

Subscribed  and  swoni  to  me  this  24th  day  of  Septemt>er,  1919. 

Wm.  Haxen,  notary  Public. 


[To  ■ccompany  claim  when  forwarded  tv  diatrlct  chlpf  to  tbe  Prodiictl<iD  DItIiIod   1b 
Wasbli^taD,  D.  C.l 

From:  District  chief.  Chicago  diatrlct. 

To :  Production  Division.  Ordnance  Department,  Washington,  D.  C. 

Subject:   Recommendation  on  claim   for  allowance  under  liquidated -damage 

clause. 
Contract  No. 

War  Ord.    W.  O.  CF-331. 
Name  of  contractor,  Standard  Steel  Car  Co. 

I  have  examined  the  attached  claim  and  recommend  as  follows:  (If  the  claim 
is  based  on  more  than  one  cause  of  delay,  the  district  chief  should  make  a 
recommendation  ns  to  each  clause  In  detail.) 

(o)  Three  hundred  days,  from  November,  1917,  to  September,  1918,  by  reason 
of  Government  changes. 

(b)  Three  hundred  dayo,  from  November.  1917.  to  September,  1918,  by  reason 
of  nonrecelpt  of  Govern ment-fumlshed  parts. 

(c)  days,  from to ,  by  reason  of . 

E.  E.  HuoHEs, 
Colonel,  United  Stateg  Army,  District  Chief. 

Mr.  Graham.  Now,  I  want  to  call  your  attention,  Mr.  Vail,  to  some 
meetings,  r  meeting  that  was  held  at  Hammond,  Ind.,  and  another 
one  that  was  held  here  in  Chicago,  were  you  present  at  both  meet- 
ings? 

Mr.  Vail.  I  think  I  was  present  at  the  meeting  you  refer  to  it* 
Hammond  just  previous  to  tne  statement  of  this  claim. 

Mr.  Graham.  Yes. 

Mr.  Vail.  Yes:  I  was  present  at  that  meeting. 

Mr,  Graham.  Will  you  kindly  tell  the  committee,  Mr.  Vail,  ia 
your  own  words  what  happened  as  you  observed  it? 

Mr.  Vail.  I  thought  that  was  a  very  fair  and  open  meeting,  and  I 
thought  everything  was  discussed  quite  thoroughly, 

Mr.  Graham.  What  did  you  do  over  there,  that  is  what  we  are 
particularly  concerned  int 
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Mr.  Vail,  I  took  no  active  part  in  the  meeting  because  I  was  not 
a  member  of  the  committee,  but  I  was  invited  in. 

Mr.  Graham.  Who  invited  you! 

Mr.  Vail.  I  don't  know  whether  it  was  Maj.  Dore,  or  Col,  Huf^hes, 
one  of  the  eentleman,  or  a  gentleman  from  Washington,  Col,  McFar- 
land  and  Col.  Reeves,  one  of  those  gentlemen,  I  rather  think  it  was 
Col.  Hughes  suggested  I  come  in.  We  people  came  down  and  went 
through  the  shops,  looked  all  araund,  then  went  into  this  meeting 
and  discussed  the  flgures,  and  then  they  adjourned,  I  think. 

Mr.  Graham.  Who  presided ! 

Mr.  Vail.  I  think  Col.  Hughes  did,  if  I  remember  correctly.  Col. 
Hughes,  I  guess  it  was, 

Mr,  Graham.  Wliat  did  Col.  Hughes  tell  these  gentlemen  the 
object  of  the  meeting  was,  or  did  he  say? 

Mr.  Vail.  Well,  he  settled  the  claim  of  the  Standard  Steel  Car 
Co. 

Mr.  Graham.  Did  he  say  whether  it  had  been  settled  by  the 
Chicago  ordnance  board  i 

Mr.  Vail.  I  don't  call  that  to  mind  that  he  had,  my  recollection 
is  that  it  had  not  been  settled  at  that  time,  but  I  guess  it  had,  subject 
to  the  approval  of  the 

Mr.  Graham.  The  ordnance  board  had  at  that  time  settled  it! 

Mr.  Vail.  Yes;  I  guess  they  had. 

Mr.  Graham.  My  understanding  was  that  the  colonel  stated  at 
that  meeting  that  it  had  been  settled,  and  they  were  there  to  approve 
the  settlement. 

Mr.  Vail.  To  approve  it;  yes,  that  is  my  recollection. 

Mr.  Graham.  Well,  was  there  anything  said  there  about  a  salvage 
offer,  or  was  that  matter  discussed  f 

Mr.  Vaii„  Yes;  that  was. 

Mr.  Graham.  What  was  said  on  that  subject! 

Mr.  Vail.  That  the  Standard  Steel  Car  Co.  had  offered  $800,000 
to  salvage,  and  that  several  days  previous  to  that  Col.  Larsen  or  Col. 
Hughes  had  requested  Mr.  Church  and  myself  to  make  a  quick  esti- 
mate of  what  we  considered  the  salvage  worth,  and  we  went  down  and 
went  over  it  very  carefidly  and  we  made  up  figures  based  on  our  knowl- 
edge of  the  stuff,  and  largely  putting  ourselves  in  the  other  man's 
place,  if  we  were  there  and  had  the  money  to  pay  for  it  what  we  could 
pay  cash  for  it,  and  we  estimated  the  amount  of  tonnage  from  knowing 
the  weight  of  the  carriages,  taking  off  the  200  carnages  that  had  been 
shipped,  taking  off  some  ^  carloads  that  had  been  shipped  to  the 
Watertown  Arsenal,  taking  off  the  amount  of  the  material  tnat  we  un- 
derstood the  Watertown  Arsenal  yet  wanted,  taking  off  the  number  of 
tools  shipped  to  the  Watertown  Arsenal  and  Rock  Island  Arsenal,  and 
we  summed  up  our  figures  at  $947,000, 1  think  it  was. 

Mr.  Graham.  Did  that  include  the  buildings! 

Mr.  Vail.  That  included  the  buildings  and  the  machinery  and  the 
material. 

Mr.  Graham.  Now,  let  me  ask  you,  did  you  estimate  that  purely 
from  a  standpoint  of  what,  if  it  were  put  on  a  forced  market,  it  would 
sell  for? 

Mr,  Vail,  We  did ;  7es,  sir. 

Mr.  Graham.  In  other 
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Mr.  Vail.  Well,  even  less  than  that,  because  we  knew  the  forced 
market  outside ;  we  took  into  consideration  the  immense  plant  which 
the  Government  got,  and  the  expense  of  maintaining  that  plant,  pay- 
ing rent,  and  it  was  coding  us  ten  times  as  much  as  it  was  wortn  to 
pay  the  gun  counters  to  count  the  articles,  an  immense  expense,  and  we 
took  that  all  into  consideration,  and  we  considered  that  if  the  Gov- 
ernment got  $945,339,  we  can  have  that  stock  counted,  actual  money, 
it  was  a  good  thing;  that  is,  it  would  be  a  quick  settlement  and  would 
be  a  fair  settlement. 
Mr.  Graiiau.  How  much  did  you  figure  that  metal  per  ton? 
Mr.  Vail.  We  figured  that  metal  at  $14.30  per  net  ton,  whit^  is 
clear— equal  to  $16.24  per  gross  ton.   Metal  always  is  sold  by  the  gross 
ton. 
Mr,  Graham.  What  about  the  steel ;  was  it  steel ! 
Mr.  Vail,  Nickel  steel. 

Mr.  Graham.  What  proportion  of  nickel  in  it? 
Mr.  Vail.  Well,  too  much;  that  is,  that  injured  it  instead  of  im- 
proving it. 
Mr.  Graham.  Made  it  very  hard  i 

Mr.  Vail.  Hard,  yes;  it  couldn't  be  used  for  actually  anything  we 
could  figure  out.    I  will  state  we  made  these  figures  from  quotations, 
daily  quotations  or  local  quotations  on  melted  steel;  then  we  allowed  a 
certain  per  cent  for  cutting  it  up,  went  through  and  averaged  just  how 
much  it  would  cost  to  cut  it. 
Mr.GBAHAM*.  How  much  did  you  allow  for  cutting  it? 
Mr.  Vail.  Well,  about  $3  a  ton,  cutting  and  loading.    We  got  that 
from  the  scrap  men,  after  we  had  made  our  figures,  made  them  up,  I 
interviewed  several  of  the  scrap  men.    One  concern  sent  their  man 
down  and  looked  all  over  it  and  I  never  heard  from  him  again.    I 
also  used  Capt.  Regan  or  Lieut  Regan,  Briggs  &  Turivas  firm,  who 
was  stow  about  gettmg  it  in,  I  went  to  his  office  on  the  morning  it  was 
submitted  and  after  talking  to  him  I  asked  him  what  would  be  a 
fair  value  for  that  scrap  and  he  told  me  $13.50  a  ton — that  is,  gross 
ton — inasmuch  as  I  was  nearly  $3  above  that,  we  let  our  estimate 
stand,  we  used  their  figui-es — I  didn't  use  their  figures  in  making  our 
estimate,  but  we  used  their  figures  in  checking  our  estimate.    After  it 
was  all  done,  Mr,  Church  and  I  sat  down  there  quietly  and  went 
,  over  these  and  we  both  decided  it  was  fair — that  is,  that  they  might 
make  some  money — but  the  Government,  with  the  expense  of  selling 
it  out  piecemeal,  would  not  realize  $947,000. 
Mr.  GitAHAM.  Was  this  steel  material  all  cut? 
Mr,  Vail.  No  ;  there  was  a  lot  of  it  not  cut. 
Mr.  Graham.  In  what  size  was  it? 
Mr.  Vail.  There  were  sheets  5  by  10,  side  plates. 
Mr.  Church.  Then,  there  was  plates  there  8  to  14,  something  like 
that, 
Mr.  Graham.  How  thick? 

Mr.  Church.  About  five-sixteenths;  all  big  plates. 
Mr.  Graham.  Well,  now,  can  that  stuff  be  used  for  anything  else? 
Mr.  Vail.  Well,  we  couldn't  find — probably  some  of  them  could. 
Mr.  Graham.  Was  it  all  nickel  steel? 

Mr,  Vail.  All  hard  steel ;  I  didn't  know  of  any  soft  steel  in  the  lot. 
Mr,  Graham.  What  efforts  did  you  make  to  ascertain  whether  it 
could  be  used  for  any  purpose? 
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Mr.  Vail.  Well,  we  made  inquiry. 

Mr.  Graham.  Of  whom! 

Mr.  Vaii..  Here  is  Mr.  Church,  a  practical  boiler  man,  he  said  it 
could  be  used  for  boilers;  we  used  our  own  experience  largely.  I 
will  illustrate,  for  instance,  there  is  a  pile  of  3-iiich  round  oars  20 
feet  long,  you  might  look  at  that  and  say  it  is  good;  it  can  be  used. 
What  can  it  he  used  for!  The  job  shop  can  use  it,  but  if  the  job  shop 
ever  undertook  to  use  it  and  cut  off  a  piece  5  feet  long  and  put  it  in 
the  lathe  and  tried  to  turn  it,  they  would  turn  it  a  half  an  hour  and 
then  throw  it  away ;  you  couldn't  afford  to  use  it ;  it  is  too  hard ;  they 
would  go  get  a  piece  of  soft  steel. 

Mr.  Graham,  Can't  it  he  resmelted ! 

Mr.  Vail.  Oh,  yes;  remelted;  that  is  what  you  can 

Mr.  Church.  Yes;  it  can  be  remelted. 

Mr.  Garrett.  If  Mr.  Church's  statements  are  going  into  the  record, 
I  think  that  he  should  be  sworn. 

(James  S.  Church  was  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Now,  you  can  refer  to  him  from  time  to  time. 

Mr.  Vail.  Yes;  we  have  always  worked  together,  in  unison. 

Mr,  Graham.  Any  time  you  want  to  find  out  from  him,  ask  him. 

Mr.  Vail.  Yes. 

Mr,  Graham.  Was  there  any  other  scrap  material  there? 

Mr.  Vail.  Yes;  we  estimated  150  tons  of  brass — 150  tons  of  brass. 
Now,  some  of  the  experts,  I  believe,  in  the  inspection  department 
estimated  147.  I  think  the  Standard  Steel  Car  Co.  estimated  110 
tons.  We  put  it  in  at  150  tons.  I  had  the  man  that  made  most  of 
that  brass  over  there,  and  he  looked  over  a  lot  of  it,  and  said  there 
was  some  good  brass  there;  and  when  I  got  down  to  the  point  of 
laying  down  the  money — buying  for  cash — he  said  11  cents  a  pound 
was  a  fair  offer  for  the  brass — that  is,  $220  a  ton,  150  tons  of 
brass. 

Mr.  Graham.  Now,  can't  they  use  that  in  their  business? 

Mr.  Vail,  No;  there  is  nothing  about  a  car  that  can  be  used.  I 
don't  think  there  is  a  pound  of  brass  on  a  car  nowadays. 

Mr.  Graham.  Is  that  the  only  thing  that  the  Standard  Steel  Car 
Co.  do — make  cars? 

Mr.  Vail,  The  only  thing,  except  that  they  have  an  automobile 
factory  down  in  Butler,  Pa. ;  but  I  think  it  is  a  very  small  affair.  I 
think  that  they  only  make  cars. 

Mr.  Graham,  I  understand  they  do  use  a  great  deal  of  that  ma- 
terial in  their  automobile  factories. 

Mr.  Vail.  Brass? 

Mr.  Graham.  Do  you  know  anything  about  that? 

Mr.  Vail.  I  know,  from  being  an  experienced  automobile  builder, 
there  isn't  5  pounds  of  brass  on  an  automobile,  except  some  embellish- 
ment on  the  lamps — ^no  cast  brass  on  an  automobile.  I  don't  know  of 
anj'thing  in  the  Standard  Steel  Car  Co.  that  they  would  ever  use  a. 
pound  of  that  brass  for, 

Mr.  Graham.  Do  you  know  anything  about  the  building  of  a  steel 
car  that  they  ;ijuld  use  this  metal  for? 

Mr.  Vail.  Absolutely.  Mr.  Jenks,  who  is  manager  down  there — 
an  experienced  car  man — told  me  that  there  was  not  a  pound  of  the 
metal  that  they  could  use  in  their  car. 


itv  Google 


1908  WAS  EXPENDITURES. 

Mr.  Grahau.  Tell  us  about  the  buildings.  What  buildings  did  you 
find  out  there? 

Mr.  Vail.  Well,  the  buildings — I  heurd  you  ask  this  morning^ 
about  the  plant.    Tliere  is  a  picture  in  the  back  end  of  the  catalo^e. 
Mr.  Graham.  You  had  better  describe  it.    We  can^t  get  that  into 
the  record. 

Mr.  Vail.  The  main  building  there,  the  main  machine-shop  build- 
ing, called,  No.  U— they  bad  a  building  called  No.  10—280  by  600 
feet,  the  Government  built  an  extension  on  that  of  600  feet  more. 

Now,  I  think 

Mr.  Graham.  How  wide  was  it? 

Mr.  Vail.  Two  hundred  and  eighty  feet.  Now,  something  was 
said  this  morning  about  that  building  costing  something  over 
$300,000,  and  that  the  Standard  Steel  Car  Co.  paid  $150,000— that 
that  was  a  very  good  offer.  I  will  state  that  these  prices  of  the 
buildings  were  checked  up  by  experts  from  Washington  sent  on  by 
the  Assistant  Secretary  of  War  or  somebody,  and  he  thought  we  liad 
made  a  very  fair  estimate. 

Mr.  Graham.  When  did  he  send  that  man  on  ? 
Mr.  Vail.  He  was  here  the  day  of  the  meeting  we  speak  of,  but 
he  got  there  after  the  meeting  was  over. 
Mr.  Graham.  Who  was  hel 
Mr,  Vail.  Mr.  Hodge,  I  think. 
Mr.  Graham.  Who  sent  him  on  here — do  you  know  ? 
Mr.  Vah-.  I  don't  know  who  did. 

Mr.  Graham.  You  said  the  Assistant  Secretary  of  War. 
Mr.  Vail.  I  thought  it  came  from  the  assistant,  I  am  not  sure 
whether  it  was  Mr,  Riley,  I  don't  know  who  did  send  him.  he  had 
some  official  in  Washington  who  telegraphed  him  to  come  fi'oni  Little 
Kock,  Ark.,  and  go  back. 

Mr.  Graham.  You  say  he  was  sent  for;  he  was  at  Little  Rock  and 
brought  up  here? 

Mr.  Vail.  He  was  at  Little  Rock,  and  brought  up  here,  Mr. 
Hodges. 
Mr.  Graham.  He  gave  this  estimate? 

Mr,  Vail.  He  went  over  the  buildings,  got  there  nboiit  5  o'clock  in 
the  evening,  and  Mr.  Church  and  I  went  and  showed  him  ali  the 
buildings,  took  blue  prints,  figured  them  up.  and  took  them  to  his 
hotel  that  night. 

Mr,  Graham.  How  does  it  happen  that  buildings  that  cost  $350,000, 
in  six  months  deteriorated  until  they  were  not  worth  half  that  ? 

Mr.  Vail.  I  think  it  would  be  largely  because  they  were  built  in 
a  rush  time;  everything  high  and  rushed. 
Mr.  Graham,  It  was  no  higher  than  they  are  now. 
Mr.  Vail,  Probably  not. 
Mr.  Graham.  Mr,  Vail,  labor  a 
now  than  they  were  during  the  war 
Mr.  Vail.  Yes, 

Mr.  Graham.  Why  would  it  det« 
Mr,  Vail.  They  would  not  build 
Mr.  Graham.  What? 
Mr.  Vail,  They  would  not  bull 
ising  them;  they  are  not  using  the 
Mr.  Graham.  They  did  use  them 
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Mr.  Vail,  They  have  no  prospect  of  lising  them  now.  absolutely; 
they  are  a  great  expense.  Their  great  plant  next  door  is  not  run  10 
per  cent, 

Mr.  Graham,  It  is  not? 

Mr.  Vail.  No. 

Mr.  Graham.  When  did  they  fall  off? 

Mr.  Vail.  Thev  have  had  a  strike  on  three  months. 

Mr.  Graham.  When  did  that  start? 

Mr.  Vail.  That  started  at  least  three  months  ago;  out  of  3,000 
men — out  of  2,000  men  the  last  account  I  had — they  liad  225  men 
■working,  about  10  per  cent. 

Mr.  Graham.  They  quit  about  the  middle  of  July? 

Mr,  Vail.  I  think  so. 

Air.  Graham.  It  is  claimed — let  me  see  some  of  the  items  here. 
Here  is  one  of  the  items  in  this  award  that  the  Chicago  board  made, 
additional  cost  for  passenger-car  work  done  in  frei^t  shop,  $467,- 
184..'il. 

Mr,  Vail.  Yes.  sir. 

Mr.  (iRAiLVM,  Well,  if  hey  were  not  using  all  th*  capacity  they 
lia<l,  how  could  they  be  entitled  to  any  such  figure  as  that? 

Mr.  Vail.  I  will  explain  to  you — of  course  I  don't  know  anything 
about  these  figures.  I  liave  never  gone  over  that,  but  I  saw  them,  I 
have  a  copy  of  the  claim  hei-e,  I  looked  over  it  casually.  As  I  under- 
stand it.  when  this  plant  was  taken  over  by  the  Government,  they 
had  «  lot  of  passenger  cars  being  built  there,  and  in  order  to  give 
the  Government  the  freedom  of  this  60  acres  just  fenced  off  as  the 
ordnance  plant,  they  took  these  pas.scngers  over  to  their  freight  site 
and  cleared  out  a  building  there  which  was  probably  known  as  their 
paint  shop  and  finished  up  the  cars  over  at  the  freight  site. 

Mr.  Graham.  AVell,  now,  they  have  other  items  in  here. 

Mr., Vail.  Yes,  sir. 

Mr.  Graham,  Xotice  this.  "Returning  plant  to  prewar  condi- 
tions." 

Mr.  Vail.  Yes. 

Mr.  Graham.  Of  course  this  was  a  new  plant. 

Mr,  Vail.  Yes. 

Mr,  Graham.  And  therefore  there  was  no  prewar  conditions. 
"Plant  occupancy  since  suspension,  $100,000." 

Mr.  Vail.  Yes, 

Mr.  Graham.  Thev  would  not  have  used  the  plant  if  thev  had 
had  it. 

Mr.  Vaiu  So  ;  they  thought  they  were  entitled  to  rent  on  it,  ^5 
a  month. 

Mr.  Graham.  $25,000  a  month. 

Mr.  Vah,.  Yes:  $25,000  a  month. 

Mr.  Graham.  Yes,  you  said  $25. 

Mr.  Vail.  $25,000  a'  month,  that  is  one  reason  we  rather  favored 
this  quick  sale  of  the  assets  there  in  order  to  avoid  that. 

Mr.  Graham.  Why  were  they  entitled  to  a  rent  of  $25,000? 

Mr.  Vail.  Well,  they  had  finished  the  Government  contract,  and 
I  suppose  thev — I  suppose  a  plant  of  that  size  ought  to  be  worth 
$25,000  to  them. 

Mr.  Gbahah.  But  they  had  no  use  for  it. 
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Mr.  Vail.  No,  but  still,  if  the  Illinois  Trust  Co.  have  tiiis  build- 
ing and  they  get  out,  they  wouldn't  have  any  use  for  it,  but  thoy 
probably  wouldn't  give  it  to  anybody. 

Mr.  Graham.  For  three  months  they  have  practically  been  idle 
there. 

Mr.  Vaiu  Yes. 

Mr.  Graham.  Prior  to  that  time,  how  was  their  car  business? 

Mr.  Vail.  I  think  quite  good  in  the  freight  side,  that  is  freight 
cars, 

Mr.  Gbaham.  Freight  cars! 

Mr.  Vail.  Yes.  sir. 

Mr.  Graham.  How  about  passenger  cars? 

Mr.  Vail,  I  don't  believe  that  they  built  any  passenger  cars. 

Mr,  Graham,  Did  they  build  any  passenger  cars  after  they  made 
this  contract  with  the  Ordnance  Department? 

Mr.  Vail.  I  don't  know  anything  about  that,  only  what  I  hear  in 
here ;  I  was  not  there. 

Mr.  Graham. _  Is  there  anybody  here  that  knows? 

Mr.  Vail.  I  think  probably  Maj.  Baylis  will  pTObably  know,  Mr. 
Graham;  those  are  matters  that  really  happened  before  I  was  there; 
I  can  only  say  from  hearsay. 

Mr,  Graham,  I  understand,  Mr.  Vait,  that  a  large  part  of  thit* 
claim  is  based  on  the  theory — this  award  is  based  on  the  theory  that 
the  Government  is  damaging  that  company  by  keeping  it  out  of 
possession  and  use,  using  that  for  something  else  when  it  might  use 
it  for  its  own  business. 

Mr.  Vail.  Yes. 

Mr.  Graham.  I  understand  from  you  that  at  the  present  time  it  has 
not  got  much  business. 

5&.  Vail.  Well,  I  may  say  that  I  have  heard  that  they  are  looking 
up  a  business  to  put  in  there,  but  I  don't  know  the  nature  of  ,it.  1 
understood  thoy  were  trying  to  find  some  industry  to  put  in  there  to 
utilize  this  plant.  They  have  it  on  their  hands  and  want  to  get  some- 
thing in  there,    I  just  heard  that  casually. 

Mr.  (iraham.  Have  you  heard  what  sort  of  business? 

Mr.  Vail.  I  haven't  the  least  idea  in  the  world.  One  of  our  men  is 
there  working  on  development  work,  and  I  think  he  is  trying  to  de- 
velop something  to  put  into  that  plant  to  utilize  it. 

Mr.  Graham.  One  of  your  men  you  mean? 

Mr.  Vail.  No;  one  of  the  Standard  Steel  Car  Co,  men.  He  is  the 
head  of  their  advance  and  experimental  department.  I  have  been 
told  he  was  working  on  some  scheme  to  put  something  in  there  to 
utilize  that  plant.    That  is  only  from  hearsay. 

Mr.  Graham.  Was  this  a  man  who  was  formerly  connected  with 
the  Ordnance  Department? 

Mr,  Vail.  Yes;  he  was  general  manager,  or  the  manager  of  pro- 
duction, there — chief  engineer — -very  valuable  man. 
Mr.  Graham.  For  the  company. 
Mr.  Vah,.  For  the  Standard  Steel  Car  Co. 

Mr.  Graham.  Has  he  been  in  the  employ  of  the  company  for  a 
good  while? 

Mr.  Vail.  Yes:  their  best  man, 
Mr.  Graham.  What  is  his  name? 
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Mr.  Vaii.  Christianson.  He  has  done  wonderful  work  on  this 
plant. 

Mr.  Graham.  Was  anything  said  in  the  meeting  at  Hammond,  Ind., 
as  to  whether  there  had  been  an  audit  made  of  the  items  in  this  claim  ? 

Mr.  Vail.  Not  in  the  meeting;  but  I  stepped  out  for  a  minute,  and 
Mr,  Blabey  followed  me  out,  and  he  said  to  me,  "  Why,  some  of  those 
items  have  not  been  audited,"  and  I  says,  "  Blakey,  you  go  on  in 
and  tell  Col.  Hughes" — not  my  business;  I  wasn't  auditor — and  I 
says,  "  You  go  on  in  and  t«ll  Col.  Hughes."  And  he  went  in  and  sat 
alongside  of  Col.  Hughes,  and  I  rather  tbink  he  did  not  say  a  word 
about  it.  I  think  he  came  up  to  town  next  day  and  totd  some  of  the 
gentlemen  from  Washington  what  he  should  nave  told  Col.  Hughes 
in  that  meeting. 

Mr.  Graham.  Oh,  you  heard  in  this — nothing  said  ? 

Mr.  Vail.  Nothing  in  the  meeting.  I  heard  nothing  in  the  meeting 
said. 

Mr.  Graham,  Were  vou  at  the  meeting  next  day  ? 

Mr,  Vaum  I  was  at  the  meeting  next  day,  did  you  say ! 

Mr.  Graham.  Yes. 

Mr,  Vail.  I  was  in  the  meeting,  but  I  don't — I  wasn't  in  the  heat 
of  the  meeting.  I  think  I  was  in  and  out;  had  business  in  other  parts 
of  the  office,  I  don't  think  I  was  referred  to  or  had  anything  to  say 
in  that  meeting;  that  I  asked  any  questions, 

Mr,  Graham.  Did  you  know*  of  the  salvage  offer  that  was  made 
by  Briegs  &  Turivas! 

Mr.  VAIL.  1  will  state,  as  I  told  you,  Briggs  and  Turivas  told  me 
13J  cents  a  pound,  and  they  went  to  Hammond  and  promised  to  let 
me  know  again,  and  I  never  heard  from  l^em  until  some  time — in 
that  connection  down  there — whether  Maj.  Dore,  Col.  Hughes— one  of 
the  gentlemen  had  a  letter  from  Briggs  &  Turivas  saying  that  they 
would  pay  a  certain  per  cent  of  cost  and  material,  and  which,  if  I 
remember  right,  was  something  like  15  to  20 — 15  per  cent.  I  looked  at 
it,  and  I  says,  by  the  way,  "  Well,  of  course  this  is  a  cash  offer,  and  a 
man  that  would  offer  15  per  cent  of  material  that  cost  17  cents  per 
pound  for  scrap  really  doesn't  know  what  he  is  talking  about;  that 
would  amount  to  over  3  cents  a  pound,  and  the  man  will  go  broke 
that  buys  that  at  3  cents  a  pound." 

Mr.  Grahah,  Did  you  know  the  firm  of  Briggs  &  Turivas? 

Mr,  Vail;  No  ;  I  don't  know  them.  I  knew  Lieut.  Began,  formerly 
of  the  service. 

Mr.  Graham.  Did  you  know  whether  the  firm  was  reliable? 

Mr.  Vail.  I  didn't  know  anything  about  them.    I  hadn't  heard  of 
them,  except  I  called  Began  on  the  phone  and  asked  him  to  give  me 
an  idea  of  what  the  scrap  value  was,  what  it  cost  to  cut  it  up.     I 
didn't  hear  from  him,  so  I  went  to  his  ofiice  early  Thursday  morning, 
the  day  Mr,  Church  and  I  submitted  our  estimate.     By  that  time 
the  be.st  offer  we  had  from  Briggs  &  Turivas  was  13J. 
Mr.  Graham,  Tliat  was  not  an  offer, 
Mr,  Vail.  No  ;  just  an  offhand  figure. 
Mr,  Graham.  You  did  not  consider  this  letter  an  offer? 
Mr.  Vail.  I  didn't  know  anything  about  that  letter  until  long 
after  our  estimate  was  in. 


itvGotigle 


1912  WAB  EXPENDITURES. 

Mr.  Graham.  When  was  this  statement  made  that  you  made,  that 
a  person  who  made  this  kind  of  an  offer  didn't  know  what  he  was 
talking  about,  after  the  thing  was  done^ 

Mr,  Vaii-  Yes ;  long  after — after  our  estimate  was  gone  in. 

Mr,  Graham.  Where  did  you  see  tlie  letter? 

Mr.  Vail.  Down  at  Hammond,  the  day  of  the  meeting. 

Mr.  Graham.  Wlio  was  it  showed  it  to  you  ? 

Mr,  Vail.  He  was — somebody  down  there  brought  it  down,  some- 
body from  Chicago  had  a  letter  from  Briggs  &  Turivas;  Palmer, 
I  think,  told  me  about  it  afterward ;  Palmer  in  Chicago  told  me  be 
had  such  a  leter. 

Mr.  Graham.  Are  you  sure  somebody  showed  it  to  you  at  the 
Hammond  meeting? 

Mr,  Vah..  I  would  not  declare  that  either;  it  may  have  been  in 
Chicago;  I  ytan  back  and  forward.  Palmer  may  have  showed  it  to  nie 
in  Chicago. 

Mr.  (iRAHAM.  You  paid  no  attention  to  the  letter? 

Mr.  Vail.  I  thought — I  merely  said  it  was  so  much  per  cent  on 
the  cost  of  the  material — 15  per  cent,  that  it  was — I  thought  it  waa 
so  out  of  the  way,  our  estimate  had  gone  in,  and  I  immediately  con- 
sulted with  Church  and  we  decided  we  had  made  a  fair  estimate 
and  we  would  stick  to  it. 

Mr.  Graham.  If  this  firm  wanted  to  pay  15  per  cent,  Mr.  Vail, 
of  the  cost  price,  that  was  their  affair,  wasn't  it? 

Mr.  Vail.  Yes;  it  wasn't  mine. 

Mr.  Gr^miah.  Why  didn't  you  consider  it  a  bona  fide  offer? 

Mr.  Vail.  I  don't  Itnow;  I  wasn't  taking  offers;  I  was  not  trading. 
I  was  merely  asked  what  I  considered  the  fair  trading  value  for 
that  stuff. 

Mr.  Graham.  A  fair  value  for  it  is  what  you  can  sell  it  for? 

Mr.  Vail,  Yes;  and  get  the  money. 

Mr.  Graham.  And  if  you  can  sell  it  for  15  per  cent,  a  person  would 
be  very  unwise  to  estimate  it  at  4  per  cent,  wouldn't  he? 

Mr.  Vail.  Sure.  Briggs  &  Turivas  letter,  if  I  remember  right, 
as  I  saw  it — was  very  peculiarly  worded — would  give  15  per  cent  or 
the  original  cost  of  the  material  that  went  into  the  part.  Well,  now, 
you  could  go  away  back  to  the  mine  if  you  wanted  to;  it  was  very 
misleading  to  me, 

Mr.  Garrett.  I  move  an  executive  session. 

Mr.  Graham,  (ientlemen.  we  want  to  have  a  little  conversation; 
we  will  go  out  of  the  room  and  be  back  presently. 

(Short  recess  taken.) 

Mr.  Graham.  The  onlv  attention  you  gave  to  this  letter,  Mr.  Vail, 
was  that  the  bidders  ditfn't  know  what 

Mr.  Vail.  I  think  it  was  a  wild  bid;  yes,  sir. 

Mr.  Graham.  You  would  pay  no  more  attention  to  it? 

Mr,  Vaiu  Coine  in  after  we  had  made  our  estimate,  seen  it,  con- 
sulted, and  give  it  all  due  consideration.  Mr.  Church  and  I  went 
and  talked  it  over  and  decided  tliat  we  had  committed  ourselves  after 
careful  thought  and  everything  and  we  would  stand  by  what  we  said 
as  being  the  best  of  our  judgment. 

Mr.  Graham.  Well,  you  arrived  at  approximately  $947,000,  didnt 
you? 

Mr.  Vail.  I  did. 
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Mr.  Graham.  And  afterwards,  when  you  met  with  these  gentlo- 
men,  the  salvage  was  reduced  to  $900,000  ? 

Mr.  Vail.  Yes. 

Mr.  Graham.  What  did  you  do  with  that  $47,000? 

Mr.  Vail.  We  had  nothing  to  do  with  that  whatever.  I  rather 
think  the  question  was  put  to  us  in  the  Chicago  oflSce.  to  Mr.  Church 
and  me  together,  "AVould  you  consider  $900,000  clean  sale?"  and 
we  said  "Yes." 

Mr.  Graham.  AATio  put  that  question  to  you? 

Mr.  Vail.  I  don't  remember.    Do  you,  Mr.  Church? 

Mr.  Church.  No;  I  do  not. 

Mr.  Graham.  If  you  do  not  remember,  say  so. 

Mr.  Vail.  I  do  not  remember.  There  were  several  gentlemen 
there;  several  from  Washington. 

Mr.  Graham.  That  was  at  Hammond,  you  say? 

Mr.  Vail.  Xo;  that  was  in  Chicago,  I  think. 

Mr.  Graham.  Were  you  at  the  meeting  the  next  day  ? 

Mr,  Vail.  I  was. 

Mr.  Graham.  Well,  was 

Mr.  Vail.  You  mean  up  here  in  Chicago? 

Mr.  Graham,  Yes, 

Mr.  Vail.  Well.  I  was  in  the  office  off  and  on,  but  not  throughout 
the  meeting. 

Mr.  Graham.  You  don't  remember  who  asked  you  whether  $900,000 
was  a  fair  offer? 

Mr.  Vail.  No,  sir. 

Mr.  Graham.  What  you  say  you  said? 

Mr.  Vail.  I  think  so ;  yes. 

Mr,  Graham.  Well,  if  $947,000  was  your  estimate 

Mr.  Vail.  Yes,  sir. 

Mr.  Graham.  Why  did  vou  consider  $900,000? 

Mr.  Vaiu  Because  I  didn't  think  the  Standard  Steel  Car  Co. 
would  give  more:  they  had  assured  us  that  they  would  not. 

Mr.  Graham.  You  were  basing  your  judgment  entirely  on  what 
the  Standard  Steel  Car  Co.  would  give? 

Mr.  Vaiu  Yes.  sir;  and  what  the  Go%'emment  could  afford  to 
take  for  a  quick  clean-up. 

Mr.  Graham.  Do  von  think  that  is  the  right  basis  to  arrive  at  a 
salvage  value.  Mr,  Vail,  to  figure  what  the  contractor,  the  person 
iiit«rested,  will  give  the  Government  for  it? 

Mr.  Vail.  Why.  I  should  think  that  was  the  only  thing;  if  you 
make  the  price  so  high  he  won't  take  it  you  simply  throw  it  on  the 
.salvage  board  to  be  sold  out  in  small  lots,  and  invariably  it  costs 
almost  as  much  to  sell  it  as  you  would  get  out  of  it. 

Mr.  (iRaham.  AVhere  did  you  ever  hear  of  such? 

Mr.  Vail.  I  have  heard  such — for  instance,  a  building,  as  I  under- 
stood, got  no  offer  that  was  satisfactory:  started  to  tear  it  down; 
paid  a  big  price  to  t«8r  it  down  and  move  it  away 

Mr.  Graham.  AATiat  plant  was  that? 

Mr.  Vail.  The  Stancfard  Forging,  I  think. 

Mr.  Graham.  The  Standard  Forging? 

Mr.  Vail.  Thev  did  fear  the  building  down  and  wished  after- 
wards that  they  hadn't.  That  I  only  know  from  hearsay,  1  never 
saw  the  building. 
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Mr.  (Ibaham.  Yon  did  not  think  it  ^as  advisable  even  to  <ii 
(hi-  .n<;rap  metal  for  sale  elsevrhere?  \ 

Mr.  VAIL.  Yes;  I  wonld — in  my  judgment  I  woiilil  liave  offeMi 
it.  hut,  aw  I  understood,  the  object  of  the  whole  thing  was  to  mu 
a  rapid  and  clean,  qnick  cican-iip 

.Mr.  (iiiAHAM.  AVho  told  yon  that  was^  the  object  of  it? 

Mr.  Vaiu  Well.  I  understood  it  right  along,  in  fact, 

Mr,  (Jraiiabi.  AVell,  who  from? 

Mr.  Vail.  Well,  I  don't  know  as  I  can  call  to  mind;  I  was  il 
Washinf^n   on   this   in   May.   discnssing   this    very    claim; 
down  there  to  see  if  I  could  be  of  any  service. 

Mr.  Graham.  Did  you  go 

Mr.  Vail.  And  thev  refeired  it  back  here,  and  says,  "  You  ie!I| 
the  (Tiicapo  office  to  clean  this  thing  up  if  they  can." 

Mr.  (iRAHAM.  Did  you  go  of  your  own  volition? 

Mr.  Vail.  No;  I  was  at  the  Aberdeen  proving  grounds  and  etoppol  1 
off  thei'e  at  the  instrnction  of  Mr.  Russell  to  see  if  I  could  be  of  any 
.•spi'vice, 

Mr.  Graham,  The  instnution  of  ilr,  Ruasell,  chief  of  the  Ord-  i 
nance  Board  here? 

Mr.  Vail.  Yes. 

Mr.  Graham,  Did  he  tell  you  to  offer  your  services  in  connection 
with  this  claim? 

Mr.  Vail.  He — there  was  a  question  ui>  about  governing  this, 
whether  with  a  contract 

Sir.  Graha^e.  And  the  question,  was  that  explained?  Explain 
that  to  us. 

^  Mr,  Vail.  This  was  originally — there  has  never  been  a  contract 
s'gned  on  this  production  down  nere. 

Mr.  Graham.  Why? 

Mr,  Vail.  It  was  a  procurement  order — order  CF  331. 

Mr.  Graham,  Whv,  why  wasn't  there  ? 

Mr.  Vail.  I  don't  Itnow  why. 

Mr.  Graham.  You  do  know,  don't  you,  that  the  company  would 
not  sign  the  contracts? 

5Ir,  Vah*  I  do — I  understood  that  they  ivoidn't  sign  a  contract: 
yes.  sir. 

Mr.,  Graham.  Xow.  when  did  Mr.  Russell  first  speak  to  you  about 
going  down  there? 

Mr,  Vail.  The  matter  first  came  up  in — this  contract  called  for 
a  certain  per  cent  on  cost  to  be  based  on  an  estimate. 

Mr,  Graham.  That  is  the  Bridge  Turivas  order  did? 

Mr,  Vail.  Yes  sir.  In — shortly  after  Mr.  Church  and  -I  went 
there,  we  went  there  the  same  day,  possibly  in  June — the  matter 
c;ime  up  of  what  the  giin  carriages  would  cost. 

Mr.  Graham.  Came  up  with  whom? 

Mr.  Vail,  With  the  department,  to  make  the  final  contract,  I 
5.hould  judge,  or  set  what  profit 

Mr.  Graham.  That  was  in  September? 

Mr.  Vail.  No;  that  was  in  July,  1918. 

Mr.  Graham.  Well,  you  were  not  then  in  the  department,  were 

Mr.  Vail.  I  was:  I  was  there  the  17th  of  June,  but  I  was  manu- 
fiicturing  expert,  not  chief  production  officer. 
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Mr.  Graham.  Weil,  you  were  manufacturing  expert  attached  to  this 
particular  plant. 

Mr.  Vail,  Never  been  any  place  else  with  the  ordnance  but  this 
plant. 

Mr.  Gkahau.  When  did  you  begin  as  manufacturing  expert  there? 
Mr.  Vail.  June  17, 1918. 

Mr.  Gkauam.  Ves;  and  only  went  in  there  as  production  officer  in 
September* 

Mr.  Vail.  September  11, 1918. 

Mr.  Graham.  Now,  then,  shortly  after  you  came  in  with  Mr. 
Church  somebody  took  up  with  you  the  question  of  the  cost  of  provid- 
ing these  gun  carriages? 
Mr.  Vaiu  They  did. 
Mr.  Graham.  Who  was  it? 

Mr.  Vail.  I  think  it  was  Mr.  Eussel's  office — I  think  Mr,  Russel 
himself. 

Mr.  Gbahah,  Yes;  what  did  Mr.  Russel — what  were  his  views 
about  it  ? 

Mr.  Vail.  The  Standard  Steel  Car  Co.  had  submitted  an  estimate 
of  the  cost  of  this  gun  carriage  at  about  $52,000,  we  will  say ;  they 
drew  the  papers,  and  Mr,  Church  and  myself,  we  went  very  carefully 
to  work  and  we  went  over  the  figures,'  and  I  have  a  letter  here  covering 
it  and  allowing  liberally  for  everything— that  is,  war  conditions — ana 
we  figured  the  gun  carriage  would  cost  about  $35,000. 
Mr.  Ghahah.  Thirty-^ef 
Mr.  Vail.  Yes,  sir. 

Mr.  Graham.  Did  you  make  a  report  of  that  kind  ? 
Mr.  Vau.  We  did. 

Mr.  Graham.  Well,  then,  what  happened  ? 

Mr.  Vail.  Then  we  went  to  Washmgton,  and  Mr,  Hanson,  of  the 
Standard  Steel  Car  Co.,  he  claimed  that  the — he  insisted  that  it 
couldn't  be  done,  and  that  they  should  have  $5,100  profit,  1  think 
it  was. 
Mr.  Graham.  Who  sent  you  to  Washington,  Mr,  Vailt 
Mr.  Vaii*  Mr.  Russel. 

Mr.  Graham.  Did  you  and  Mr.  Church  both  go? 
Mr,  Vail.  Yes,  sir, 

Mr.  Graham.  Did  anybody  else  go  with  you  ? 
Mr.  Vail.  Nobody;  no. 
Mr.  Church.  1  was  down. 
Mr.  Vail.  You  were  not  ordered  down. 

Mr.  Church.  I  got  a  telegram  at  Watertown  to  go  and  meet  you  in 
Washington. 

Mr.  Graham.  Whom  did  you  meet  there? 
.   Mr.  Vail.  Oh,  we  met  Col.  Jamison — we  first  met  Maj.  Darae,  who 
took  us  to  Col.  Jamison — and  I  think  Col.  Jamison  sent  us  to  Mr. 
Hughes,  or  Col.  Hughes,  then  Maj.  Hughes. 

Mr,  Graham.  Who  were  there,  were  there  any  representatives  of 
the  company  with  you  ? 
Mr.  Vail.  Mr.  Hanson  and  Mr.  Corey  met  us  in  the  office  there. 
Mr.  Graham.  Then  you  went  over  this  claim,  did  you? 
Mr.  Vail.  Yes. 

Mr.  Gr.\ham.  With  Col.  Hughes? 
Mr.  Vail.  Yes. 
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Mr.  Graham.  ^Vho  decided  that  $4,000  was  the  right  profit* 

Mr.  Vail.  I  think  that — I  think  Col.  Hughes  was  the  spokesman, 
and  he  offered  Hanson  $4,000,  after  Hanson  explaining  that  it  could 
not  be  done  for  less — Hanson  wanted  $5,200;  stuck  out  for  $5,200 — 
then  after  some  negotiations  1  think  Col.  Hughes  said  "  You  will 
hccept  $4,000,"  and  Hanson  savs  "  No ;  but  I  will  split  the  difference 
between  $4,000  and  $6,200."  liien  I— my  recollection  is  CoL  Hughea 
says,  "No;  all  jou  get  is  $4,000;  if  you  don't  take  it,  you  can't  get 
anything,"  and  they  settled  on  $4,000. 

Mr.  Grahah,  Let  me  return  for  a  moment  to  tha-t  salvage  offer, 
$947,000.  Suppose,  after  you  had  fixed  that  salvage  offer  tiiat  this 
company  had  offered  you  ^00,000,  would  you  ha.v&  agreed  to  itt 

Mr.  Vail.  No. 

Mr.  Graham.  Why  not,  if 

Mr.  Vail.  They  did  oflfer  $800,000.  I  think  I  would  have  taken 
the  risk  to  sell  it  to  somebody  else. 

Mr.  Ghaham.  Who  could  you  have  sold  it  to? 

Mr.  Vail.  I  think  we  probably  could  have — I  think  we  could  have 
sold — the  buildings,  it  would  be  a  question  whether  the  Government, 
even  at  $800,000,  wouldn't  be  better  off,  that  is  than  if  they  didn't,  the 
buildings  are  on  their  ground.  Now,  as  an  illustration,  there  is  a 
cement  Duilding  there  that  cost  $120,000 — concrete  warehouse — they 
offered  $35,000  for  it.  Now,  we  had  a  wrecker  in  there  to  look 
at  that  building  to  wreck  it,  and  he  wouldn't  take  it — have  it — rein- 
forced concrete,  it  couldn't  be  moved,  absolutely.  They  would  give 
$35,000  for  it.  I  also  had  the  wrecker  in  there  looking  at  those 
bmldings,  what  it  would  cost  to  take  them  away,  that  big  machine 
shop,  $150,000, 1  think  I  have  the  percentage  of  what  that  cost,  that 
■wouldn't — a  man  could  not  afford  to  give  $75,000  for  it  and  move  it 
and  put  it  up  again  because  it  is  all  bricked  up  again.  On  their 
offer  of  buildings,  they  calculated  through  about  30  per  rent  of  what 
they  cost  in  war  times. 

Mr.  Graham.  What? 

Mr.  Vail.  Their  offer  on  buildings  included  in  this  estimate  of 
$947,000,  the  buildings  run  about  30  per  cent  of  the  original  cost, 
now,  the  idea  being,  here  is  a  building  on  another  man's  ^ound, 
tliere  is  no  way  that  the  Government  could  get  those  buildings 
away — they  might  condemn  the  ground 

Mr.  Graham,  "Wliat  was  it  built  on  somebody  else's  ground  for! 

Mr.  Vail,  That  is  something  away  behind  me.  I  think  if  I  had 
made  the  contract,  knowing  what  I  do  of  the  situation  now,  I  would 
have  put  in  a  provision  for  the  purchase  of  the  ground.  All  of  this 
is  long  before  my  time.  I  think  those  things  were  done  that  way 
during  the  war. 

Mr.  Graham.  As  a  matter  of  fact,  Mr.  Vail,  your  entire  salvage 
value  on  this  stuff  was  based  on  the  theory  of  how  much  you  could 
get  out  of  this  company? 

Mr.  Vail.  Entirely — well,  not  entirely,  but  very  largely,  that  they 
could  afford  to  give  so  much,  and  we  expected  them — we  thought 
that  they  would  make  a  profit  on  it,  and  we  knew  that  they  could 
make  a  whole  lot  more  profit  than  any  outside  bidder  to  go  into  the 
plant  without  the  facilities ;  they  have  the  facilities  there  for  han- 
dling it,  their  own  men,  whereas  I  might  state  there  was  a  contract 
let  for  the  salvage  to  move  any  and  all  stuff  there  for  $6  a  ton;  that 
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included  the  building;  $6  a  ton  on  one  of  those  buildings  would 
make  quite  a  hole  in  it  to  tear  it  down. 

Mr.  Graham.  What  was  your  business,  Mr.  Vail,  before ;  you  said 
you  were  an  engineer? 

Mr.  Vail.  Yes.  sir. 

Mr.  Graham.  Did  vou  have  an  office  here  in  Chicago? 

Mr.  Vael.  Xo,  sir;  \  have  been  retired  for  two  years. 

Mr.  Graham.  Living  where? 

Mr.  Vail.  Evanston,  111. 

Mr.  Graham.  Are  you  connected  in  any  way  with  any  manu- 
facturing interests  of  any  kind  ? 

Mr.  Vail.  None  whatever.  I  am  a  stockholder  in  one  of  the  auto- 
mobile companies  in  Detroit.  Previous  to  that  I  was  chairman  of 
the  Maxwell  board  in  New  York. 

Mr.  Graham.  Maxwell  board? 

Mr.  Vail.  Maxwell  Motor  Co.  I  have  been  in  the  manufacturing 
business  for  35  years. 

Mr.  Graham.  Cross-examine,  Mr.  Jefferis. 

Mr.  Jefferis.  What  automobile  company  are  you  interested  in, 
Mr.  Vail? 

Mr.  Vail.  I  have  stock  in  the  Maxwell  Co.,  of  which  I  was  for- 
merly chairman. 

Mr.  Jeiteris.  Where  is  it  located? 

Mr.  Vail.  Detroit,  Dayton,  and  Newcastle,  Ind. 

Mr.  Jefferis,  Did  the  Maxwell  have  any  contracts  wiUi  the  Gov- 
ernment— Maxwell  Automobile  Co.? 

Mr.  Vail,  I  have  heard  that  they  have.  I  have  never  been  in  their 
plant — I  have  never  been  in  their  shops — for  five  years;  I  knew 
nothing;  haven't  any  connection  with  them;  happened  to  own  some 
shares  of  stock. 

Mr.  jEiTERis.  Do  you  know  whether  they  have  settled  or  not? 

Mr.  Vail.  I  don't  know ;  haven't  the  least  idea. 

Mr.  Jefteris.  Just  what  were  your  duties  as  chief  production 
officer  here  in  Chicago? 

Mr.  Vail.  I  was  located  at  Hammond. 

Mr.  Jefferis.  In  this  district! 

Mr.  Vail,  Yes :  I  was  located  at  Hammond.  The  chief  of  produc- 
tion—the duties  of  the  chief  of  production  officer  are  to  be  a  linison 
officer  between  the  Standard  Steel  Car  Co.  and  the  Government 
regarding  the  matters  of  production. 

Mr.  Jefferis.  Well,  in  what  way? 

Mr,  Vail.  Well,  we  approve  all  prices  of  purchases. 

Mr.  Jefferis.  Of  material  ? 

Mr.  Vail,  Of  material,  buildings,  anything  else,  everything.  Every 
expenditure  had  to  be  approved  by  us  before  the  money  was  paid,  gen- 
erally before  it  was  purchased. 

Mr.  Jefferis.  And  with  what  officers  of  the  Standard  Steel  Car 
Co.  would  you  mgike  these  approvals? 

Mr.  Vail.  The  approvals  come  to  us  from  the  purchasing  depart- 
ment. 

Mr.  Jefferis.  Who  was  that? 

Mr.  Vatl.  Tlie  purchasing  manager  I  had  up  to  probably  the  first 
of  the  year  was  a  gentleman  oy  the  name  of  Jesup — R.  H.  Jesup. 

Mr.  Jefferis.  And  who  after  that? 
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Mr.  Vaii.  After  that  was  a  man  by  the  name  of  Reeder;  he  is  still 
in  that  position. 

Mr.  Jefpebis.  So,  if  the  Standard  Steel  Car  Co.  wanted  to  pur- 
chase any  materials  or  to  put  up  any  buildings  they  got  you 

Mr.  Vail.  They  had  to  get  our  approval. 

Mr,  Jefferis.  They  got  your  approval  first? 

Mr.  Vail.  Our  approval. 

Mr.  Jefferis.  Would  you  furnish  estimates,  or  how? 

Mr.  Vail.  Always  estimates,  bids — always. 

Mr.  Jefferis.  Well,  did  they  keep  within  these  estimates  or  bids  or 
overnm  them? 

Mr.  Vail.  They  always  kept  within  them,  we  wouldn't  approve  any 
over  them.  If  tfie  bill  came  in,  we  approved  the  invoice  after  they 
came  in.  If  they  ran  over,  we  would  not  pay  it  unless  there  was  some 
very  good  reason  for  it  that  could  be  explained ;  some  very  satisfactory 
way. 

Mr.  Jefferis.  They  spent  more  money  on  buildings  out  there  than 
the  Government  had  approved,  did  they? 

Mr.  Vail.  They  did. 

Mr,  Jefferis,  Did  you  approve  that? 

Mr.  Vail.  I  did  not;  nobody  did. 

Mr.  Jefferis.  How  much  more  did  they  spend  than  what  you 
approved  ? 

Mr,  Vail.  I  have  heard  it  said  here  this  morning,  I  think  it  was — I 
think  the  figures  I  heard  here  this  morning — and  they  sounded  about 
right — but  they  were  never  approved ;  they  went  into  the  claim. 

Mr.  Jefferis.  Then,  from  September,  1918,  all  these  purchases  had 
to  be  approved  by  you.  did  they? 

Mr,  Vail.  Yes.  sir;  September  11. 

Mr.  Jefferis.  Well,  now,  just  what  purchases  had  been  made  I'.p  to 
the  time  of  the  armistice? 

Mr,  Vail.  Wliy,  practically  everything  for  the — there  were  very 
few  purchases  made  after  the  armistice. 

Mr,  Jefferis.  Do  you  know  how  much  ? 

Mr.  Vail.  More  than  factory  supplies  and  things,  odds  and  ends, 
to  finish  up  the  200  carriages,  and  everything  was  countermanded; 
first  went  down  to  300.  then  later  down  to  200  carriages. 

Mr.  Jefferis.  When  did  it  go  down  to  200? 

Mr.  Vail.  I  should  judge  that  happened  along  in  the  end  of  the 
year.    Do  you  know  when  it  was?  , 

Mr.  Church.  It  was  about  a  month  after  it  was  cut  down  to  300. 

Mr.  Vail.  Yi>s :  cut  down  to  300  ami  then  down  to  200. 

Mr.  Jefferis.  As  a  matter  of  fact,  it  was  March  before  it  was  cut 
down. 

Mr.  Vail.  WpII.  maybe  that  is  it. 

Mr.  Jeiteris.  Wt'll,  how  much  of  the  material  to  manufacture 
200  carriages  had  vou  approved  up  to  the  armistice.  November  11, 
1918? 

Mr.  Vail.  Practically  everything  except — I  think  that  the  stuff  for 
tlie  ^00  carriages  had  all  been  purcliascd,  every  bit  of  it, 

Mr,  Jefferis.  Have  you  any  figures  of  what  amount  had  been  pur- 
chased at  the  time  of  tlie  armistice? 

Mr.  Vail.  Xo.  sir :  I  have  no  figures ;  the  accounting  department 
mav  liave ;  but  it  is  my  recollection  that  there  was  no  purchases  made 
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of  material  that  went  into  the  gun  carriages  after — after  I  went  in 
office,  September  11, 1  think  all  the  purchases  had  been  made  before 
tliat. 

Mr.  Jeffebis.  Do  you  mean  to  tell  the  committee  that  all  these 
purchases  had  been  made  before  you  became 

Mr.  Vau..  Practically  |  yes,  sir. 

Mr.  Jefferis  (continumg).  Chief  production  officer  in  1918? 

Mr.  Vaii_  Yes. 

Mr.  Jeffeiiis.  As  a  matter  of  fact,  you  did  not  approve  hardly 
anything  after  vou  went  in  office? 

Mr.  \  AIL.  "W'e  had  another  contract  on  there,  you  know,  for  the 
catepillar;  we  had  to  approve  that. 

Mr.  Jeffkms.  I  dont  want  to  mix  up  the  caterpillars  with  the 
carriages. 

Mr.  Vail.  Then  we  had 

Mr.  Jeffebis.  Well,  just  wait  a  minute. 

Mr.  Vail.  Yes. 

Mr.  Jefferis.  As  I  understand  you,  in  so  far  as  this  gun-carriage 
proposition  was  concerned,  all  the  purchases  of  material  had  been 
approved  and  were  on  hand  when  you  went  there? 

Mr.  Vail.  No. 

Mr.  Jefferis.  Wlien  you  went  there  in  September,  1918  ? 

Mr.  Vail  No  ;  the  purchases  had  been  approved ;  but  there  was  a 
lot  not  on  hand,  a  great  deal. 

Mr.  Jefferi.i,  Put  it  that  way,  then ;  had  they  all  been  approved  ? 

Mr.  Vail,  Tlie  purchases  had  been  approved. 

Mr.  Jefferis.  When  j'ou  took  that  office  of  chief 

Mr.  Vail.  For  964  gun  carriages. 

Mr.  Jefferis.  Do  you  know  wliat  the  amount  of  the  purchases 
amounted  to  at  that  time! 

Mr.  Vail.  Well,  I  guess  I  could  tell  pretty  easily;  it  is — well,  the 
material  we  estimated — I  don't  know  the  figures ;  filr.  Miller  would 
know  them  better  than  I  do;  I  didn't  keep  the  figures;  but  here  is 
our  estimate  of  material,  was  $9,000  for  gun  carriage,  and  964  would 
make  nearly  $9,000,000,  vou  see,  the  purchases. 

Mr.  Jefferis.  Now,  wnen  was  that  estimated  ? 

Mr.  Vail.  WTiat — that  estimate  was  made  in  July,  1918;  that  is 
the  amounts  of  material. 

Mr.  Jefferis.  Who  was  your  predecessor  chief  production  officer! 

Mr.  Vail.  The  predecessor  chief  production  officer  was  Maj. 
Parks. 

Mr.  Jefferis.  Do  you  know  where  he  is  now ! 

Mr.  Vail.  I  have  no  idea. 

Mr.  Jefferis.  Then  I  take  it  that  these  buildings  werf  «"  nrmmvod 
before  you  took  the  office  of  chief  production  officer. 

Mr.  Vail.  1  approved  only  one  lot  of  buildings,  n 
were  ever  finished,  one  started  and  never  finished,  one  I 
rest  buildings  which — we  emploved  a  great  many  womi 
authority  from  our  power  higher  up  to  build  three 
buildings  and  we  approved  those. 

Mr.  Jetferis.  They  were  never  completed  ? 

Mr.  Vail.  They  were  never  completed. 
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Mr,  JEFFER19.  Now,  when  you  took  charge  there  as  chief  produc- 
tion officer  at  Hammond,  as  I  understand  there  had  been  very  little 
work  done  on  any  of  these  carriages. 

Mr.  Vail.  No;  there  had  been  considerable  work,  but  there  had 
been  terrible  delay  in  receiving  material. 

Mr.  Jefferis.  What  did  you  mean  a  little  while  ago  when  you 
said  very  little  progress  bad  been  made  Sept«mber  11  ? 

Mr.  vAii^  I  meant  toward  completed  carriages,  they  were  unbal- 
anced, they  had  to  allow — they  had  a  whole  lot  of  one  thing  and 
nothing  of  another,  I  might  explain  too  that  our  first  carriage  which 
we  got  out  on  file  28th  day  of  September  at  the  request  of  Mr.  Rus- 
sel,  chief  of  ordnance,  who  asked  us  to  get  it  out,  we  had  to  substi- 
tute hand-niade  material,  had  to,  for  instance  where  we  could  not 
get  drop  forgings,  we  had  to  get  men  working  to  hammer  out  by 
hand  certain  pieces  for  carriages  in  order  to  get  one  gun  carriage, 
and  the  bill  would  apply  on  that  stuff,  especially  drop  forgings. 

Mr.  Jefferis.  Do  you  know  how  much  that  gun  carriage  you  got 
finished  by  this  hand  work  cost? 

Mr.  Vaii„  I  should  say  a  couple  hundred  thousand  dollars,  take  it 
just  that  way,  delay  and  everything, else.  That  is  only  a  guess,  sur- 
mise.   Is  that  right? 

Mr.  Church.  It  cost  a  good  deal  more  than  that. 

Mr.  Vail.  It  cost  a  good  deal  more  than  that  because  it  had  been 
running  along.  If  we  had  stopped  then  and  took  all  the  expense, 
everything,  it  would  probably  have  cost  a  million  dollars — that  is,  if 
you  measured  by  the  output  of  one  gun  carriage. 

Mr.  Jefferis.  And  so  you  spent  considerable  of  your  time  after 
you  got  in  there  as  chief  production  officer  getting  out  one  gun  car- 
riage ? 

Mr.  Vail,  Yes. 

Mr.  Jefferis.  Did  that  by  hand? 

Mr.  Vail.  Oh,  no,  no ;  after  I  got  in.  I  went  in  the  11th  of  Septem- 
ber and  the  first  gun  carriage  was  finished  on  the  28th  of  September. 

Mr,  Jefferis.  Yes. 

Mr.  Vail.  And  by — we  had — we  had  the  parts  of  many  gun  car- 
riages, maybe  we  had  200  platforms,  didn't  we,  in  December? 

Mr.  Jefteeis.  You  got  one  out  September  28. 

Mr.  Vail,  Yes. 

Mr.  Jefferis.  That  was  a  hand-made  concern? 

Mr,  Vail.  That  was  partly  a  hand-made  concern. 

Mr.  Jefferis.  And  you  spent  how  much  do  you  think,  getting  that 
out! 

Mr,  Vail.  Well,  the  direct  labor  on  it,  that  is  just  that  thing  itself, 
eliminating  the  parts  of  the  others,  I  should  say,  according  to  how 
you  counted  it.  if  you  counted  the  use  of  the  buildings  and  every- 
thing for  that  one.  it  was  a  whole  lot,  but  take  just  the  material  and 
labor,  the  material  wouldn't  cost  any  more,  $9,000.  and  the  subcon- 
tracts would  cost  five  thousand  more;  that  is  $14,000  of  material, 
the  material  and  the  subcontract  cost  on  this  carriage,  according  to 
our  estimate,  we  estimated  the  total  labor  on  those  gun  carriages 

Mr.  Jefferis.  I  am  just  talking  about  this  one  now, 

Mr,  Vail,  Oh,  well,  that  would  be  about — an  almost  impossible 
thing  to  tell. 

Mr.  Jefferis.  When  did  you  get  out  the  next  one? 
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Mr.  Vail,  The  next  one?  They  commenced  to  come  out  pretty 
lively  after  the  1st  of  December, 

Mr.  Jeffehis.  Do  you  know  when  you  got  out  any  more? 

Mr.  Vail,  Yes ;  we  got  up  to  10  a  day. 

Mr.  Jeffebib.  When? 

Mr.  Vail.  In — when  did  we  make  the  10,  in  May? 

Mr.  Chttrch.  Didn't  make  any  10. 

Mr.  Vail.  How  many  did  we  make — we  made  30  a  week. 

Mr.  CrniKCH.  We  made  30  a  week. 

Mr.  Vau*  At  five  a  day. 

Mr.  Jfjtefis.  When  did  you  do  that? 

Mr.  Vail.  We  made — we  did  that  in 

Mr.  Chuhch,  Mav. 

Mr.  Vail.  May.    'I  was  in  Washington. 

Mr.  Jeffehis.  May,  1919. 

Mr,  Vail,  May.  1919,  30  a  week. 

Mr.  Jefferis.  So  you  got  out  one  on  September  28.  Did  you  get 
out  any  more  before  the  armistice! 

Mr.  Vail.  No;  none  finished. 

Mr,  Jefi-eris.  ^Vhat  did  you  do  with  that  onel 

Mr.  Vail.  That  went  to  the  Aberdeen  Proving  Ground. 

Mr.  Church.  It  wasn't  shipped  until  January. 

Mr.  Vail.  It  wasn't  shipped  till  January,  because  we  didn't — we 
held  it  there  until  January,  we  didn't  get  a  gun. 

Jlr.  GKAHAsr.  Just  a  moment,  Mr.  Church,  you  tell  Mr.  Vail  what 
he  wants  to  know,  and  let  him  say  it,  otherwise  the  record  gets  all 
confused. 

ilr.  Vail.  Yes,  yes.  We  held  that  until  January,  when  we  got  a 
gun, 

Mr.  Jeffehis.  Where  did  vou  get  the  gun! 

Mr.  Vail.  It  came  from  the  Watervliet  Arsenal. 

Mr.  Jefferis.  You  put  the  gun  on  it.  and  sent  it  to  Watertown! 

Mr.  Vail.  It  was  necessary  to  have  the  gun  in  order  to  balance  the 
carriage. 

Mr.  Jeffehis.  Did  you  have  to  wait  for  the  gun  any! 

Mr.  Vail.  Yes:  we  waited  until  January. 

Mr.  Jefferis.  Well,  had  you  any  others  made? 

Mr,  Vail.  Any  other  guns? 

Mr.  Jefferis.  Carriages? 

Mr.  Vail.  Yes;  we  had  quite  a  r 
time. 

Mr.  Jefferis.  Whv  didn't  you  sen 

Mr.  Vail.  We  couldn't  send  tliem 
the  howitzer,  as  we  called  it,  to  bal 
is  tried  in 

Mr.  Jefferis.  ^Vlien  did  you  hui 
guns  made;  when  did  you  get  them 

Mr.  Vail.  How  did  we  ? 

Mr.  Jeiteris.  These  200  carnages 

Mr.  Vail.  Yes. 

Mr.  Jefferis.  You  were  hurrj'ing 

Mr.  Vail.  We  were  hurrying  tn( 
every  minute. 
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Mr.  Jefferis.  When  did  vou  get  them  made  t 

Mr.  Vail.  We  got  them  finished  on  the  28th  day  of  July,  1919. 

Mr.  Jbpferis.  1919. 

Mr.  Vail,  June,  June,  June. 

Mr.  Jeffebis.  Was  it  June  or  July? 

Mr.  Vail.  June;  28th  day  of  June. 

Mr,  Jefferis.  Now,  did  you  have  to  have  anything — any  of  the 
recuperators  ? 

Mr.  Vail.  Yes. 

Mr.  Jeffebis.  Did  they  have  anything  to  do  with  your  production 
of  these  carriages? 

Mr.  Vail.  We  couldn't  finish  or  ship  our  gun  carriages  without 
the  recuperators. 

Mr.  Jefferis,  When  did  you  get  those? 

Mr,  Vail.  We  commenced  to  get  them — I  am  just  spealcing  from 
memory  now — I  should  say  araut  December  1,  or  the  middle  of 
December. 

Mr.  Jefferis.  Then  the  major  part 

Mr.  Vail,  About  December  1, 1  should  say, 

Mr.  Jefferis.  The  major  part  of  the  expenditures  for  labor,  etc., 
occurred  after  the  armistice  for  these  carriages,  didn't  it? 

Mr.  Vail.  The  finishing  did,  the  finishing  up  very  largely ;  yes,  sir. 

Mr.  jEFt'ERis.  That  is  when  most  of  this  overhead  expense  and  aU 
this  was  created? 

Mr.  Vail.  Yes;  very  much  of  it. 

Mr.  Jefferis.  And  lunning  up  until  the  1st  of  July? 

Mr.  Vail,  Yes,  sir. 

Mr.  Jefferis.  Now,  you  told  me,  or  said,  here  a  little  while  ago 
that  you  went  to  Washington  in  May,  I  think  it  was,  of  1919? 

Mr,  Vail,  Yes,  sir. 

Mr.  Jefferis.  Did  you?  To  try  to  take  up  the  settlement  of  this 
claim  of  the  Standard  Steel  Car  Co,? 

Mr.  Vail.  No;  Mr.  Church,  Maj,  Bayliss,  Col.  Clark,  and  myself 
went  to  the  Aberdeen  Proving  Groimds  to  see  our  firet  gun  carriage 
tried,  and  as  we  went  info  Chicago  lo  get  our  travel  orders  Mr, 
Kussell  said,  "  Now,  you  go  in  and  see  the  gentlemen  down  there  and 
see  if  vou  can  give  them  any  information  regarding  the  matter  of 
the  Standard  Steel  Car  Co." 

Mr.  Jefferis.  Give  who  any  information? 

Mr.  Vail,  Maj.  Dame  and  the — I  guess  they  call  it  the  claim  board, 
I  don't  know  what,  down  there;  Maj.  Dame  and  Col.  Reeves,  I  think 
it  was,  and  Maj,  Dellafield. 

Mr.  Jefferis.  Were  you  trying  to  settle  this  claim  before  they  got 
the  200  carnages  finislied  ? 

Mr.  Vail.  No  ;  what  we  went  there  was  to  see  if  we  could  be  of  any 
assistance  making  a  contract ;  there  never  had  been  a  contract  drawn. 

Mr.  Jefferis.  Oh ;  who — what  officer  of  the  Government  was  try- 
ing to  make  a  contract  at  that  time? 

Mr,  Vail.  I  think  the  gentleman  that  threw  up  the 

Mr.  Jefi-ehis.  Who? 

Mr.  Vail.  I  think  the  gentleman  that  threw  up  the  contract,  the 
preliminary  contract;  there  was  some  question  about  it,  the  prelimi- 
nary contract  here ;  Maj.  Hawkins — is  that  right?    Do  you  remember? 

Mr.  Church,  Yes;  ihat  is  right. 
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Mr.  Vail.  I  saw  Maj.  Hawkins  next  day  and  Mr.  Russell  suggested 
that  I  familiarize  myself  with  any  precedents  that  might  arise,  and 
that  I  might  get  information  on  at  the  plant. 

Mr.  Jeffehis,  I  know ;  but  what  was  the  occasion  of  having  a  con- 
tract now  in  May,  1919,  long  after  the  war  was  over  and  while  you 
were  pushing  things  to  get  out  these  carriages? 

Mr,  Vail.  Well,  the  department  in  Washington  thought  there 
should  be  a  contract. 

Mr.  Jefferib.  Now,  who? 

Mr,  Vail,  For  instance,  there  was  Maj.  Dellafield — I  don't  know 
what  his  connection  is — spoke  about  it,  that  we  should  have  a  con- 
tract, I  think  I  went  to  Maj.  Day  first.  He  took  me  to  Maj.  Delia- 
field,  I  think,  a  tall  gentleman  there,  an  ofBcer;  and  I  think  he  took 
me  to  Maj,  Hawkins  and  Maj.  Hawkins  got  us  a  form  of  contract 
that  they  were  using  and  wanted  them  to  sign ;  and  it  had  in  it  some 
kind  of  cancellation  clause,  I  think  it  was:  and  he  told  me  that  the 
cartridge  company  did  not  want  to  sign  that  sort  of  contract,  that 
they  were  drawing  up  a  contract  of  their  own  that  they  would  sub- 
mit.   I  never  saw  that,  though. 

Mr.  Jetferis.  But  what  interests  me  is  why  they  were  trying  to  get 
a  contract,  as  you  say  either  the  Government 

Mr.  Vail.  It  seemed  to  be  a  difference  of  opinion.  Some  gentle- 
men down  there.  I  think  it  was^I  don't  know  who  it  was — some- 
body said  they  didn't  think  they  needed  a  contract,  and  I  told  Mr. 
Russell  I  didn't  think  the  contract  was  necessary. 

Mr.  Jefferis.  Were  you  down  there  really  trying  to  settle  this 
thing  or  make  a  contract? 

Mr.  Vail,  No;  I  was  at  Aberdeen  and  merely  stepped  in  there. 
They  told  me  to  step  in  there  to  see  if  I  could  be  of  any  service — 
the  gentlemen  there. 

Mr.  Jetferis.  So  you  were  stating  it  a  little  wildly  when  you 
said  that  you  went  down  there  to  try  to  settle  this  up.  were  yout 

Mr,  Vail.  Trying  to  lend  my  assistance  if  I  could  in  any  way 
possible. 

Mr,  Jeffekis.  Then  you  were  giving  this  committee  the  wrong 
impression,  weren't  you? 

Mr,  Vail.  I  don't  know  that  I  was. 

Mr.  Jeffebis.  What  ? 

Mr.  Vail.  No;  I  don't  think  I  was,  I  think  the  matter  was  up 
ot  that  time,  and  I  was  asked  how  many  carriages  were  built,  and 
things  like  that;  but  there  was  nothing  definite,  as  I  understood 
generally. 

Mr.  Jeffebis.  Well,  now,  then  you  came  back  at  the  end  of  May 
X  suppose  to  hustle  them  along? 

Mr.  Vail.  Yes.  sir. 

!^^^.  Jefferis.  Until  the  latter  part  of  June  ? 

Mr.  Vail.  Yes,  sir, 

Ikfr,  Jeffebis.  And  by  that  time  they  had  got  the  200  m< 

Mr,  Vail.  They  had  got  the  200  more  carriages;  yes.  sir 

Mr.  Jeffebis.  Then   what  next  did  you  have  to  do  ab 
matter  ? 

Mr.  Vail,  Well,  our  duties  then,  there,  were  to  cut  off  t 
all  we  could,  and  we  cut  off  force,  and  I  economized  in  every 
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spot;  the  supplies  were  cut  off  all  we  could,  and  we  were  tliere 
ciositif;  the  matter  up. 

Mr,  Jefferis.  Did  j'ou  get  a  commission  in  the  Army  in  any  way  ? 

Mr.  Vail.  No,  sir ;  no  commission. 

Mr,  Jefferis.  You  were  simply  employed? 

Mr.  Vail.    Yes,  sir, 

Mr.  Jefferis.  Salary,  or  how  ? 

Mr.  Vail.  Yes,  sir ;  salary. 

Mr.  Jefferis.  Who  employed  you  ? 

Mr,  Vail.  Mr.  Russell. 

Mr,  Jefferis.  Do  you  mind  stating  what  salary  you  received  ? 

Mr,  Vail.  Three  hundred  dollars  a  month. 

Mr.  Jefferis.  Do  you  know  what  Mr.  Church  got? 

Mr.  Vail.  Same  thing. 

Mr.  Jefferis,  Now,  did  you  have  any  responsible  work  in  making 
settlement  with  the  Standard  Steel  Car  Co.? 

Mr.  Vail.  None,  absolutely;  only  to  be  of  such  service  I  could  as  to 
giving  any  such  information  as  I  happened  to  know, 

Mr.  Jeffbbis.  Did  you  talk  with  Col.  Hughes  any  about  it? 

Mr.  Vail.  I  talked  to  Col.  Hughes;  yes. 

Mr.  Jefferis.  When? 

Mr.  Vail.  Various  times:  at  the  time  the  big  volumes  here  were 
aied. 

Mr.  Jefferis.  Do  you  know  when  those  were  filed  ? 

Mr.  Vail.  I  don't  remember.  I  think  thej'  were  about  two  months 
ago. 

Mr.  Jefferis.  Think  they  were  filed;  before  the  carriages  were 
completed,  weren't  they? 

Mr.  Vail.  No;  I  don't  think  they  were;  I  think  they  were  filed  in 
August,  if  I  remember  right. 

Mr,  Jefferis,  In  August, 

Mr,  Vail.  I  rememwr  seeing  them  up  there;  I  remember  Col, 
Hughes  asked  me  if  I  wanted  to  read  them,  and  I  looked  over  them 
in  a  general  way, 

Mr.  Jefferis.  If  they  were  filed  in  August  they  would  not  have 
any  claim  at  all,  then,  under  the  law,  would  they  ? 

Mr.  Vaiio  I  don't  know  about  that, 

Mr.  Jefferis.  What? 

Mr.  Vail.  I  haven't  the  least  idea, 

Mr.  Jefferis.  As  a  matter  of  fact,  Mr.  Vail,  was  not  this  claim 
filed  in  June,  before  the  carriages  were  completed? 

Mr.  Vail.  I  don't  remember;  I  was  more  interested  in  furnish- 
ing— I  will  see  right  here  now  [examining  papers]— may  be  I  can 
furnish  a  little  light  on  that.  Let  us  see  if  I  ha\e  got  that  here.  In 
fact,  I  didn't  take  much  part  in  the  negotiations  in  figuring  myself 
more  of  an  expert  manufacturer,  and  when  I  was  asked  questions  I 
answered  them.  I  didn't  even—June  24,  here  is  the  volume  [indi- 
cating]. 

Mr.  Jefferis.  Then  the  carriages  were  completed  four  days  after 
the  claim  was  filed? 

Mr.  Vail.  Yes,  sir;  they  were  completed  afterwards;  yes,  sir. 

Mr.  Jefferis.  Did  you  assist  them  in  any  way  in  getting  up  the 
claims  ? 

Mr.  Vail.  The  claims? 
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Mr.  Jefferis.  Yes. 

Mr.  Vail.  I  absolutely  knew  nothing  about  it.  It  was  done  in 
Chiuago,  as  1  understand.  They  never  consulted  me  in  the  world. 
I  hadn't  the  least  idea  in  the  world  what  the  claim  of  the  Standard 
Steel  Co.  was  going  to  be. 

Mr.  Jeffekis.  Did  you  know  what  the  claim  was  going  to  be? 

Mr.  Vail.  No,  sir. 

Mr.  Jefferis.  If  the  claim  was  filed  originally  June  2i,  1919,  how 
soon  was  it  after  it  was  filed  before  you  and  Col.  Hughes  were 
talking  about  it! 

Mr,  VAIL.  Why,  I  think — I  don't  remember  whether  I  was  in  the 
Chicago  office  iae  day  it  was  brought  in  or  not,  and  they  said  the 
Standard  Steel  Car  Co.  claim  was  filed,  and  I  said  it  was  some  claim. 

Mr.  Jefferis.  It  was  some  claim,  wasn't  it! 

Mr.  Vail.  Yes,  sir. 

Mr.  Jefferis.  About  $7,000,000,  wasn't  it! 

Mr.  Vail.  Six  and  a  half,  as  I  remember. 

Mr.  Jefferis.  Well,  did  you  look  at  it? 

Mr.  Vail.  I  didn't  at  that  time,  but  I  went  back  in  a  day  or  two, 
and  Col.  Hughes  and  Col.  Arison,  one  or  the  two,  asked  me  if  I 
would  like  to  read  it,  and  I  sat  down  there  and  read  it:  that  is,  I 
looked  it  over  in  a  general  way.  I  was  on  the  road  to  Hammond, 
and  I  looked  it  over  and  didn't  take  any  notes,  and  I  think  Mr. 
Blake}'  was  there  a  few  days  after,  and  he  and  I  sat  down  and  looked 
it  over,  too ;  looked  at  the  heading. 

Mr.  Jefferis.  Though  you  didn't  have  any  responsibility  about 
that! 

Mr.  Vail.  Not  at  all. 

Mr.  Jefferis.  What  you  were  doing  was  just  out  of  courtesy? 

Mr.  Vail.  Well,  I  avoided  trying  to  be  a  party  to  it  so  that  I 
would  be  free  to  answer  any  questions  in  regard  to  my  work. 

Mr.  Jefferis.  I  say  you  had  no  responsibility  for  it! 

Mr.  Vail.  No  ;  absolutely.  I  was  not  on  the  board,  and  was  not 
even  called  as  a  witness. 

Mr.  Jefferis.  Well,  did  you  go  to  Washington  at  any  time  after 
about  it! 

Mr.  Vail.  No,  sir;  I  have  never  been  in  Washington  on  this 
matter. 

Mr.  Jefferis.  And  who  asked  you  to  attend  this  meeting  down  at 
Hammond  ? 

Mr,  Vail.  Why,  I  was  there,  that  is — I  think,  if  I  remember 
rightly,  that  a  joune  lady  in  one  of  the  offices  up  here,  one  of  the 
offices,  called  up  and^sent  for  Mr.  Church  and  me  to  be  there,  that 
the  delegates  fi-om  Washington  would  be  there  the  next  day. 

Mr.  Jefferis.  Who  was  this  young  lady  who  called  you  up! 

Mr.  Vail.  I  think  it  was  the  secretary  in  Mr.  Russell  s  office.  She 
generally  calls  up  Hammond^and  said  that  this  delegation  consist- 
ing of  Col.  Beeves  and  Col.  McFarland 

Mr.  Jefferis.  Did  you  think  that  you  were  to  sit  on  the  claims 
board  with  them  then? 

Mr.  Vail.  No,  sir;  I  thought  I  would  be  free  to  answer  any  ques- 
tions that  might  be  asked  me. 

Mr.  Jefferis.  How  many  were  there  at  this  meeting  in  this  club- 
room  at  the  Hammond  House! 
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Mr.  Vail.  There  was  Col.  Keeves,  of  Washington;  Col.  McFar- 
land;  Maj,  Duryea — I  think  he  has  charge  of  the  finances  here; 
Col.  Hughes,  I  think  that  is  all  from  outside;  they  expected  thia 
New  York — this  New  York  expert  on  buildings.  I  have  got  a  card 
here  of  his  since.  I  think  it  is  Hodge,  is  his  name,  Waller  Hodge, 
of  Bower,  N.  Y.    They  expected  him,  out  he  did  not  arrive, 

Mr.  Jepferis.  That  was  an  informal  meeting,  wasn't  ifi 

Mr.  Vail.  Yes ;  it  was  an  informal  meeting. 

Mr.  Jefferis.  Kind  of  getting  together! 

Mr.  Vail.  Kind  of  getting  together  and  asking  questions;  that 
is  all. 

Mr,  Jefferis.  The  only  people  you  understood  had  anything  to  do 
with  the  settlement  of  the  claim  were  Hughes  and  Arisen? 

Mr.  Vail.  I  don't  think  Arison  was  down  there  at  that  date ;  I  don't 
think  he  was  there. 

Mr.  Jefferis.  Was  anybody  of  the  Chicago  districts  claims  board 
other  than  Hughes! 

Mr.  Vail.  There  was  Maj.  Duryea,  of  the  Finance  Division. 

Mr.  Jefferis.  Was  he  on  the  claims  board  of  the  Chicago  division  ? 

Mr.  Vail.  I  don't  know;  I  don't  know  whether  he  is  or  not.  I 
think  he  was  asked  to  represent  the  finance  department. 

Mr,  Jefferis.  I  wonder  where  Arison  was  that  day! 

Mr.  Vail.  I  don't  know  that  now.  I  don't  think  he  was  there. 
Was  he  there,  Smith!  Do  you  remember  whether  Col.  Arison  waa 
there  on  that  day  ! 

Mr.  Smith,  I  think  not 

Mr.  Vail.  Were  you  in  that  meeting?  I  think  you  were  in  there, 
I  don't  think  Col.  Arison  was  there  that  day. 

Mr.  Jefferis.  Now,  there  was  not  any  responsibility  on  you  to- 
settle  that  claim  at  this  time! 

Mr.  Vail.  Absolutely  not ;  absolutely. 

Mr.  Jefferis.  And  the  only  request  that  you  now  recall  for  your 
presence  there,  or  Mr.  Church's  either,  was  this  telephone  from  a 
lady? 

Mr.  Vail.  Yes.  The  telephone,  and  that  these  men  were  coming- 
down,  to  be  there  to  show  them  around  the  plant,  to  make  a  survey. 

Mr,  Jefferis.  There  wasn't  any  testimony  taken  or  any  questions 
and  answers  taken  down  in  shorthand? 

Mr,  Vail.  I  don't  think  I  was  referred  to,  or  Mr.  Church,  in  that 
meeting  at  all.  I  don't  think  any  questions  were  asked,  just  a  sort 
of  meeting. 

Mr,  Jefferis.  Now,  you  were  told  that  this  committee  that  was 
down  there  had  asked  you  to  make  a  survey  or  estimate  on  this  sal- 
vage value! 

Mr.  Vail.  I  think  it  is  either  Col.  Hughes  or  Col.  Arison,  or  prob- 
ably both  of  them. 

Mr.  Jefferis.  Well,  that  is  pretty  indefinite  yet;  can  you  re- 
member ! 

Mr.  Vail.  Well,  I  think  more  likely  it  was  Col,  Hughes;  I  think 
"lore  likely  it  was. 

Mr.  Jefferis,  Do  you  know  when  that  was? 
rfr.  Vail.  That  was — the  date  of  this  meeting  at  Hammond,  as  T 
lember  was  Friday — Friday.     Now,  one  week  before  that — I  think 

.  Saturday  before  that  Col.  Hughes — or  both,  I  think  they  were 
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both  together,  nsked  if  we  would  go  over  and  make  what  we  con- 
sidered a  survey  or  appraisal  of  that  material  down  there,  and  they 
wanted  it  in  the  office,  I  think,  Wednesday  morning,  the  following 
Wednesday. 

Mr,  Jbfferis.  Now,  how  long  did  it  take  you  or  Mr.  Church  to 
make  this  survey  that  you  made? 

Mr.  Vau.  Well,  we  were  practically  working  on  that,  and  we 
went  right  at  it  the  next  morning.  Wtonday  morning,  I  think,  we 
went  all  over  the  place  that  we  were  familiar  with,  and  I  think  we 
worked  that  night  and  I  think  the  next  day. 

Mr.  Jeffehis.  Well,  did  you  make  any  figures  or  memorandum! 

Mr.  Vail.  Yes;   lots  of  them. 

Mr.  Jefferis.  And  as  I  understand  it,  there  was  about — loose  ma- 
terials there  that  cost  over  $5,000,000  to  the  Government. 

Mr.  Vail.  Well,  we  didn't  take  that  into  consideration.  We  fig- 
ured what  they  were  worth;  we  didn't  think  it  had  anything  to  do 
with  what  the  material  was  worth.  I  think  probably  it  had  cost 
the  Government  $5,000,000.  Sometimes  material  cost  the  Govern- 
ment 17  to  20  cents  a  pound. 

Mr.  Jefferis.  Well,  the  facilities  would  probably  cost  3,000,000, 
wouldn't  they? 

Mr.  Vail.  Yes,  sir. 

Mr.  Jefferis.  So  that  you  figured  that  the  $8,000,000  worth  of 
material  on  a  red-hot  forced  sale  would  be  about  $947,000,  did  you ! 

Mr.  Vail.  Of  the  buildings  and  everything  together! 

Mr.  Jefferis.  Well.  I  see 

Mr.  Vail.  Yes ;  $047,000. 

Mr.  Jefferis.  Did  you  make  any  written  report  toanybody! 

Mr.  Vail.  I  have  got  a  copy  Kere  of  the  report  that  we  gave  to- 
Col.  McFarland,  from  Washington,  There  is  my  original  pencil 
figures.    I  have  got  a  copy  right  here  of  them. 

Mr.  Jefferis,  What  is  that  book  you  have  got  there,  printed! 

Mr.  Vail.  That  is  a  claim. 

Mr.  Jefferis.  Where  did  you  get  that! 

Mr.  Vail.  I  picked  that  up  some  place;  I  think  I  picked  it  up 
in  the  Chicago  office.  I  will  be  glad  to  give  it  to  you.  That  is  their 
claim  that  they  are  considering.  [Handing  book  to  Mr.  Jefferis-I 
That  is  a  copy  that  Mr.  Church  and  I  both  signed,  and  will  be  glad 
to  sign  agam,  as  being  the  best  of  our  judgment.  [Indicating  a 
paper,]  I  want  to  explain  to  you  about  the  first  item  of  the  scrap 
there,  my  price  there  is  taken  on  net  tons  which  would  be  some 
fourteen  and  a  half— which  would  be  sixteen  and  a  half  dollars  per 
gross  ton  perhaps  the  way  scrap  is  sold. 

Mr.  Jefferis,  I  see  2,400  tons  of  steel  coal  in  here. 

Mr.  Graham.  How  much! 

Mr.  Vail.  Laying  in  the  yards  and  partly  been  on  fire,  and  I  con- 
sidered that  a  very  liberal  offer  and  after  being  ruined  and  slacking 
generally, 

&Ir.  Jefferis.  They  would  have  had  to  do  that  with  almost  any 
coal,  wouldn't  they? 

Mr.  Vail.  Well,  it  was  laying  on  the  floor  and  part  of  the  coal 
had  been  on  fire  and  we  considered  that  a  very  good  sale. 

Mr.  Jefferis.  Three  thousand  dollars  for  2,400  tons. 
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Mr.  Vail.  Yes,  sir;  a  dollar  and  a  quarter  a  ton,  practically  slacked 
coal. 

Mr.  Jefferis.  What  does  that  sell  at  in  Chicago? 

Mr.  Vail.  I  don't  know  what  it  is  now.  Slacked  coal,  I  guess, 
sells  for  about  $2  a  ton,  I  don't  know, 

Mr.  Jefferis.  I  notice  a  thousand  barrels  of  fuel  oil  that  jou  have 
got  here  in  tanks. 

Mr.  Vail.  Yes,  sir;  that  is  market  value  on  fuel  oil. 

Mr.  Jefferis.  How  much,  7o  cents? 

Mr.  Vail.  Seventy-five  cents  a  barrel ;  they  have  an  immense  stock 
of  oil ;  yes,  sir ;  and  they  put  it  in  there 

Mr.  Jefferis.  Did  you  confer  with  the  Standard  Steel  Co.  as  to 
what  they  needed? 

Mr.  Vail.  Yes,  we  talked  it  over  with  them. 

Mr,  Jefferis.  Who  did  you  talk  to? 

Mr.  Vail.  Mr,  Jenkd  and  Mr,  Corey;  very  largely  with  Mr. 
Jenks.    Mr.  Corey  was  not  here. 

Mr.  Jefferis,  Did  they  go  ai-ound  with  you? 

Mr.  Vail.  They  went  around  with  us  and  at  times  when  we  re- 
quired them  to 

Mr.  Jefferis,  I  say  when  you  and  Mr.  Church  were  going, 

Mr.  Vail.  Well,  we  went  around  mostly  ourselves,  usually  we 
compiled  the  figures  and  negotiated  a  little — tlieir  estimate  was 
$800,000;  you  have  got  that  here,  or  a  copy  of  it. 

Mr.  Jefferis,  They  gave  you  that  before  you  started? 

Mr.  Vail.  Yes,  sir;  we  raised  quite  a  number  of  items.  We 
raised  it  $147,000. 

Mr.  Jefferis.  -How  did  they  happen  to  give  you  their  estimate 
before  you  started? 

Mr.  Vail.  Well,  it  was  kind  of  knowing  what  they  figured  on. 

Mr.  Jefferis.  How  is  that? 

Mr.  Vail.  I  think  it  was  legitimate.  I  don't  think  there  was  any 
secret  about  it. 

Mr.  Jefferis.  How  did  you  happen  to  do  that? 

Mr.  Vail.  Wei!,  we  asked  them  for  it. 

Mr.  Jefferis.  You  asked  them  for  it? 

Mr.  Vail.  I  think  we  asked  them  for  it. 

Mr.  Jefferis.  Do  you  know  who  you  asked? 

Mr.  Vail.  Yes;  asked  Jenks. 

Mr.  Jefferis.  You  asked  Mr.  Jenks? 

Mr.  Vail.  Yes;  he  is  the  general  manager:  he  is  the  only  man, 
really,  that  we  had  any  transaction — that  we  had  there. 

Mr.  Jefferis.  Did  he  have  a  tabulated  report? 

Mr.  Vail.  Yes,  sir. 

Mr.  Jefferis.  And  gave  you  a  copy  of  it? 

Mr.  Vail.  Yes,  sir;  I  may  have  a  copy  of  his  report  here.  [Wit- 
ness produces  a  paper].  Here  is  some  of  our  work  in  figures,  their 
estimates  and  our  estimates  side  by  side  [indicating], 

Mr.  Jefferis.  Why  didn't  you  go  out  and  make  an  independent 
investigation  of  this  without  their  assistance? 

Mr.  Vail.  I  think  we  did;  we  probably  did  make  some  figures  be- 
fore we  got  their 

Mr.  Jefferis.  How  is  that? 
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Mr.  Vail.  I  think  we  had  our  minds  pretty  well — pretty  well 
made  up  on  a  great  many  of  those  things  before;  but  we  made 
this  thing  very  quickly,  you  know;  it  was  kind  of  informal,  any- 
way; we  were  not  acconntants  in  any  sense  of  the  word,  or  didn't 
know  anything  about  the  books  or  cost  of  this  stuff  or  anything.  I 
suppose  we  could  have  got  the  accounts  and  got  something  about 
this;  we  were  merely  asked  as  practical  men  what  we  would  con- 
sider a  practical  clean-up  on  those  things. 

Mr.  Jefferis.  Done  very  hastily  and  (juickly. 

Mr.  Vail.  Hastily  and  quickly;  yes.  sir. 

Mr.  Jefferis.  After  you  had  got  the  figures  from  the  ear  company? 

Mr.  Vail.  Yes;  we  accepted  some  of  their  figures  as  a  fair  esti- 
mate. We  went  at  it  like  three  appraisers  might — one  of  them  and 
two  of  us — but  we  didn't  tell  them  when  we  got  their  figures — we 
didn't  tell  them  what  we  were  going  to  report  here.  They  didn't 
know  that;  I  don't  think  they  faiow  it  to  ttiis  day.  I  don't  think 
they  have  ever  seen  our  figures. 

sir.  Jeffrris.  Well,  then,  what  did  you  do  up  at  the  meeting  at 
Chicago  on  the  dav  that  this  claim  was  sent  herei 

Mr.  Vaiu  Nothing. 

Mr.  Jefferis.  Well,  were  you  consulted  at  all! 

Mr,  Vail.  No  more  than  to  give  Col.  McFarland  a  copy  of  that 
report 

Mr.  Jefferis.  How  did  you  hapf«n  to  do  thatt 

Mr.  Vail.  He  asked  me  tor  it,  and  Mr.  Church  and  I  both  signed  it. 

Mr.  Jefferis.  Who  was  up  at  that  meeting  there  that  day — any- 
body representing  the  Steel  Car  Co.  ? 

Mr.  Vail.  I  think  so.  I  think  Mr.  Jenks  and  Mr.  Corey  came  in 
that  meeting.    We  were  not  in  the  actual  meeting. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Garrett.  Mr.  Vail,  you  say  you  went  into  this  work  as  a 
manufacturing  expert? 

Mr.  Vail.  YeSjSir. 

Mr.  Garrett.  What  had  you  manufactured! 

Mr.  Vail.  Before — previous  to  this! 

Mr.  GARBirrT,  Yes,  sir. 

Mr.  Vail.  For  two  years — I  was  doing  nothing  for  a  couple  of 
years;  looking  after  some  investments.  Two  years  before  that  I  was 
chairman  of  the  Maxwell  Co.,  of  New  York  and  Detroit.  Eight 
years  before  tliat — previous  to  that  I  was  general  manager  of  the 
Fairbanks,  Morse  &  Co.,  and  three  years  before  that  I  was  vice  presi- 
dent and  general  manager  for  the  AUis-Chalmors  Co. ;  before  that  I 
was  with  the  Hamilton  Corliss  Engine  Co. 

Mr.  Garrett.  AVJiat  did  the  Fairbanks,  Morse  Co.  manufacture? 

Mr.  Vail.  More  gas  engines  than  anybody  else  in  the  United  States. 

Mr.  Garbetf.  Were  you  active  in  the  production  ejid  of  that? 

Mr.  Vail.  Always,     I  was  general  manager  of  manufactures. 

Mr.  Garrett.  You  had  practical  knowledge  of  the  way  to  make 
those  things? 

Mr.  Vail.  Entirely. 

Mr.  Garrett,  You  say  you  entered  the  service  at  the  instance  of 
Mr.  Russein 

Mr.  Vail.  Yes,  sir. 
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Mr,  Garkett.  Did  you  seek  employment? 

Mr  Vaii,.  No  j  I  was  asked  by  an  assistant,  Mr,  Lyons,  I  was  then 
with  the  Shipping  Board  for  a,  short  time  and  they  wanted  some- 
body to  go  to  Hammond,  and  they  picked  me,  Mr,  Church  and  me. 
Mr.  Church  said  he  would  like  to  have  an  associate,  and  he  chose 
Mr,  Church  and  me  to  go  there. 

Mr.  Garrett.  Had  Mr.  Church  been  associated  with  you  prior 
to  that? 

Mr.  Vail.  While  I  was  New  York  manager  for  Allis-Chalmers, 
he  was  general  superintendent  for  all  the  Milwaukee  works. 

Mr.  Garrett,  For  the  same  company? 

Mr.  Vail.  Same  company.  We  had  not  been  associated  for — 
since  1903. 

Mr.  Church,  Since  1903. 

Mr.  Vail.  Yes,  since  1903,  That  is  15  years.  I  don't  think  I 
had  seen  him  in  that  time. 

Mr.  Garrett.  Did  you  suggest  Mr.  Church? 

Mr.  Vail.  No,  sir ;  the  same  man  that  chose  me  chose  Mr.  Church. 
I  did  not  know  that  Mr,  Church  was  going  there  until  the  day  I 
met  him  at  the  office  and  in  half  an  hour  we  were  on  the  road  there 
to  Hammond. 

Mr.  Garrett.  Were  you  constantly  at  the  Hammond  plant? 

Mr,  Vail.  Entirely,     Slept  there  very  nearly  up  to  the  armistice. 

Mr.  Garrett,  How  did  you  get  along  with  him  out  there? 

Mr.  Vail.  Fine.     No  trouble  whatever. 

Mr.  Garrett.  Never  any  friction. 

Mr.  Vail.  Never  any  friction.  It  was  ironed  out,  straightened 
right  out. 

Mr.  Garrett.  He  always  responded  to  your  requests,  did  he? 

Mr.  Vail.  Always,  never  anything  in  any  conflict — we  had  a  very 
pleasant  settlement. 

Mr.  Garrett.  Were  there  ever  any  requests  made  by  you  that  were 
refused  by  that  company  ? 

Mr,  Vail.  No,  sir. 

Mr.  Garrett.  Mr,  Jenks  was  active  manager  of  it  all  the  time, 
was  he? 

Mr.  Vail.  Yes,  sir, 

Mr.  Garrett.  How  long  had  Mr,  Jenks  been  connected  with  that 
company,  if  you  know? 

Mr.  Vail.  I  have  not  the  slightest  idea,  I  should  judge  quite  a 
number  of  years. 

Mr,  Garrett,  Had  you  ever  had  any  association  with  him  before  ? 

Mr.  Vail.  Never  saw  him  until  the  day  I  went  there. 

Mr,  Garrett.  How  old  a  man  was  he? 

Mr.  Vail,  If  I  should  judge  the  man,  I  should  say  45 ;  maybe  48, 

Mr.  Garrett.  And  you  thought  that  they  were  really  very  liberal 
toward  the  Government,  did  you? 

Mr.  Vail.  I  thought  that  they  dealt  fairly. 

Mr.  Garrett.  All  through? 

Mr.  Vail.  I  think  so, 

Mr.  Garrett.  Did  you  ever  hear  of  any  trouble  on  cost  accounts 
that  the  Government  had  with  him? 

Mr.  ^^AiL.  They  had  some  controversy  at  times. 

Mr.  Garrett.  Did  you  have  any  opinion  about  that? 

Mr.  Vail.  I  did. 
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Mr.  Garrett.  Did  you  think  they  treated  the  Government  right 
in  that  regard  to  that? 

Mr.  Vail.  I  think  so. 

Mr.  Garrett.  Do  you  think  the  GoTernment  representatives  were 
rather  officious? 

Mr.  Vail.  I  think  so. 

Mr.  Garbett.  With  tlie  people  with  whom  they  were  working? 

Mr.  Vail.  I  think  so. 

Mr.  Garrett.  Why? 

Mr.  Vail.  I  thought  there  was  a  little  conflict  between  the  cost 
accountant  and  Mr.  Jeiiks.  They  did  not  get  along  very  well  to- 
gether. They  did  not  understand  one  another.  I  thought  there 
was  an  inclination  to  not  get  together. 

Mr.  Garbett,  Did  you  think  the  Government  was  not  entitled  to 
know  what  the  facts  were? 

Mr,  Vail.  Entirely.  I  think  there  was  not  any  information  that 
I  knew ;  of  course,  it  was  outside  of  my  department  I  never  wanted 
any  information  that  I  couldn't  get. 

Mr.  Gaebett.  Well,  you  never  wanted  any  cost  information? 

Mr.  Vail.  No;  only  in  making  up  this  estimate  in  June  or  July, 
1918. 

Mr.  Garrett.  Well,  you  didn't  get  this  cost  statement  then,  did 
you? 

Mr.  Vaiu  Only  material  cost.  'We  got  that  from  the  purchasing 
department,  but  the  work  to  be  got 

Mr.  Garrett.  Well,  don't  you  say  now,  and  didn't  you  say  just  a 
few  minutes  ago,  that  you*didn't  pay  any  attention  to  the  cost  of  the 
material  there? 

Mr.  Vail.  Well,  in  making  up  our  estimates  as  to  what  it  was 
worth,  we  didn't  take  into  consideration  that  it  cost  $5,000,000.  It 
may  have  cost  ten  million  and  not  be  worth  anvthing  for  salvage. 

Mr.  Garrett.  Did  you,  as  a  matter  of  fact,  know  what  it  did  cost? 

Mr,  Vail,  I  think  probably  at  one  time  I  did  know,  yes;  1 
think  we  probably  had  the  figures.  We  probably  had  the  fibres. 
In  our  estimate  we  figured  on  scrap,  we  didn't  taKe  into  considera- 
tion the  original  cost  very  deeply  any  more  than  to  know  that  it 
cost  17  or  18  or  19  or  20  cents  per  pound,  especially  the  alloy  steel. 

Mr.  G.VRRETT,  Did  you  know  Mr.  Bussell  prior  to  the  time  of  your 
employment  ? 

Mr,  VAtL.  Never  met  him  but  once  before.  I  think  I  met  him 
after  he  was  in  the  Ordnance  Department,  never  met  him  before. 

Mr.  Garrett,  Just  what  did  you  do  at  the  plant?  Give  us  th« 
details  of  it. 

Mr.  Vail.  Give  you  the  details  of  what  I  did  at  the  plant?  Mr, 
Church  and  I  wont  there  both  as  manufacturing  experts  and  we 
took  a  suney  of  the  plant  and  then  a  third  member  of  our  manag- 
ing committee,  or  whatever  it  is,  came.  His  name  is  Mr.  Field, 
and  at  the  suggestion  of  Col.  Arison  we  divided  our  work  up; 
that  is,  Mr.  Church  took  the  engineering.  Mr.  Field  the  personnel 
of  the  shop,  and  I  took  the  material  supply,  to  get  the  material 
in  touch,  a  very  big  end  of  the  work,  and  I  worked  night  and  day 
on  that,  and  used  the  telephone  and  used  the  wire;  we  did  every- 
thing in  the  world  that  we  could  to  get  that  material  there. 
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Mr.  Garreit.  So  your  work  was  really  more  with  other  concerns 
than  it  was  in  Hammond! 

Mr.  Vail.  From  the  time  I  went  there  up  to  the  11th  of  Sci>- 
tember  it  was  more  with  these  outside  concerns  to  get  the  stuff 
in  and  we  had  carefully  drawn  charts  of  daily  records  of  ship- 
ments and  amounts  that  was  sent  on  the  ground  and  everything 
to  get  it  in,  and  I  make  efforts  to  get  it  in.  Then  on  the  11th  ot 
September,  I  think,  unsolicited,  and  1  was  greatly  surprised  to  re- 
ceive notice  from  Col.  Arison,  who  was  then  production  chief  for 
this  district — we  got  a  letter  appointing  me  chief  production  offi<-er 
and  assigning  Mr.  Church  as  engineering  representative,  and  with 
the  suggesetion  that  Mr.  Field  remain  in  charge  of  personnel.  Then 
I  niovea  into  the  production  office,  the  office  that  was  there  there- 
tofore, and  from  then  on  my  duties  were  to  approve  of  prices,  I 
had  with  me  a  very  good  man  and  very  careful,  and  we  approved 
of  purchases  that  might  be  made  in  the  way  of  supplies  and  tools 
and  anything  that  might  be  required,  and  we  also  approved  all  in- 
voices before  they  were  paid  \  they  came  to  our  department  for  that, 
and  Mr.  Field  left  shortly  after  that,  and  Mr.  Church  and  I  together 
took  up  the  personnel  of  the  shop  to  see  that  the  time  was  not 
wasted,  that  the  men  were  doing  their  duties,  and  our  duties  were 
anything  between  the  Government  and  the  men  of  the  Chicago 
office  and  the  Standard  Steel  Car  Co,  regarding  production.  It 
didn't  mean  regarding  bookkeeping  and  finances.  It  didn't  mean 
regarding  inspection ;  that  is.  Army  officer  inspection. 

Mr,  Garrett,  Well,  it  was  part  of  your  duty  I  suppose  to  look 
after  tlie  labor  situation! 

Mr.  Vail.  Yes;  yes,  sir. 

Mr,  Garrett.  And  in  a  general  way,  at  least,  to  see  that  the  men 
were  working? 

Mr.  Vail.  Tlntirely. 

Mr.  Garrett.  Do  you  know  how  it  happened  that  Col.  Hughes  re- 
<|uested  you  and  Mr.  Church  to  make  this  survey  that  you  made  there 
Iwginning  on  Monday  pist  before  this  claim  was  settled? 

Mr.  Vail.  Why,  l"  take  it  that  he  had  been  made  an  offer  by  the  ' 
Standard  Steel  Car  Co.  of  $800,000,  and  he  wanted  to  know — he 
wanted  the  benefit  of  our  knowledge  whether  that  was  a  fair  and 
legitimate  offer, 

Mr.  Garrett.  Did  he  tell  you  that  he  had  that  offer? 

Mr.  Vail,  I  don't  remember  whether  he  did  or  not.  I  rather  think 
he  did  tell  me  that  this  is  what  they  offered  and  he  said  is  that  a  fair 
offer,  and  we  didn't  commit  ourselves,  but  we  went  to  work  and 
figured  and  wc  concluded  that  $947,000  would  be  quite  a  fair  offer, 
and  I  am  not  sure  but  what  we  nodded  our  heads  when  they  settled 
'in  $900,000  and  thought  that  that  would  be,  in  our  jiidgmerit,  a  fair 
clean  up. 

Mr.  Garrett.  Mr.  Vail,  how  did  you  happen  to  ask  Briggs  &  Tur- 
vias.  or  their  representatives,  to  bid  on  this  material — Mr.  Reagan ! 

Mr.  Vail.  Beagan  was  a  scrap  man,  scrap-iron  man  that  had 
charge  of  the  scrap  plant  and  he  had  been  down  there  offering  to  sell 
this  scrap,  or  buy  this  scrap,  or  something,  and  he  saw  Mr.  Jenks 
about  it  and  he  talked  to  him,  I  don't  know  but  what  he  had  talked 
lo  me  about  it.  and  when  we  figured  this  up  Mr.  Church  and  I  took 
that  into  account  and  we  could  not  see  that  that  material  could  be 
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used  for  anything  except  scrap ;  possibly  there  are  some  pieces  there, 
some  second  plates  that  some  man  might  cut  up  to  make  some  things 
out  of  that  they  use  in  legitimate  use,  in  manufacture  but  there  was 
nothing  that  we  knew  of  that  they  could  use  them  for,  and  we  have 
both  had  more  experience  than  anybody  over  there  and  we  did  not 
know  of  anything  that  that  material  could  be  used  for  other  than 
8(a«p,  and  we  a£o  thought  it  was  not  very  good  scrap,  smelting 
Rrrap  I  suppose.  Now,  we  got  from  a  lot  of  publication  of  a  trade 
journal  or  something,  we  got  them,  and  we  saw  in  there  that  melting  ' 
scrap  was  $19.75  a  ton.  Now,  tliat  means  a  gross  ton.  Now,  we  had 
made  our  figures  from  what  we  knew  in  our  knowledge  of  gun 
carriages  and  what  we  shipped  out,  and  what  was  going  to  be  shipped 
out  and  there  was  a  lot  of  stuff  on  hand  there  that  was  going  to  be 
shipped  out  that  has  not  gone  yet.  There  is  some  900  tons  that  is 
going  yet  to  the  Government  out  of  that  pile  of  scrap.  So  we  figured 
flown  that  $14.50  would  be  a  fair  price.  Now,  that  was  per  net  ton, 
figuring  per  net  ton.  Now,  figuring  that  into  gross  tons  that  would 
be  $16.30  a  gross  ton. 

Now,  I  telephoned  to  Reagan  and  told  him  that  we  were  making 
an  estimate,  and  told  him  to  let  me  know — I  think  telephoned  him 
to  let  me  know  next  morning,  the  morning  that  we  had  to  submit  the 
bid,  and  I  went  there  and  talked  to  Reagan  and  the  manager  of  tlie 
concern,  I  never  heard  of  them  before,  and  after  taking  Church  thero. 
too,  if  I  remember  rightly,  and  I  don't  think  I  am  wrong,  tliey  said 
a  fair  price  for  stuff  of  tliat  kind  was  $13.50  per  net  ton.  I  have  got 
a  little  memorandum  of  something  of  that  kind,  that  they  would  go  to 
Hammond  and  look  over  it.  I  went  there  and  I  didn't  put  my  esti- 
mate in.  I  waited  all  that  forenoon;  I  didn't  hear  from  them  and 
then  I  put  it  in.  And  then  a  day  or  two  afterwards  I  think  it  was — 
it  may  nave  been  Col.  Hughes,  I  think  more  than  likely  it  was.  Do 
yon  remember  who  that  wasi 

Mr.  Church.  Who  was  that? 

ilr.  Vail.  I  didn*t  read  the  letter  myself.  It  said  something — I 
<:lidn't  see  any  signature  or  anything,  but  here  is  a  party  that  offered 
15  per  cent  of  the  value  of  that  material 

Mr.  Garrett.  My  question,  if  you  will  pardon  me,  was  how  did 
you  happen  to  go  to  this  concern  and  ask  them  to  bid? 

Mr.  V  AIL.  ^\  ell,  I  knew  of  Reagan ;  in  fact,  I  did  not  know  what 
concern  would  bid.  I  knew  Reagan  as  having  been  in  the  service  as 
being  a  scrap  man. 

Mr.  Garbztt,  Now,  just  what  was  the  purpose  in  a.sking  him  to 
bid? 

Mr.  Vail.  Well,  I  wanted  to — I  didn't  ask  him  to  bid.  I  had  no 
idea;  I  was  not  selling  anything;  I  had  nothing  to  sell.  I  merely 
wanted  to  get  the  benefit  of  his  knowledge  in  making  an  unbiased 
estimate.  If  he  had  offered  me  anything,  I  had  nothing  to  sell.  I 
just  wanted  to  get  his  knowledge,  I  believe  he  asked  me  there  if  I 
wa«  in  position  to  sell  it,  and  I  said  I  didn't  know  anj-thing  about  it. 

Mr.  Garrett.  You  knew  at  the  time  of  this  meeting  at  Hammond, 
when  Col.  Reeves  and  Col,  McKarland  came  out,  that  this  firm  had 
bid,  didn't  you? 

Mr.  Vail.  I  was  told  so,  or  I  was  told  so  in  a  letter. 

Mr,  Garrett.  You  knew  that  they  had  bid  15  per  cent  of  cost, 
didnt  youf 
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Mr.  Vail.  I  didn't  know  that.  I  heard  that.  That  it  was  15  per 
cent — as  he  said  here  to-daj^  15  per  cent.  It  was  a  percentage.  And 
I  did  not  understand  that  it  was  a  bid ;  that  is,  a  bonafide  bid. 

Mr.  Garrett.  Did  you  understand  that  they  had  written  two  let- 
ters? 

Mr.  Vail,  I  didn't  know  anything  about  it  at  all. 

Mr.  Garreit.  Then  you  did  have  some  sort  of  information. 

Mr.  Vah,.  Some  kind  of  information  that  s(»nething  was  said 
about  a  percentage  bid  on  the  material. 

Mr.  Garrett.  Did  you  tell  Col.  McFarland  or  Col.  Reeves  about 
that? 

Mr.  Vail.  I  don't  remember  whether  I  did  or  not  ? 

Mr.  Garrett.  Was  the  salvage  question  discussed  at  considerable 
lenptli  in  that  meeting! 

Mr.  Vail.  No  ;  I  don't  think  it  was.  I  don't  think  it  was.  I  tliink 
that — I  think  that  I  probably  discussed  it  with  Mr.  Blakey,  the  cost 
accountant  there.  I  think  he  went  through  the  shops  with  me  and 
I  think  that  I  may  have  shown  the  e-stimate  to  Blakey. 

Mr.  Garrett.  Why  didn't  you  say  something  about  that  there? 

Mr.  Vail.  Well,  I  was  only  given  such  information  as  I  was  asked 
for.    I  was  not  a  member  of  the  committee  in  any  way. 

Mr.  Garrett.  I  understand  that,  but  you  were  all  in  there  together. 

Mr.  Vail.  Yes.  sir, 

Mr.  Garrett.  My  question  was,  was  anybody  there — in  there  rep- 
resenting the  Government? 

Mr.  Vail.  Yes,  sir. 

Mr.  Garrett.  Supposed  to  be  protecting  the  Government's  iitt«r- 
ests? 

Mr.  Vail.  What  would  I  say? 

Mr.  Garrett.  What  is  that? 

Mr.  Vail.  What  would  I  say?  Would  I  say  don't  sell  this  to  th« 
Standard  Steel  Car  Co.  or  to  somebody  else? 

Mr,  Garrett.  I  don't  know. 

Mr.  Vail.  I  would  not  know  what  to  say. 

Mr.  Garrett.  You  did  know  that  something  in  the  nature  of  a  bid 
had  been  made  by  this  Briggs  &  Turviaa  Co.  ? 

Mr.  Vail.  Yes:  sure;  I  heard  the  men  in  the  Chicago  office  say 
that  they  would  give  half  a  million  dollars  for  it;  I  heard  a  man  in 
the  office  say  that,  and  borrow  the  money — they  had  nothing. 

Mr.  Garrett,  Did  you  know  anything  about  Briggs  &  Turvias's 
firm? 

Mr.  Vail.  Not  a  word. 

Mr.  Garrett.  Did  you  ever  take  the  trouble  to  find  out  about  them  ? 

Mr,  Vail.  Never  inquired.  I  was  not  doing  anything  especially 
about  it.  I  merely  asked  Reagan  because  I  Knew  he  was  in  the 
service. 

Mr.  Garrett,  As  to  their  responsibility? 

Mr.  Vail.  No;  except  the  question  of  SIS.-IO  a  ton,  which  he  said 
there  in  the  office  he  considered  a  good  price.;  he  wrote  a  letter  to 
somebody  in  the  Chicago  office- 
Mr.  Garrett.  So  he  didn't  answer  you  then  at  all  ? 

Mr.  Vail.  No;  I  got  no  communication  from  Briggs.  any  more 
than  a  statement  there  that  he  considered  $13.50  a  ton  a  price  for  that 
scrap. 
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Mr.  Garrett.  That  is  not  what  he  said  in  that  letter? 

Mr.  Vail.  I  don't  know.  That  letter  was  not  addressed  to  me ;  I 
don't  know  what  it  says. 

Mr.  Garkett.  You  didn't  think  anything  about  it;  didn't  take  that 
into  consideration^  did  you  ? 

Mr.  Vaii-  No;  I  had  already  made  my  report,  and  did  not  take  that 
into  consideration — made  and  signed  and  handed  in  my  report.  No; 
I  would  not  go  and  pull  it  out. 

Mr.  Garrett.  Let  me  ask  you,  as  a  matter  of  fact,  if  Col.  Reeves 
did  not  preside  over  that  meeting,  being  the  senior  officer  present? 

Mr.  VAIL.  Yes;  I  think  very  likely  he  did, 

Mr.  Garhctt.  Wasn't  there  a  sort  of  vote  taken  down  there — every- 
body invited  to  express  their  opinions  on  these  different  questions 
as  they  came  up  and  everybody  present? 

Mr.  VAm.  I  think  there  was  a  vote;  I  didn't  vote.  I  was  not  » 
member  of  the  committee.  I  think  they  took  a  vote,  if  I  remember 
rightly. 

Mr.  Garrett.  Well,  Mr.  Vail,  I  ^ess  the  right  idea  about  it  now. 
Let  us  see,  I  want  to  be  perfectly  fair  about  it 

Mr,  Vail.  Yes,  sir. 

Mr,  Gahbett.  I  get  the  impression  that  you  did  not  interest  your- 
self; you  had  found  out  what  this  material  was  really  worth? 

Mr,  Vail.  I  surely  did ;  I  surely  did. 

Mr,  Garrett.  Well,  now,  what  did  you  dot 

Mr.  Vail.  Well,  I  got  the  quotations  in  the  paper  and  I  sized  it  up 
as  a  scrap  propsition. 

Mr.  Garrett,  Well,  you  conferred  with  Reagan! 

Mr.  Vail,  Yes. 

Mr.  Garrett.  Knowing  he  was  with  this  concern! 

Mr.  Vail.  I  did. 

Mr.  Garritt.  That  was  purchasing  this  very  material. 

Mr.  Vail.  I  did. 

Mr.  Garrett.  Not  hearing  from  him  directly. 

Mr.  Vail.  I  did  hear  from  him. 

Mr.  Garrett.  You  did  hear  from  him? 

Mr.  Vail.  He  told  me  verbally  $13.50,  in  his  office  that  morning; 
he  said  $13.50  a  ton ;  but  he  would  look  it  over  and  let  me  know. 

Mr,  Garrett,  But  he  didn't  let  you  know? 

Mr.  Vail,  No. 

Mr,  Garrett.  You  didn't  pursue  it  any  furtherK 

Mr.  Vail.  No, 

Mr.  Garreit.  It  did  develop  that  he  did  look  it  over? 

Mr,  Vail,  Yes,  sir. 

Mr.  Garkett.  And  he  did  address  a  letter  to  the  claims  board? 

Mr.  Vail.  Yes,  sir. 
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Mr.  Garrett.  And  then  they  made  a  bid  which  amounted  to  15 
per  cent? 

Mr.  Vail.  That  is  what  I  understood. 

Mr.  GAREErr.  Probably  $750,000? 

Mr.  Vail.  Yes,  sir. 

Mr.  Garbett.  And  it  was  sold  to  this  company — this  Standard 
Steel  Co.— for  $300,000? 

Mr.  Vail.  I  believe  so;  yes,  sir. 

Mr,  Garrett,  Apparently  upon  your  recommendation  alone— 
yours  and  Mr,  Church's? 

Mr.  Vaii^  Well,  I  don't  know. 

Mr,  Garrett.  So  far  as  this  record  discloses,  you  are  the  only  gen- 
tleman who  made  any  estimates  down  there? 

Mr.  Vail.  Yes,  sir. 

Mr.  Garbett.  Other  than  the  Briggs  &,  Turvias  people.  When 
was  it  that  Col.  Hughes  talked  with  you  about  this  bid? 

Mr.  Vail.  I  don't  remember. 

Mr.  Garrett.  Was  that  at  the  time  that  you  filed  your  estimate 
with  him? 

Mr.  \'ail.  Before  that,  I  guess.  You  mean  ashed  us  to  make  the 
estimate  ? 

Mr.  Garrett,  No  j  you  have  stated  that  Col.  Hughes  told  you  some- 
thing about  this  Briggs  &  Ttirvias  bid  being  in? 

Mr.  Vail.  I  think  he  told  me  that  down  at  Hammond;  I  am  not 
sure. 

Mr.  Garrett,  On  that  day? 

Mr,  Vail.  Just  before  they  went  into  the  meeting — before  they 
went  into  the  meeting. 

Mr.  Garrett.  "WTiat  did  he  tell  you  about  it.  do  you  remember? 

Mr.  Vail.  Wliy,  he  said  that  Palmer  had  received  a  letter  from 
Briggs  &  Turvias,  and  that  they  offered  a  certain  percentage  on  the 
original  material  that  went  into  the  product  and  I  don't  remem- 
ber  

Mr.  Garrett.  He  told  you  what  percentage,  did  he? 

Mr.  Vail.  I  don't  remember  that ;  I  don't  remember.  I  heard  15 
per  rent  here  to-day,  and  I  don't  remember  that, 

Mr.  Garrett.  Well,  didn't  you  say  a  while  ago 

Mr,  Vail.  Well.  I  believe  he  did.  Fifteen  per  cent — you  and  I 
talked  it  over  [indicating  Mr.  Church],  and  I  said  some  of  it  is  worth 
17  or  18  cents  a  pound,  and  that  would  be  3  cents  a  pound. 

Mr,  Garrett,  When  he  told  yon  15  per  cent  there  what  did  he  teW 
yoii  ? 

Mr.  Vail.  I  don't  remember. 

Mr.  Garrett.  Didn't  you  say  here  a  while  ago  in  answer  to  Mr. 
Graham  and  Mr.  .Tefferis,  one  of  these  gentlemen,  that  you  regarded 
that  as  a  fair  bid? 

Mr.  Vaii-  Well,  I  mav  have  said  no. 

Mr.  Garrett.  You  did  so  regard  it.  didn't  you? 

Mr.  Vail.  It  looked  to  me  like — that  is  getting  back  to  the  bids, 
because 

Mr.  Garrett,  And  you  told  Col.  Hughes  that  it  was  a  foolish  bid? 

Mr.  Vaii-  I  don't  remember  whether  I  did  or  not. 

Mr.  Garrett.  Well,  you  said  so  a  while  ago. 

Mr.  Vail.  I  don't  remembei.    I  probably  did. 
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Mr.  Garrett.  And  you  tojd  him  that  without  investigating  in  any 
sort  of  way  as  to  the  financial  responsibility  of  Briggs  &  Tiirvaist 

ilr.  Vail.  I  had  no  opportunity  to  investigate  and  was  not  asked  to 
investigate. 

Mr.  Garrett.  He  asked  your  offit-e  about  it,  didn't  he?  How  did 
he  Imppen  to  tell  you  about  that  15  per  cent  bid?  * 

Mr.  Vail.  I  don't  remember.  I  don't  think  he  asked  my  office 
about  that  15  per  cent  bid. 

Mr.  Garrett.  What  did  he  say  about  it^ 

Mr.  Vaii^  He  had  a  letter — I  don't  remember  who  was  there  or 
anything;  he  said,  "  Here  is  Briggs  &  Turvaiss  offer  of  so  mui  h  per 
cent  on  the  material  that  went  into  the  product  of  tliese  pieces,''  and 
somebody  says,"  Where  do  the  products  start?  Will  they  start  at  the 
mine  or  start  at  the  drop  forge  " 

Mr.  Gahretp.  Who  said  that,  do  you  remember? 

Mr.  Vail.  I  don't  remember  that. 

Mr.  <jARRETT.  You  dott't  recall  who  was  with  you  when  Mr.  Bus- 
sell  showed  you  the  letter? 

Mr,  Vail.  Mr.  Russell  didn't  show  it  to  me. 

Mr.  Garrbtt.  I  mean  Col.  Hughes. 

Mr.  Vail.  I  think  Mr.  Church  was  along. 

Mr.  Church.  No;  1  was  not  up  there. 

Mr.  Vail.  Wasn't  it  up  there  at  the  shop? 

Afr.  Church.  I  never  saw  the  letter;  I  don't  know  anything  about 
that. 

Mr.  Garrett.  Did  Col.  Hughes  hand  you  the  letter? 

Mr.  Vail.  No  ;  1  don't  believe  he  did. 

Mr.  Garrett.  Did  he  read  it  to  you  or  in  your  presence? 

Mr.  Vail.  No ;  I  don't  believe  he  did, 

Mr.  Qarbett.  What  other  it^ns  in  this  settlement  did  you  advise 
about  other  than  salvage? 

Mr.  Vail.  Nothing. 

Mr.  Garbeit.  Well,  I  guess  that  is  all. 

Mr.  Graham.  I  have  a  few  questions  here  that  I  had  forgottoi  to 
ask  this  witness.  Do  you  know,  Mr.  Vail,  that  the  Watertown  Ar- 
senal was  making  these  same  carriages  for  $29,000  at  the  time  that 
you  were  in  conference  with  Col.  Hughes  and  others  about  the  cost 
of  production! 

Mr.  Vaii*  I  did  not 

Mr.  Graham.  Have  you  learned  it  since? 

Mr.  Vail.  No,  sir;  and  I  don't  believe  it  either. 

Mr.  Graham.  Now,  what  makes  you  believe  that? 

Mr.  Vail.  I  don't  know.  You  don't  think  they  are  making  them 
for  $29,000  at  the  arsenal,  do  you? 

Mr.  Church.  No. 

Mr.  Graham.  I  am  asking  vou. 

Mr.  Vail.  Well,  the  way  I  understand  they  do  work  at  the  ar- 
senals, I  would  hardly  think  it  possible. 

Mr.  Graham.  You  answer  the  questions.  And  then  you  undertake 
to  make  the  remark  that  you  don't  think  they  do  when  you  don't 
know  anything  about  it. 

Mr.  Vail.  No;  I  don't  know  anything  about  it 

Mr.  Graham.  Then,  why  don't  you  withdraw  that! 
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Mr.  Vail.  I  will  withdraw  that.  I  have  not  the  least  idea  what 
they  make  them  for. 

Mr.  Graham.  Let  me  ask  you  something  else.  Did  you  have  any- 
thing to  do  with  the  settlement  with  this  company  with  the  Standard 
Electrical  Contracting  Engineering  Co.? 

Mr.  Vail.''  Nothing  whatever. 

Mr.  Ghahah.  You  don't  know  anything  about  themt 

Mr.  Vail.  Well,  I  heard  the  history  of  it.  It  was  let  before  my 
time  and  stopped  shortly  before  I  went  there. 

Mr.  Graham.  Did  you  know  Mai.  Goddardt 

Mr.  Vail.  There  was  a  Maj.  Goddard  out  here  from  Washington. 

Mr.  Graham.  Did  Maj.  Goddard  ever  appoint  you  and  a  Mr. 
Dwyer  to  confer  jointly  with  engineers  selected  by  the  Standard  Steel 
Car  Co.  to  determine  the  prohable  cost  of  the  work  of  the  Standard 
Klectric  Engineering  Co.  f 

Mr.  Vail.  No,  sir. 

Mr.  Graham.  If  he  did  ever  appoint  you,  you  were  never  called 
in  consultation  about  it? 

Mr.  Vail.  No;  I  was  in  one  or  two  conferences  in  the  caDoellation 
and  settlement  of  the  thing,  but  nothing  officially. 

Mr.  Grah.im.  About  that  particular  contract? 

Mr.  Vail.  About  that  particular  contract.  Dwyer  made  a  report 
on  it  from  the  Chicago  omce. 

Mr.  Graham.  Did  you  concur  in  that  report? 

Mr.  Vail.  Not  at  all. 

Mr.  Graham.  Were  you  asked  anything  about  that? 

Mr.  Vail.  Not  in  an  official  way ;  no. 

Mr.  Graham.  Where  is  Maj.  Goddard? 

Mr.  Vail.  I  don't  know ;  I  never  heard  of  him  since, 

Mr.  Graham.  He  is  not  around  Chicago  to  youi*  knowledge  ? 

Mr,  Vail.  No;  I  don't  think  so,  I  think  fie  came  from  Wash- 
ington. 

Mr.  Graham.  Is  there  anybody  here  that  does  know  about  that 
particular  settlement,  any  of  these  gentlemen? 

Mr.  Vail,  Not  unless  Mr.  Miller  does  or  Mr.  May. 

Mr.  Graham,  Well,  I  think  that  is  all, 

Mr.  Garrett.  Mr.  Vail,  the  original  contract  was  for  964  on  these 
carriages  ? 

Mr.  V  AIL.  The  Government  order ;  yes,  sir. 

Mr.  Garrett.  Can  you  tell  me  what  percentage  of  advancement 
on  the  work  had  been  made,  on  the  total  number  at  the  time  of  the 
signing  of  the  armistice? 

Mr.  Vail.  You  mean  the  money  advanced? 

Mr.  Gabrett,  No  ;  I  mean  the  state  of  the  carriage 

Mr,  Vail,  At  the  signing  of  the  armistice? 

Mr.  Gabbett,  Yes. 

Mr.  Vail.  Well,  as  I  said  before,  there  was  only  one  carriage 
nctually  finished,  but  there  was  nn  immense  amount  of  work  done. 

Mr.  Garrett.  That  is  what  I  want  to  know, 

Mr.  Vail.  Now.  that  plant  had  been  running — I  went  there  the 
lYth  of  June — it  had  been  running  a  couple  of  months  then,  and  I 
suppose  they  averaged  in  that  time  about  2.000  men.  2,000  men  for 
some  seven  months,  so  there  was  no  doubt  considerable  work  done 
on  parts,  but  I  could  not  give  it  in  dollars  and  cents.     There  was 
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only  one  actual  carriage  made  at  that  time — that  is,  actually  Bn- 
ished — and  it  could  not  be  shipped  because  they  were  waiting  on 

,  Mr.  Gabrett.  After  they  got  into  production  from  the  beginning 
to  end  of  one  of  those  carriages,  about  how  long  would  it  take? 

Mr,  Vail.  Why,  we  made — of  course,  that  is  a  long  experiment, 
because  this  pressing  station  was  done  last  summer 

Mr.  Garrktt.  I  mean  the  work  in  that  plant  at  Hammond. 

Mr.  Vail,  They  turned  out  30  carriages  in  one  week,  the  biggest 
week  they  ever  made. 

Mr.  Gahbett.  That  don't  mean  that  30  carriages  were  made  in  a 
week's  time ! 

Mr.  Vail.  No. 

Mr.  GARRETr.  What  I  would  like  to  know  is  what  would  be  the 
production  in  a  given  time! 

Mr.  Vail.  Yes. 

Mr.  Gabhett.  And  how  long  it  took  from  the  beginning  with  the 
materials  as  placed  in  the  factory  until  the  completed  carriage  was 
turned  out ;  I  don't  mean  now,  including  the  regular  process  of 
housing,  but  how  long 

Mr.  VAIL.  Some  of  that  material  came  in  there  in  May  for  the  gun 
carriages  that  were  shipped  the  following  May,  Now,  for  instance, 
if  the  material  was  all  out  here — it  comes  in  and  it  is  pressed,  and 
in  some  cases  it  is  filed  off  and  the  parts  come  in  from  the  special 
tracks.  Now,  it  may  be  this,  if  everything  was  clear  when  we  made 
the  30  carriages  per  week  with  the  material  laid  on  the  ground ;  I 
think  we  could  do  that  right  along. 

Mr.  Gakrbtt.  You  mean  the  raw  material  ? 

Mr.  Vail.  Now,  from  the  raw  material,  no;  but  from  the  assem- 
bled parts.  Now,  there  is  lots  of  these  parts  that  went  on  the  ground 
that  went  to  make  up  these  carriages  on  the  28th  day  of  June  that 
was  received  there  a  year  previous  or  in  May  of  the  year  previous, 
80  it  is  very  hard  to  tell  that,  and  there  are  other  parts  that  had 
not  been  received  in  Uiat  plant  for  30  days.  If  the  thing  started 
along,  if  you  manufactured  everything  I  would  say  that  in  the 
course  of  30  days  that  that  woulcl  cover  it.  That  would  have  been 
a  possibility. 

Mr.  Graham.  Mr.  Vail,  when  you  went  there  on  the  17th  of  June, 
1918,  was  there  any  buildings  completed  ? 

Mr.  Vail.  Yes,  sir;  practically  all  completed.  Well,  the  ware- 
house, the  concrete  works  was  not  completed ;  they  gave  $35,000  for 
that. 

Mr.  Graham.  The  actual  plant  for  the  manufacture  of  these  car- 
riages was  completed? 

Mr.  Vail.  Practically. 

Mr.  Church.  There  was  no  flooring  in.  There  was  a  lot  of  places 
that  there  was  no  floors  in.  They  were  finished  up.  I  would  say 
that  that  could  be  finished — the  concrete  work — in  80  days  or  six 
weeks  after  we  went  there — in  that  time  the  plant  was  practically 
completed. 

Mr.  Graham,  Then  you  think  it  was  completed  by  the  1st  of  Au- 
gust, 1918 1 

Mr.  Vail.  I  think  so,  except  the  warehouse,  which,  of  course,  was 
not  used  much  until  the  Government  just  started  to  come  in  there. 
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Mr.  Graham.  Then,  as  a  matter  of  fact,  until  the  buildings  were' 
completed  they  hadn't  done  anything  on  the  manufacture  of  these 
carnages,  had  they! 

Mr.  Vail.  They  were  making  parts. 

Mr.  Gbahah.  Whereabouts  r 

Mr.  Vail.  Oh,  the  main  buildings  were  all  through  and,  as  a  matter 
of  fact,  there  were  a  lot  of  buildings  there.  You  know  the  Standard 
Steel  Car  Co,  furnished  a  lot  of  buildings;  there  were  only  some 
additional  buildings  built  by  the  Government  for  the  manufacturing, 
and  all  the  fabricating  was  done  mostly  in  buildings  that  had  already 
been  there. 

Mr.  Graham.  Hadn't  they  spent  the  time  from  November,  1917,  to- 
August,  1918,  building  buildmgs  rather  than  manufacturing  car- 
riages *£ 

Mr.  Vail.  Well,  a  lot  of  the  time  was  taken  in  building  buildings,, 
but  I  think  the  manufacturing  started  in — when  did  it  start  if  When 
did  you  start  manufacturing?  In  April.  About  in  April,  I  should, 
judge;  they  started  in  manufacturing;  fabricating,  in  other  words. 

Mr.  Graham.  As  I  understand,  Mr.  Vail,  from  the  claim  of  the- 
claimant,  these  were  the  buildings  that  were  built  at  the  plant  [indi- 
cating a  drawing  in  claimant's  claim]. 

Mr,  Vajl.  Yes,  sir;  these  marked  here  were  built — that  one  there, 
that  one  there,  this  one  there,  and  this  paint  shop  was  there,  but  it 
burned  down  and  it  was  rebuilt  [indicating]. 

Mr.  Graham.  There  is  apparently  the  main  office  building  [indi- 
cating]? 

Mr.  Vail.  Yes,  sir. 

Mr.  Graham.  Erection  shop,  then  provision  storage,  oil  storage^ 
boiler  house,  employment  office,  and  police  building,  bus  garage^ 
cafeteria,  and  pattern  storage. 

Mr.  Vail.  Yes,  sir. 

TESTIMONT  OP  US.  FBANGIS  D.  HANHA. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  What  is  your  full  name,  Mr.  Hanna? 

Mr.  Hanna.  Francis  D.  Hanna. 

Mr.  Graham.  Where  do  you  live! 

Mr.  Hanna.  4608  Dover  Street,  Chicago. 

Mr.  Graham.  Are  you  employed  by  the  Government  at  this  timet* 

Mr.  Hanna.  Yes,  sir. 

Mr.  Graham.  In  what  capacity  ? 

Mr.  Hanna.  As  agent  for  the  Military  Intelligence  Department: 
or  intelligence  division. 

Mr.  Graham.  How  long  have  you  been  working  for  the  Govern- 
ment t 

Mr.  Hanna.  Since  Jtdy  last  year. 

Mr.  Graham.  And  prior  to  that  were  you  in  the  Government 
employ  i 

Mr.  Hanna.  No,  sir. 

Mr.  Graham.  Have  you  been  in  the  military  intelligence' all  the- 
time? 

Mr.  Hanna.  Yes,  sir. 
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Mr.  Graham.  In  connection  with  the  Military  IntiJligence  work, 
liave  jou  had  some  investigations  of  the  claim  of  the  Standard 
Steel  Car  Co.( 

Mr.  Hanna.  Not  of  the  claim. 

Mr.  Graham,  You  have  of  some  of  the  operations  of  some  of  the 
Government  officials  connected  with  it? 

Mr.  Hanna.  Yes,  sir. 

Mr.  Graham.  And  others  as  well,  I  presume? 

Mr.  Hanna.  Yes,  sir. 

Mr.  Graham.  Do  you  have  charge  of  the  office,  Mr.  Hanna? 

Mr.  Hanna.  I  have  charge  of  what  is  known  as  the  graft  and 
fraud  sections. 

Mr.  Graham.  How  long  have  you  been  in  charge  of  that) 

Mr.  Hanna.  Ever  since  last  July;  that  is,  a  year  ago. 

Mr.  Graham.  And  I  had  you  a  copy  of  a  telegram  which  appears 
in  the  files  in  this  case,  and  ask  you  to  look  at  it  and  te!l  us  whether 
jou  have  seen  that  telegram  before  t 

Mr.  Hanna.  I  have. 

Mr.  Graham.  Is  that  a  copy  of  a  telegram  which  was  sent  by 
Maj.  Crockett  at  the  head  of  your  department? 

Mr.  Hanna.  It  was  sent  through  our  section. 

Mr.  Graham.  Who  was  this'  Crockett  that  is  signed  here! 

Mr.  Hanna.  Maj.  Crockett  is  the  department  intelligence  officer 
in  general  charge  of  all  intelligence  operations  in  the  central  de- 
partment. 

Mr.  Graham.  Well,  I  will  put  this  telegram  in  the  record  at  this 
place. 

(The  telegram  referred  to  is  as  follows:) 

Wab  Depabtment,  Office  of  the  Chief  of  Staff, 

MiLrTAKT  Inteixtobnce  Division, 

Chicago,  III.,  October  7,  J919. 
MiLSTATF,  Wathington: 

yo.  482,  October  7. 

Re  telegram  October  6.  Your  10104-548  M.  I.  13,  Col.  Hughes  says  he 
knows  nothing  about  offer  of  $500,000  for  salvage.  He  snys  figures  given  by 
Blakey  In  eight  items  are  correct,  but  concluatous  drawn  from  them  are  those 
of  a  scatter-brained  account  who  Is  not  conversant  with  tbe  negotiations  that 
determined  the  board's  action.  Got.  Hughes  decUnai  to  refute  Blakey's  charges 
Item  by  Item  because  it  could  not  be  done  in  o  statement.  The  answer  is  in 
minutes  of  meetings  available  in  Washington  and  Chicago. 

OaOCKBTT. 

Mr,  Graham.  Now,  Mr.  Hanna,  this  telegram  refers  to  an  offer 
of  a  considerable  amount  of  money  for  salvage  of  some  of  the  ma- 
terials that  was  at  the  plant  of  the  Standard  Steel  Car  Co.  at  Ham- 
mond, Ind.,  and  refers  to  a  conversation  which  some  one  in  your 
office  had  with  Col.  E.  S.  Hughes  relative  to  that  matter.  Did  you 
have  any  conferences  with  Col.  Hughes  at  about  the  time  that  this 
settlement  was  being  made  with  the  Standard  Steel  Car  Co.  about 
salvage  ? 

Mr,  Hanna.  The  conference  that  is  referred  to  in  that  telegram 
was  a  conference  of  Col.  Hughes  with  Capt.  Day,  who  is  here.  I 
happened  to  take  that  statement  at  that  time.  Also  of  that  same 
section. 

Mr.  Graham.  I  think  in  that  case  we  will  withdraw  you  tem- 
porarily and  let  Capt.  Day  testify. 
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TESTIMONY  OF  CAPT.  BOOEB  S.  DAT. 


(The  witness  was  duly  sworn  by  Mr.  Graham.) 
Mr.  Grahau.  What  is  your  full  name  if 


Capt.  Dat.  Rocer  S.  Day. 

Mr.  Gbahah.  Iou  are  captain  of  what  department? 

Capt.  Day.  I  was  commissioned  captain  of  Infantry,  but  I  am 
serving  in  the  Intelligence  Department. 

Mr,  Graham.  How  long  have  you  been  in  the  Army  ? 

Capt.  Day.  Since  April  9,  1917. 

Mr.  Graham.  Have  you  been  located  in  Chicago  all  the  while  ? 

Capt.  Day.  No,  sir. 

Mr.  Graham.  Have  you  been  in  the  Military  Intelligence  all  the 
while? 

Capt.  Day.  No,  sir. 

Mr.  Graham.  How  long  have  you  been  in  that  arm  of  the  service? 

Capt.  Day.  I  was  in  command  of  troops  one  year,  and  have  been  in 
the  Int«lligence  since  September,  1918. 

Mr.  Graham.  We  have  been  referring  in  our  examination  of  Mr. 
Hanna  to  a  telegram  which  I  presume  you  have  seen,  signed 
"  Crockett."  In  tnat  telegram  reference  is  made  to  a  conversation 
that  has  been  had  with  Col.  E,  S.  Hughes  relative  to  a  supposed  sal- 
vage offer  on  the  material  that  the  Standard  Steel  Car  Co.  com- 
plained of.  Did  you  have  a  conference  with  Col.  Hughes  about  that 
time  about  that  matter? 

Capt.  Dat.  Yes,  sir. 

Mr.  Graham.  Where  was  the  conference? 

Capt.  Dat.  In  my  office. 

Mr.  Graham.  In  Chicago? 

Capt.  Dat.  In  the  Army  Building. 

Mr.  Graham.  Yes.  What  did  Col.  Hughes  tell  you  at  that  time 
relative  to  whether  an  offer  had  been  made  aside  from  the  offer  of 
the  Standard  Steel  Car  Co.  for  that  salvaged  material? 

Capt.  Day.  Just  let  me  read  the  telegram.    I  have  not  seen  it. 

Mr.  Graham.  Yes.     [Handing  telegram  to  Capt.  Day.] 

Capt.  Day.  In  regard  to  that  salvage,  this  offer  of  $500,000  he 
said  he  knew  nothing  about  it. 

Mr.  Graham.  Did  you  tell  him  in  the  conversation  who  you  un- 
derstood had  made  such  an  offer? 

Capt.  Day.  I  think  I  simply  quoted  Blakey,  and  he  made  a  remark, 
I  think.  "  I  don't  know  what  you  are  talking  about,"  and  then  passed 
it  off  with  the  statement  that,  "  I  can  not  discuss  this  thing  in  detail, 
because  the  settlement  is  described  by  minutes  of  meetings  that  cov- 
ered several  weeks,  and  I  can  not  in  a  few  moments  conversation 
give  you  an  intelligent  idea."  That  was  about  the  method  of  his  con- 
versation. 

Mr.  Graham.  Did  he  seem  to  be  angry  or  excited  about  the  mat- 
ter? 

Capt.  Day.  Well,  I  think  he  rather  resented  the  activity  of  the 
Intelligence  Department  in  the  matter. 

Mr.  Graham.  He  acted  like  he  thought  he  could  get  along  without 
your  assistance? 

Capt.  Dat.  Yes. 


itv  Google 


OBDNANCE.  1948 

Mr.  GRAHAir.  And  following  that  conversation  you  wired  to 
Washington,  was  it? 

Capt.  DAT.  Yes,  sir;  Director  of  Military  Intelli^nce. 

Mr.  Gbaham.  Yes.  Had  there  been  some  inquiry  from  Wash- 
ington  about  that  particular  thing? 

Capt.  Day,  This  particular  interview  was  directed  from  Wash- 
ington. 

Sir,  Graham.  By  your  chief? 

Capt.  Day.  Yes,  sir.  In  other  words,  they  wanted  to  know  in 
Washington  whnt  Col,  Hughes's  reply  was  to  the  charges  made  by 
Btakey  in  the  Chicago  Tribune  item  by  item. 

ilr.  Graham,  And  when  you  went  to  Col,  Hughes  that  is  the 
answer  he  gave  you? 

Capt.  Day.  Yes;  practically  he  declined  to  discuss  it  in  an  inter- 
view of  that  sort.  He  said  it  was  impossible,  and  that  if  we  wanted 
the  information  we  could  get  it  from  the  minutes  of  the  various  meet- 
ings of  the  various  boards  who  had  considered  the  claim, 

Mr.  Graham.  Did  you  ever  talk  to  him  again.  Captain,  about  that 
matter? 

Cnpt.  Day.  I  had  two  conversations  with  him — perhaps  three,  I 
guess;  yes;  three. 

Mr.  Graham.  What  was  the  substance  of  those  conversations? 

Capt.  Day,  The  first  one  was  in  the  offices  of  the  Ordnance  Depart- 
ment, Mr.  BussgU  did  most  of  the  talking  on  that  occasion,  but  Co!. 
Hughes,  as  his  successor,  was  present.  You  want  the  substance  of 
that  couTersation  ? 

'Mr,  Graham.  Stat©  the  substance  of  what  occurred  there. 

Capt.  Day.  The  remark  was  made  that  Blalray's  charges  were  not 
to  be  trusted ;  that  he  had  a  point  of  view  that  was  limited  to  figures, 

Mr,  Graham.  He  made  that  charge — that  statement! 

Capt.  Day.  The  statement  was  made  by  Mr.  BusselJ, 

Mr.  Graham.  Yes. 

Capt.  Day.  And  that  this  settlement  was  not  based  upon  audits, 
but  was  in  fact  a  settlement  by  negotiation ;  that  Blakey  had  infor- 
mation from  the  point  of  view  of  the  accountant,  but  lacked  a  good 
deal  of  information  that  the  boards  were  possessed  of.  Emphasis 
was  laid  upon  the  fact  that  not  only  had  the  award  been  approved 
of  by  the  Chicago — the  district  claims  board,  but  also  by  toe  Ord- 
nance board  at  Washington  and  the  claims  board  for  the  War 
Department. 

Mr.  Grahaji.  AVas  anyone  else  there  except  you  three? 

Capt.  Day.  Mr,  Hanna  was  there  and  Mr.  Vail  was  there  for  part 
of  the  time — part  of  it.  That  was  the  substance  of  the  first  con- 
ference we  had, 

Mr.  Graham.  Did  Mr,  Vail  take  any  part  in  it ! 

Capt.  Day.  He  was  referred  to  by  Mr,  Russell  on  one  or  two  occa- 
sions to  confirm  statements  that  he  made. 

Mr.  Graham.  And  he  substantiated  what  Mr,  Russell  claimed? 

Capt.  Day.  Yes.  sir. 

Mr.  Graham,  Xow.  then,  the  other  interviews  that  you  were  at, 
Captain,  what  happened? 

Capt.  Day.  The  other  interview  of  any  importance  was  the  one 
that  T  referred  to  in  connection  with  this  teleeram.  where  I  soufrht 
the  interview  by  the  direction  of  the  Director  of  Military  InteU' 
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gence  and  where  Col.  Hughes  declared  that  it  would  be  imjjossible 
for  him  to  give  the  information  required  within  the  limits  of  a 
statement;  that  the  information  was  obtainable  from  the  minutes  of 
the  various  meetings  of  the  boards. 

Mr.  Obaham.  Well,  he  also  denied,  did  he  not,  that  he  knew  any 
such  salvage  offer  as  Blakey  had  mentioned? 

Capt.  Dav.  I  think  he  maylie  did  in  so  manj'  words,  and  then  he 
modified  that  a  little  later  by  saying  that — he  dismissed  it  as  a  trivial 
affair.  He  said  that  it  was  only  for  a  portion  of  the  salvage,  and 
they  could  not  afford  to  take  the  time  to  take  out  a  small  portion  of 
it  when  he  had  a  lump-sum  offer  that  would  clear  it  up  by  the  one 
company.  He  made  the  same  statement,  that  he  knew  nothing  about 
this  $500,000  offer. 

Mr.  Graham.  Do  you  want  to  ask  him  anything,  gentlemen? 

Mr.  Jeffbris.  What  was  your  other  conversation,  Mr,  Day  ? 

Capt.  Day,  Very  informal,  I  think  the  first  three  or  four  words 
he  made  tlie  remarlts,  "  What  are  you  doing  down  here!  "  or  "  How  is 
things  getting  along?  "  or  words  to  that  effect  Just  an  informal 
conversation.   It  was  not  an  official  interview. 

Mr.  Jeffebis.  On  this  first  conversation,  how  did  it  happen  that 
you  had  a  conversation  with  three  of  them — Russell,  Hughes,  and 
Vail! 

Capt.  Day,  The  Intelligonoe  Department  had  had  a  number  of 
conferences  with  the  Ordnance  Department  with  reference  to  this 
entire  contract  earlier  in  the  spring,  and  it  was  contemplated  at  one 
time  that  the  occurrence  of  the  Ordnance  Department,  that  a  probe 
should  be  made  of  this  entire  affair.  That  was  in  March. 

Mr.  Graham.  That  a  what! 

Capt.  Day.  That  was  in  March.    That  a  probe. 

Mr,  Graham.  A  probe! 

Mr.  Jefferis.  A  probe! 

Capt.  Day,  A  probe  of  the  Standard  Steel  Car  Co.  should  be  made. 
What  was  your  question,  sir! 

Mr,  Jefferis,  How  you  happened  to  have  this  conversation  with 
these  three,  this  trio — vai),  Bussell,  and  Hughes! 

Capt,  Day,  We  sought  the  conference  for  an  explanation  of  these 
charges  by  Blakey  in  the  Tribune. 

Mr.  Jefferis.  Who  did  you  ask  to  have  the  conference  with? 

Capt.  Day,  With  the  members  of  the  claims  board;  that  was  the 
conference  that  we  sought. 

Mr.  Jefferis.  Now,  how  did  you  ask  for  that  conference — by 
phone ! 

Capt.  Day,  By  phone;  yes. 

Mr.  Jei-feris.  Who  did  vou  ask,  Capt.  Day?  Who  did  you  speak 
to! 

Capt.  Day.  I  think  that  Mr.  Hanna  arranged  the  conference  with 
Mr,  Kuasell,  was  it  not,  Mr.  Hanna  ? 

Mr.  Hanna,  Yes.  sir. 

Mr.  Jefferis.  Well,  anyhow,  when  you  got  over  there  the  tliree 
men  that  were  there  to  receive  you  were  Vail,  Hughes,  and  Russell! 

Capt,  Day.  Mr,  Russell  and  Mr. — Col. — Hughes,  and  Mr.  Vail 
coming  in  later. 

Mr.  Jefferis,  Do  you  know  whether  they  sent  for  Mr.  Vail  or  not? 

Capt.  Day.  I  do  not  know. 
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Mr.  Jeffebis.  Who  was  there  when  ;ou  got  Uieref 

Capt  Dat.  Mr.  Kussell,  Col.  Hughes  are  the  only  names  that  I 
recall.  There  may  have  been  one  or  two  others  in  the  room.  The 
secretaiT  was  there,  this  woman  secretary. 

Mr.  Je»-febib.  Did  they  wait  for  Hughes  before  you  had — or  for 
Vail,  before  they  had  this  conference! 

Capt.  Day.  No,  sir. 

Mr.  Jefferis.  You  were  having  the  conference  with  them  when  Mr. 
Vail  came  in* 

Capt.  Dat.  Yes,  sir. 

Mr.  Jepferis.  Was  anything  said  there  to  show  you  that  he  had 
been  sent  for? 

Capt.  Day.  Nothing. 

Mr.  Jeffehib.  Did  Uiey  ask  him  to  participate  in  it? 

Capt.  Dat.  They  referred  to  him  for  confirmation  of  remarks. 

Mr.  Jefferis.  Now,  just  what  did  Mr.  Itussell  and  Mr.  Hughes  tell 
you  there,  and  Vail  ? 

Capt.  Day.  Col,  Hughes  took  very  little  part  in  the  conversation. 
Mr.  Hussell  explained  that  this  was  a  settlement  by  negotiation,  and 
that  in  the  opinion  of  himself  and  Col.  Hughes,  Blakey  was  a  scatter- 
brain,  and  his  statements  were  not  to  be  considered  seriously,  because 
he  was  informed  only  with  reference  to  figures. 

Mr.  Graham.  Who  said  this,  Mr.  Jefferis? 

Mr.  Jeffebis.  Russell. 

Capt.  Dat.  Mr.  Russell  said  this,  that  the  claim  had  been  settled, 
not  upon  the  basis  of  an  audit ;  that  it  had  been  passed  by  the  various 
boards,  and  therefore  was  trustworthy,  the  idea  being,  in  my  opinion, 
to  convince  the  intelligence  department  that  there  was  no  reason  for 
being  greatly  concerned  by  the  statements  of  Blakey. 

Mr.  Jkfferis.  Did  you  ask  him  in  any  way,  Captain,  what  mem- 
bers of  the  claims  board  had  passed  on  this  settlement? 

Capt.  Day.  I  did  not  ask,  but  he  said  that  all  three  claims  boards 
had  passed  it.  I  asked  no  questions  as  to  the  meetings,  as  to  who 
were  present  at  the  meetings.  The  statement  was  made  by  Col. 
Hughes  that  the  entire  record  was  available  to  us  in  the  minutes  of 
these  meetings. 

Mr.  Jeffebis.  What  did  Mr.  Russell  appeal  to  Mr.  Vail  to  substan- 
tiate, if  you  remember? 

Capt.  Dat.  I  think  it  was  with  reference  to  the  scrap,  to  the  sal- 
vage, and  in  general  "  it  was  a  fair  settlement,  wasn't  it,  Mr.  Vail  ? 
You  have  had  considerable  experience.  It  is  a  fair  settlement,  wasn't 
it  ?  "    He  just  referred  to  it  two  or  three  times  like  that. 

Mr.  Jeffbbis.  Of  course.  Mr.  Vail  always  agreed,  did  he? 

Capt.  Day.  Yes ;  Vail  was  agreed  with  Russell. 

Mr.  Jeffebis.  Did  you  ask  whether  Mr,  Vail  was  on  the  board  or 
not? 

Capt.  Day.  No,  sir. 

Mr.  Jeffebis.  Did  you  know  whether  he  was  on  ot  not? 

Capt.  Day.  I  knew  that  he  was  not.    At  least,  I  presumed  so. 

Mr,  Jeffebis.  I  believe  that  is  all. 

Mr.  Gbaham.  There  are  one  or  two  other  questions  which  I  pre- 
sume I  had  better  ask  while  Capt.  Day  is  here. 

I  have  before  nie  a  letter — a  copy  of  a  letter,  which  I  have  obtained 
from  the  files,  and  which  refers  to  a  letter  from  E.  A.  Russell  to  the 
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ordnance  district  laoard.  Do  you  have  a  copy  of  the  lettei-  ruleriwl 
to  in  that  file,  Captain?    In  your  records? 

Capt.  Day.  Yes,  sir. 

Mr.  Graham.  Can  you  produce  it  here  so  that  we  can  see  it! 

Capt.  Day.  Yes,  sir. 

Mr.  Graham.  You  do  not  have  it  with  you  now,  do  you? 

Capt,  Dat.  No,  sir;  I  can  produce  it  to-morrow  morning. 

Mr.  Graham.  Well,  I  wish  you  would  bring  a  copy  of  it  here  to 
the  hearing  in  the  morning.  Can  you  now  give  the  substance  of  the 
lettflr? 

Capt.  Dat.  Yes,  wr. 

Mr,  Graham.  I  wish  you  would  give  us  the  substance  of  it  as 
nearly  as  you  can. 

Capt.  Day.  Well,  I  start«d  off  in  my  previous  testimony  leading  up 
to  it.  In  March  there  were  a  number  of  conferences  between  the 
Intelligence  Department  and  the  Ordnance  Department  with  refer- 
ence to  the  conditions  at  Hammond,  and  it  veas  agreed  by  all  parties 
that  it  was  essential  that  a  very  thoroughgoing  probe  be  made  of  tJie 
conditions  there,  A  letter  was  addressed  to  the  Director  of  Military 
Intelligence  recommending  that  such  a  probe  be  made,  even  though 
it  cost  $50,000,  It  might  save  a  million,  the  statement  was  made.  In 
the  latter  part  of  June,  if  my  memory  serves  me  correctly,  letters 
were  received  by  the  Military  Intelligence  Department  from  tiie 
Ordnance  Department  stating  that  the  Ordnance  Department  wat 
fully  possessed  of  all  the  information  concerning  irregularities,  and 
that  in  their  opinion  cooperation,  further  cooperation  of  the  Military 
Intelligence  Department  was  no  longer  necessary. 

Mr.  Graham.  Do  you  know  who  mat  letter  was  signed  by? 

Capt.  Dat.  I  believe  that  was  signed  by  Mr.  Bussell.  I  can  con- 
firm that  in  the  morning. 

Mr.  Graham.  All  right.  Do  so  at  that  time.  Then  what  happened 
about  the  investigation? 

Capt.  Day.  The  department  intelligence  office  concurred  in  that 
opinion  partly  because  we  had  no  reason  to  believe  that  the  Ord- 
nance Department  would  not  protect  the  interests  of  the  Govern- 
ment and  partly  because  on  account  of  the  policy  of  retrenchment  our 
office  was  largely  robbed  of  its  personnel :  we  had  neither  funds  nor 
persons  to  conduct  an  investigation  that  this  would  require.  There- 
fore, we  let  the  matter  rest  for  some  time. 

Mr,  Graham.  But  you  did  not  come  to  that  conclusion  because 
you  thought  there  was  nothing  to  investigate? 

Capt.  Dat.  No.  sir. 

Mr.  Graham.  It  was  rather  a  matter  of  finances? 

Capt.  Dat.  It  was  partly,  yes;  and  partly  because  we  supposed 
that  that  letter  meant  just  what  it  said. 

Mr.  Graham,  And  in  that  matter,  if  the  Ordnance  Department 
wanted  no  further  investigation  that  would  be  the  end  of  it,  wouldn't 
it? 

Capt.  Dat.  Well,  not  necessarily.  If  the  Ordnance  Department 
did  not  want  an  investigation  and  we  had  reason  to  believe  that 
there  was  anything  wrong  with  the  Ordnance  Department,  why,  we 
would  not  be  governed  by  the  Ordnance  Department. 

Mr.  Gkaham.  Oh,  not  necessarily,  but  then  you  would  want  to  be 
directed  from  headquarters  to  proceed  in  such  case,  wouldn't  youf 
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C'apt  Day.  No,  sir.  The  Ordnance  Deportment  would  have  no 
influence  with  us  whatever.  x 

Mr.  Graham.  You  would  have  a  right  to  go  anead,  anyhow  J 

Capt.  Day.  The  Military  Intelligence  Department  is  a  very  free 
agent. 

Mr.  Gpaham.  You  operate,  as  I  understand,  directly  under  the 
Inspector  General,  do  you? 

Capt.  Day.  Have  nothing  to  do  with  the  Inspector  General. 

Mr.  Graham.  Who  is  your  superior  officer? 

Capt  Daly.  Director  of  Military  Intelligence  at  Washington. 

Mr.  Graham.  And  he  is  a  separate  department,  is  he! 

Mr.  Graham.  Mai.  Tewksbury! 

Capt.  Day.  Gen.  Churchill. 

Mr.  Graham.  Gen.  Churchill.  Capt.  Day,  did  you  at  one  time 
take  an  examination  of  Col.  Hughes  in  connection  with  this  matter 
in  writing! 

Capt.  Day.  Yes,  sir, 

Mr.  Graham.  Eto  you  have  a  copy  of  it  with  you? 

Capt,  Day.  No,  sir.    Have  it  in  the  files. 

Mr.  Graham.  Can  you  bring  one  here  in  the  morning? 

Capt,  Day.  Yes,  sir. 

Mr.  Graham,  Did  you  also  take  a  statement  of  Col,  Arrison? 

Capt.  Day.  I  did  not;  no,  sir. 

Mr,  Graham,  Who  did ! 

Capt.  Day,  I  do  not  know. 

Mr,  Graham,  You  know  there  is  one  in  your  files,  do  you! 

Capt,  Day.  I  am  not  certain.    We  have  a  very  elaborate  file. 

Mr,' Graham.  Captain,  have  you  ever  found  any  interference  of 
any  kind  in  your  examination,  so  far  as  you  have  gone  on  this  par- 
ticular matter ;  have  you  ever  found  that  there  was  any  interference 
on  the  part  of  anyone? 

Capt.  Day.  Interference! 

Mr.  Graham.  Yes;  in  your  prosecution  of  that  matter. 

Capt.  Day.  You  mean  in  my  investigation? 

Mr.  Graham.  Yes. 

Capt.  Day.  No,  sir. 

Mr.  Graham.  Well,  I  wish  you  would  look  through  your  files  and 
bring  that  statement  of  Col.  Hughes  with  you  in  the  morning. 

Do  you  want  to  ask  him  any  questions  any  further,  either  of  you 
gentlemen  ? 

Captain,  is  this  a  copy  of  the  interview  of  your  department  had 
with  Col.  Hughes  [handing  to  Capt.  Day]? 

Capt.  Day.  Yes,  sir. 

Mr.  Graham.  We  will  let  that  go  into  the  record,  then,  at  this 
place,  in  connection  with  your  testimony. 

Capt.  Day.  I  conducted  that  interview  myself. 

(The  interview  referred  to  is  as  follows:) 


Person:  Reported  by  Capt.  R.  R.  Dny  (M.  L.  M,). 
Subject:  Standari)  Steel  Cnr  Co..  Hammond.  Ind. 
OlTense  charged:  Place,  Chtcaf»),  III.,  Octol>er  7,  1919. 

Statement  hy  Col,  R.  S.  Hughes: 

Q.  What  tsyour  name.  rank,  and  position? — A,  Col.  E.  S,  Hughes,  Onltiaix-e 
D^rtment,  Ordnance  district  chief,  Chicago  DIatrtct  Ordnance  Olttce. 
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Q.  Toar  former  station? — A.  Wasblngton,  I).  C. 

Q.  Blakey  has  made  the  statement  that  the  claims  board  received  an  offer 
of  $500,000  for  a  part  of  that  BaWege  which  was  released  to  the  Standard  Steel 
Car  Co.  for  $200,000.  Is  that  statement  correct!— A.  I  don't  know  what  yon 
are  talking  ebouL  That  Is  somethloK  I  have  never  met.  We  had  received  a 
salvaRe  offer  froul  the  Standard  Steel  Car  Co.  for  all  of  the  material,  machloerj, 
and  facilities  at  their  plant  of  $800,000,  which  was  later  Increaaed  to  $900,000. 

Q.  Were  either  of  tlie  claims  boards  In  Washington,  that  Is,  the  Ordnance 
board  and  the  board  of  the  War  Department,  told  that  this  settlement  had  t>eeii. 
made  upon  nn  audit  flndinfr  of  the  claim? — A.  Thej  were.    Both  of  them  were. 

Q.  That  the  claim  had  been  settled  upon  an  audit? — A.  Where  an  audit  could 
be  made.  It  bad  been  made. 

Q.  Who  is  the  man  on  this  board  named  McFarland? — A.  He  Is  a  representa- 
tive of  the  Washington  claims  bnard. 

Q.  The  request  from  Washlnpton  Is  that  you  reply  to  these  various  state- 
ments In  order.  Item  I.  "  The  company  la  to  get  $99,000,  itemized  as  a  "  carry- 
ing charKe  during  period  of  non production.' "  Blakey  says  that  is  an  impnqter 
charge  for  the  reason  that  the  company  had  been  permitted  a  6  per  cent  de- 
preciation and  this  was  simply  a  duplication  of  that.  That  Is  his  contention. — 
A.  This  statement  which  Blakey  put  In  this  newspaper  article  Is  a  statement 
wbich  is  cople<I  verbatim  from  final  settlement  of  award  made  to  the  company 
find  has  been  covered  in  detail  in  the  minutes  of  the  various  meetings  which 
we  have  had.  It  has  been  explained  In  detail  to  the  various  boards  in  Wash- 
ington. The  negotiations  during  which  these  various  amounts  were  discussed 
and  Anally  arrived  at,  occupied  a  period  of  four  months,  and  it  would  be 
Impossible  fur  me  In  a  mere  statement  to  show  the  various  courses  of  thought 
and  methods  of  nrrivlng  at  the  varions  amounts  laid  down. 

Q.  Where  are  those  record8?~A,  They  are  all  available  In  the  district  ord- 
nance olllce  or  in  Washington.  They  all  went  to  Washington  with  the  clafni. 
Very  carefal  minutes  on  every  meeting  in  which  this  claim  was  discussed  were 
prepared  and  forwarded  n'lth  the  claim  to  the  Washington  office  and  are 
available  to  anybody  in  authority  who  may  want  to  see  them. 

Q.  You  suy  then,  that  tliose  eight  Heme  are  correct? — A.  .\bRoIutely.  They 
lire  taken  verbatim  from  settlement  of  award  niuile  by  the  board!-. 

Q.  But  you  do  not  agree  with  the  Interpretation,  or  pass  upon  tliem?— A. 
Why  no.  for  reasons  already  expressed.  That  award  there  Is  the  result  of 
three  ntonrhs'  negorintlons  with  the  company  and  everything  that  was  snid 
on  either  side  is  nvnllable  to  the  public,  J.  I.  D.  or  anybo<ly  else.  You  ninst 
understand,  though,  that  after  the  district  Ordnance  nfllce  had  arrived  at  what 
they  eKflmnted  to  be  a  certain  settlement,  certain  amounts  were  changed  and 
revised  at  ihe  Inntlgatlon  and  at  the  suggestion  of  members  of  the  War  Depart- 
ment Cliilma  Board  and  the  Ordnance  Department  Claims  Board,  and  they 
ohangeil  amounts  when  we  had  our  final  conferences.  We  wonld  show  la 
our  mlnuten  one  amount,  when,  at  the  suggestion  of  sometMdy  else,  the  amounts 
were  changed  around,  and  It  must  be  nnderstood  that  this  was  a  negotiated 
lump  snm  xettlenient  for  $3,000,000.00,  and  that  the  division  there  of  the  various 
Items,  was  more  or  less  substantlatlve  of  the  $3,000,000.00  award.  Even  the 
figures  are  correct,  down  to  (he  <'en(.  He  has  simi>iy  copied  those  off  tlie  final 
award  made  to  the  company. 

Mr.  Ghaham.  We  will  meet  at  9.30  to-morrow  morning,  gentlemen. 
(And  tlieremwn.  at  5.30  p.  m.,  the  committee  adjourned  until  9,30 
o'clock  a.  111.,  Tuesday.  Oct.  21.  A.  D.  1919.) 
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Subcommittee  No.  5  {Orduaxce),  ' 

OF  THE  Select  Committee  on 

ExPENDITUREa  IN  THE  WaR  DePABTMENT, 

House  of  Kepresentatives, 
Tuesday,  October  2i,  1919. 
The  committee  met  at  9.30  o'clock  a,  m.,  at  the  assembly  room  of 
tlie  Illinois  Trust  &  Savings  Bank  Building,  Chicaco,  111.,  pursuant 
to  adjournment  on  yesterday,  Hon.  WiUiam  J.  Graham  (chairman) 
presiding.  Also  prtwent:  Hon.  Albert  W.  Jefferis  and  Hon.  Finis 
J.  Garrett. 

TESTIHONY  07  HB.  HABBT  C.  BATIJSS,  POSKEE  MAJOR, 
OKDKAKOE  DEFASTHENT,  1TNITEI)  STATES  ABJCY. 

(The  witness  was  duly  sworn  by  Mr,  Graham.) 

Mr.  Graham.  What  is  your  full  name.  Major! 

Mr.  Bayliss.  Harry  C.  Bayliss. 

Mr.  Graham.  Maj.  Bayliss,  you  were  formerly  in  the  Army,  were 
you* 

Mr,  Bayuss.  I  was  a  major  in  the  Ordnance  Department. 

Mr.  Graham.  During  what  period? 

Mr,  Bayliss.  I  entered  the  second  officers'  training  camp  August 
25,  1917,  and  was  commissioned  major  and  assigned  to  duty  in  the 
Ordnance  Department  in  Washington  on  November  21, 1917,  and  de- 
tailed as  Army  inspector  of  ordnance  at  the  Standard  Steel  Car  Co., 
at  Hammond,  on  December  6, 1917,  and  remained  there  until  my  dis- 
charge on  August  11,  1919. 

Mr.  Graham.  During  that  time  were  you  located  at  the  Standard 
Steel  Car  Co.  plant  all  the  time? 

Mr.  Bayliss.  All  the  time. 

Mr.  Graham.  Did  you  spend  your  time  there  or  here,  mostly? 

Mr.  Bayliss.  I  spent  my  time  mostly  in  Hammond,  although  I 
was  called  into  the  Chicago  district  office  a  great  many  times  on  con- 
ferences, and  I  also  had,  during  the  early  part  of  my  assignment  in 
Hammond — I  also  was  in  charge  of  inspection  in  a  number  of  other 

Elants  in  the  Chicago  district,  Gary,  South  Chicago,  Indiana  Har- 
yt.  Harvey,  and  surrounding  points. 

Mr.  Graham.  Did  you  have  anything  to  do  with  the  Otis  Elevator 
contract  ? 

Mr.  Bayliss,  Nothing. 

Mr.  Graham.  What  did  your  duties  consist  of? 
Mr.  Bayliss.  My  duties  consisted  in  supervising  the  inspcLtion 
of  the  material  and  manufacture  of  the  240  millimeter  howitzer  car- 

1949 


1950  WAR  EXPENDITURES. 

riage,  and  during  the  early  montlis  I  also  had,  as  I  say,  charge  of 
the  inspection  of  the  materials  at  these  other  points. 

Mr.  Graham.  Did  you  have  anything  to  do  with  expediting  the 
shipments  of  materials  into  the  plant — seeing  that  it  progressed^ 

Mr.  Bavlisk.  Except  to  look  after  their  inspection. 

Mr.  Graham.  You  inspected  the  stuff  as  it  came  in? 

Mr.  Bayliss.  I  inspected  the  stuff  as  it  came  in. 

Mr.  Graham.  But  had  nothing  to  do  with  the  purchase  of  it! 

Mr.  Bavliss.  Nothing  to  do  with  the  purchase  of  it. 

Mr.  Graham.  Well,  now,  at  the  time  of  the  signing  of  the  armis- 
tice how  many  of  these  carriages  has  been  finished  there  ? 

Mr.  Bayuss,  One, 

Mr,  Graham.  What  part  of  it  was  hand  made,  Major? 

Mr.  Baytjss,  It  is  very  difficult  to  answer  that  question.  A  great 
many  of  the  minor  details  were  hand  made,  and  a  large  number  of 
the  major  details  were  partiallv  hand  made.  We  are  given  to  tin- 
derstand  that  it  wa.s  very  essential  to  get  a  carriage  ready  at  the  ear- 
liest possible  moment,  and  everything  was  subordinated  to  that  idea, 
if  we  had  to  get  certain  items  out  regardless  of  cost. 

Mr.  Graham.  Now,  Major,  why  was  there  so  much  haste  about 
this  particular  carriage?  Was  it  desired  to  fulfill  some  of  the  orig- 
inal conditions  of  the  purchase  order,  or  why  were  they  hastening 
this  particular  carriage? 

Mr.  Batliss.  The  haste  was  on  the  part  of  the  Ordnance  Depart- 
ment in  Washington,  who  desired  to  have  one  of  these  carriages  to 
proof  fire  to  determine  whether  there  were  any  changes  or  any  de- 
tails that  should  he  altered  in  any  way  in  succeeding  CBrriaces, 

Mr.  Graham.  After  they  had  this  one  carriage  and  took  it  to  the 
Aberdeen'  Proving  Grounds,  and  t«sted  it,  did  they  make  any 
changes? 

Mr.  Bayuss.  None;  hut  in  explanation  I  will  say  that  this  carriage 
did  not  go  to  Aberdeen  until  in  January.  It  was  completed  late  in 
December,  and  the  recuperator  was  not  received  until  in  December, 
and  the  recuperator  was  not  received  at  the  plant  until  in  Januan>', 
if  I  remember. 

Mr,  Graham.  Where  did  that  come  from,  the  American  Brake 
Shoe  &  Foundry  Co.  at  Erie? 

Mr.  Batli-ss.  No;  the  gun  came  fi-om  Watervliet  Arsenal. 

Mr.  Graham,  That  came  when;  in  January? 

Mr.  Batliss.  In  January. 

Mr.  Graham.  So  that  you  never  did  get  any  assembled  until  some 
time  in  January? 

Mr.  Batliss.  Rome  time  in  January. 

Mr.  Graham.  Now,  I  want  you  to  tell  us  something  about  the  way 
they  progressed  on  that  job  while  you  were  there  as  inspection  officer. 
Give  it  in  your  own  words,  and  give  us  a  general  idea  of  it, 

Mr.  Batliss.  When  I  arrived  in  Hammond  in  December,  1917,  the 
work  had  commenced  on  the  extension  to  the  main  building,  to  what 
is  called  building  No.  10;  the  foundation  pits  had  been  dug  and 
part  of  the  concrete  work  was  in.  From  that  time  until  March  the 
progress  was  very  slow,  due  to  the  exceptional  severity  of  the  winter, 
and  the  scarcity  of  coal.  On  several  occasions  the  plant  was  shut 
down  for  several  days  at  a  time;  we  absolutely  could  not  get  any 
coal ;  we  could  not  heat  the  buildings,  even  the  offices,  and  the  con- 
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ditions  were  very  severe  and  handicapped  us  greatly  in  the  outside 
construction  work.  While  this  construction  work  was  going  on  the 
Ordnance  Department — or  the  Standard  Steel  Car  Co. — was  plac- 
ing orders  for  the  machinery  which  the  Government  was  to  pur- 
chase on,  additional  facilities.  This  machinery  be^an  to  come  in 
early  in  January,  and  was  unloaded  in  their  erection  shop  where 
they  were  still  continuing  the  passenger  car  work.  Along  ]at«  in 
February  it  was  suggeatwl  to  the  Standard  Steel  Car  Co.  that  it 
would  be  advisable  to  transfer  the  passenger  car  woiii  frfHn  tlie 
shop 

Mr.  Graham  (interposing).  Who  suggested  it  to  themf 

Mr.  Batuss.  Well,  I  thmk  the  suggestion  orimnally  came  from 
the  two  production  lieutenants  who  were  on  the  job  at  that  time,  and 
I  also  added  my  indorsement  to  it,  and  suggested  to  the  Standard 
St«el  Car  Co.  that  it  might  be  advisable  to  transfer  that  work 
to  give  room  to  install  machinery,  so  that  everything  could  be  in 
shape  to  start  production  May  I,  according  to  the  terms  of  the  pro- 
curement  order  that  specified  10  carriages  a  day  after  May  1,  They 
objected  somewhat  to  moving  at  that  time,  but  finally  agreed,  but  it 
was  late  in  March,  or  early  in  April  before  the  transfer  was  actually 
made. 

Mr.  Gbahah.  What  did  they  have  to  transfer? 

Mr.  Batuss.  They  had  a  large  number  of  New  York  Central  steel 
coaches  in  various  stages  of  erection  in  the  erection  shop.  They  bad 
some  machinery  for  the  shaping  and  drilling  of  the  plates  for  those 
coaches  and  considerable  material  which  had  been  piled  up  in  the 
erection  shop  for  the  plants  on  that  order. 

Mr.  Grabah.  How  did  they  transfer  that? 

Mr.  Batuss.  Loaded  it  on  cars;  they  loaded  the  material  on  cars; 
the  partially  completed  coaches  on  trucks,  and  transferred  them  to 
their  freight  department. 

Mr.  Graham.  How  long  did  that  take? 

Mr.  Batuss.  I  couldn't  tell  you;  it  was  going  on  over  30  days; 
they  did  it  on  the  installment  plan. 

itr.  Graham.  Did  it  take  a  large  number  of  men  to  do  iti 

Mr.  Batuss.  It  took  quite  a  force. 

Mr.  Graham.  Well,  how  targe  a  force? 

Mr.  Batuss.  I  couldn't  tell  you;  I  couldn't  say  the  size  of  the 
force  they  used.  It  would  be  hard  to  tell  how  much  of  the  force 
worked  on  the  transfer. 

Mr.  Gbaham.  They  took  that  into  the  freight  department.  Did 
they  make  them  in  there  then? 

Mr.  Batuss,  Yes,  sir, 

Mr.  Graham.  Did  they  make  them  in  there;  did  they  have  room 
in  there  for  them  ? 

Mr.  Bayuss.  They  were  working  on  a  targe  number  of  cars  for 
the  American  railway  in  France. 

Mr.  Gkaham.  a  Government  order? 

Mr.  Bayuss.  A  Government  order. 

Mr.  Graham.  That  was  a  Government  order,  you  say  ? 

Mr.  Bayuss.  Yes;  and  also  10  trains  for  use  for  the  10-inch  naval 
battery.    They  erected  those  complete  at  Hammond, 

Mr.  Graham.  Were  those  the  trains  that  were  afterwards  used  in 
France? 
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Mr.  Batuss.  Yes,  sir. 

Mr.  Graham.  At  least  a  couple  were  used  over  there. 

Mr.  Baixiss.  They  were  all  shipped  across. 

Mr.  Graham.  Those  were  completed  at  Hammond  I 

Mr.  Bayuss.  They  were  completed  at  Hammond. 

Mr.  Graham.  Under  separate  contracts  J 

Mr.  Batuss.  Yes ;  under  separate  contracts. 

Mr.  Graham.  Now,  after  they  moved  that  stuff  out  of  there,  did 
they  fill  the  shop  with  complete  machinery  for  the  making  of  the 
240-millimeter  howitzert 

Mr.  Bayuss.  They  installed  machinery,  and  the  thing  was  then 
assuming  shape  for  the  240-millimeter  howitzer,  and  thev  also  used 
one  end  of  the  shop  for  the  storage  of  tools  and  things  of  that  kind, 
a  tremendous  amount  of  which  they  needed. 

Mr.  Graham.  What  were  those  tools — -presses? 

Mr.  Batljss.  They  were  already  instaUed. 

Mr.  Graham.  What  were  they? 

Mr.  Batuss.  Those  tools  consisted  of  drills,  milling  machines,  and 
general  machine-shop  tools. 

Mr.  Graham.  Were  they  tools  that  can  be  adapted  to  the  ordinary 
commercial  purposes! 

Mr.  Bavubs.  The  majority  of  them. 

Mr.  Graham.  So  that  you  can  take  that  same  machinery  and  carry 
out  almost  any  operation  in  metal ! 

Mr.  Bayuiss.  Yes,  sir. 

Mr.  Graham.  And  they  still  have  those  machines?  . 

Mr.  Bayliss.  With  the  exception  of  some  that  were  shipped  to  the 
Watertown  Arsenal. 

Mr.  Graham.  When  you  last  saw  the  machines  what  condition 
Were  they  in  ! 

Mr.  Bayuss.  Good  condition. 

Mr.  Graham.  The  work  they  had  had  was  not  such  as  to  impair 
their  value  as  machines  to  any  degree? 

Mr.  Bayliss,  No. 

Mr.  Graham.  Are  those  machines  such  as  are  in  ready  demand 
by  the  trade? 

Mr.  Batuss.  They  are  standard  machines  and  in  times  when  there 
is  a  demand  for  machine  tools  they  could  be  disposed  of. 

Mr.  Graham.  I  suppose  there  were  some  lathes  among  them?- 

Mr,  Batuss.  Yes;  comparatively  few  lathes. 

Mr.  Graham.  They  already  had  their  stamps  and  presses? 

Mr.  Bayuss.  Yes;  and  the  shears. 

Mr.  Graham.  They  used  them  in  making  cars? 

Mr.  Bayuss,  Yes,  sir, 

Mr.  Graham.  And  they  could  adapt  them  to  the  plates  that  were 
necessary  to  build  these  carriages? 

Mr,  Bayubs,  Yes,  sir. 

Mr,  Graham.  Now,  are  you  a  practical  machine  man — metal  man? 

Mr,  Bayuss.  I  am  a  mechanical  engineer. 

Mr.  Graham.  How  long  have  you  been  in  the  business,  Major? 

Mr.  Batuss.  Since  1899. 

Mr.  Graham,  You  know  then  a  great  deal  about  metals  and  their 
uses? 

Mr.  Bayuss.  Yes,  sir. 
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Mr.  Graham.  What  sort  of  metal  was  this  tiiat  was  to  be  used  by 
the  GovemmeDt  Id  t^e  making  of  this  carrif^? 

Mr.  Bayubs.  It  was  lai^ly  special  specification  steel,  which  was 
insisted  upon  by  the  French  engineers  who  were  sent  over  here  in  con- 
nection with  the  manufacture  of  this  carriage. 

Mr.  GsAHAU.  And  had  a  large  proportion  of  nickel  in  itl 

Mr.  Baylisb.  Considerable  of  it  was  nickel  steel. 

Mr.  Graham.  And  some  of  it  was  notf 

Mr.  Bayusb.  a  large  proportion  was  not  nickel  steel,  but  was  a 
big^  grade  carbon  steel. 

Mr.  Graham.  What  was  that  steel  good  for  except  to  make  these 
carriages;  was  it  good  for  anything  else* 

Mr.  Bayuss.  There  was  very  little  demand  for  a  nickel  steel  of  the 
analysis  used  at  Hammond ;  it  is  a  higher  priced  st«el  than  is  used 
ordinarily ;  it  is  harder  to  work,  and  comparatively  few  places  where 
they  would  use  it.  except  on  special  jobs, 

Mr.  Graham.  Does  the  Government  use  that  to-day  in  arsenals 
where  they  are  making  carriages  for  this  type  of  gun? 

Mr.  Bayuss.  It  is  used  in  making  the  240  in  the  Watertown  Arse- 
nal. 

Mr.  Gbaham.  Why  wasn't  it  possible  to  take  over  this  material  that 
was  afterwards  sold  to  this  company  for  junk;  why  wasn't  it  possible 
to  take  that  over  and  use  it? 

Mr.  Batlibh.  Considerable  of  it  was  taken  over,  I  believe.  The 
Watertown  Arsenal  selected  considerable  of  this  material  for  use  as 
spare  parts  in  replacing  parts  of  the  240-millimeter  howitzer  that 
were  completed  at  Hammond  and  at  Watertown  Arsenal. 

Now,  there  is  something  I  would  like  to  put  in  here  in  explanation. 

Mr.  Graham.  All  right. 

Mr.  Bayliss,  Originally  Watertown  Arsenal  was  ordered  to  con- 
struct 250  of  the  240  millimeter  howitzers;  the  Standard  Steel  Car 
Co.  was  to  have  964.  Watertown  Arsenal  and  the  Standard  Steel  Car 
Co.  were  supposed  to  keep  in  close  touch  during  this  manufacture  and 
exchange  information,  and  to  give  information  regarding  any  changes 
that  should  be  made,  and  the  engineering  bureau  in  Washington  as- 
signed an  officer  to  spend  part  of  his  time  in  Watertown  and  part  of 
of  his  time  in  Hammond  working  on  that  particular  phase  of  uie  con- 
struction. • 

Mr.  Graham.  Do  you  know  whether  they  are  still  making  these 
carriages  at  Watertown ! 

Mr.  Bayuss.  They  are  completing  a  reduced  order. 

Mr.  Gkaiiam.  Do  you  know  how  many  they  are  making! 

Mr.  Bayuss.  120  out  of  the  250. 

Mr.  Graham.  They  finished  120  while  this  institution  completed 
20OI 

Mr.  Baixiss.  They  completed  120  about  October  1 ;  the  understand- 
ing was  they  were  to  complete  that  order  by  October  1. 

Mr.  Graham,  When  did  this  company  finish  its  200! 

Mr.  Bayuss,  June  20. 

Mr.  Graham,  It  was  possible,  then,  immediately  after  the  armistice 
to  cancel  that  contract  with  this  company  and  to  have  had  those  car- 
riages finished  at  the  Government  arsenal! 

Mr.  Bayubs.  Yes,  sir. 
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Mr.  Grahau.  Tell  us  something  about  the  delivery  of  the  recupera- 
tors on  the  Otis  Elevator  job,  Major;  how  did  they  get  along? 

Mr.  Bayliss,  The  first  recuperator  was  delivered  about  the  1st  of 
December,  and  it  was  some  little  time  before 

Mr.  Graham  (interposing).  Was  it  machine  or  hand  made? 

Mr.  Bayuss.  That  was  machine  made.  The  second  recuperator  fol- 
lowed a  short  time  afterwards,  and  commencing  about  the  1st  of 
February,  as  I  remember,  the  Otis  Elevator  Co.  was  ahead  of  the 
Standard  Steel  Car  Co.  at  all  times.  In  other  words,  they  had  recup- 
erators ready  whenever  the  carriages  were  finished,  and  along  toward 
the  latter  part  of  the  contract  we  had  all  the  recuperators  on  hand 
long  before  the  carriages  were  ready  for  them. 

Mr.  GsAHAH.  Well,  did  you  have  any  trouble  about  getting  delivery 
of  those  recuperators;  were  you  urging  them  in  the  year  1918  to  pro- 
duce them? 

Mr.  Bayuss.  We  had  a  carriage  ready  long  before  the  recuperator 
was  ready. 

Mr.  Graham.  What  was  the  trouble  over  there,  do  you  know  ? 

Mr.  BATuaa,  I  don't  know. 

Mr.  Graham.  Did  you  try  to  stimulate  production  over  there  in 
any  way! 

Mr.  Batliss.  Col.  Clark  can  tell  you  better  what  was  done  along 
those  lines.  The  matter  was  taken  up  1^  the  Chicago  district,  and  by 
the  Chicago  district  taken  up  with  the  Otis  Elevator  Co. 

Mr.  Graham.  Now,  we  want  to  know  something  more  about  the 
changes  in  plans  made  in  the  life  of  this  contract;  do  you  know  any- 
thing about  that? 

AG.  Bayuss.  I  know  there  were  a  great  many  changes  made  all 
along. 

Mr.  Graham.  This  company  claims  they  were  greatly  delayed  by 
the  inactivity  of  the  Ordnance  Department,  or  the  fact  that  the  Ord- 
nance Department  was  constantly  changing  its  plans.  Tell  us  what 
you  know  about  that.  Major. 

Mr.  Bayuss.  May  I  ask  a  question  there? 

Mr.  Graham.  Yes. 

Mr,  BayIiISS.  Are  you  familiar  with  the  240-miltimeter  howitzer 
as  built  in  this  country? 

Mr,  Graham.  Yes;  we  have  gone  into  tljat  pretty  extensively. 

Mr.  Bayuss.  Then  I  will  say  this:  When  the  drawings  were  deliv- 
ered to  the  Standard  Steel  Car  Co.,  which  had  approximately  800 
tracings,  at  least  300  of  them  were  incomplete  in  portions;  lots  of  di- 
mensions were  missing,  and  details  of  that  nature,  and  there  were  a 
great  many  changes  made  in  adapting  the  French  practice  to  Ameri- 
can practice.  It  was  necessary  to  do  so  in  order  to  meet  American  shop 
conditions,  and  during  the  early  stages  of  the  work  we  were  constantly 
receiving  revised  drawings  from  Washington  for  transmittal  to  the 
Standard  Steel  Car  Co. 

Mr.  Graham.  Was  that  delaying  the  work  any? 

Mr,  Bayliss.  That  in  a  measure  would  delay  them  considerably,  be- 
cause they  were  unable  to  tool  up  for  production  until  they  knew  ex- 
actly what  they  had  to  do  to  some  individual  piece.  For  instance,  if 
there  were  some  dimensions  missing  on  one  piece,  they  would  not 
know  what  tool  was  necessary  under  that  piece  until  they  knew  abso- 
lutely what  had  to  be  done. 
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Mr.  Graham.  l>o  you  know  how  long  those  chaages  continued — can 
^ou  tell  when  the  last  one  was? 

Mr,  Bayu88,  The  minor  changes  continued  as  long  as  the  guns  were 
being  constructed,  but  in  the  summer  of  1918  arrangements  were  made 
by  ^i^ich  Mr.  Church  was  appointed  engineering  representative,  with 
Authority  to  make  necessary  changes  to  expedite  production.  The 
Ordnance  Department  appointed  him  with  authority  to  approve  any 
changes  necessary  to  exf^dite  production. 

Mr.  Graham.  When  was  that? 

Mr.  Bayliss.  In  1918. 

Mr.  Graham.  Do  you  know  about  when? 

Mr.  Bayliss.  The  official  assignment  was  about  the  time  of  his 
official  appointment,  in  Deceml^r,  but  Mr.  Church  was  virtually 
exercising  that  function  before  that  time. 

Mr,  Graham.  Well,  he  could  make  a  change  here  in  Chicago  and 
not  refer  it  to  Washington  ? 

Mr.  Bai-liss.  He  would  make  a  change  in  Chicago  and  a  copy  of 
that  would  be  sent  to  Washington,  and  they  could  concur  in  that  or 
not  as  they  saw  fit. 

Mr.  Graham,  Can  you  give  the  committee  any  idea  how  much  delay 
you  think  was  caused  by  the  actual  failure  of  the  Ordnance  Depart- 
ment to  furnish  plans? 

Mr.  Bayliss.  No,  sir. 

Mr.  Graham.  Do  you  think  it  amounted  to  as  much  as  270  days — 
nine  months? 

Mr.  Batuss.  I  do  not.  But  I  will  qualify  that  to  this  extent,  that 
there  were  so  many  contributing  causes  to  those  delays  that  it  is 
almost  impossible  to  fix  on  any  one  phase  of  the  situation  and  say  that 
that  caused  the  delay.  When  this  contract  was  placed  the  terms  of 
the  procurement  order  provided  that  the  Standard  Steel  Car  Co.  was 
to  subcontract  for  as  much  of  the  work  as  possible,  and  as  a  result  of 
that  there  were  approximately  100  subcontracts  placed  all  over  the 
Chicago  district,  and  many  of  them  at  very  considerable  distances 
from  Chicago,  and  in  a  contract  of  this  magnitude,  964  units,  that 
meant  a  tremendous  amount  of  work  by  a  great  many  different  manu- 
facturers and  any  delay  in  the  receipt  of  material  from  one  manu- 
facturer very  frequently  tied  up,  when  delayed,  material  into  which 
entered  material  from  a  dozen  manufacturers.  So  that  it  is  very 
difficult  to  definitely  put  your  finger  on  any  one  circumstance  and  say 
that  that  caused  the  delay. 

Mr,  Graham.  How  much  of  the  work  was  this  company  doing 
itself,  and  how  mnch  did  it  buy  from  other  contractors? 

Mr.  BAYTjas.  I  think  that  can  best  be  shown  by  the  figures  show- 
ing the  subcontracts  placed  and  the  proportion  which  they  bear 
to  the  work  done  at  Hammond.  I  can  not  tell  you  just  what  that 
would  be.  but  Mr.  Miller  or  Mr.  Grafke  can  give  you  the  figures, 

Mr.  Graham.  There  was  a  large  part  of  the' material  from  else- 
where? 

Mr.  Bayliss.  A  large  part. 

Mr.  Graham.  So  this  plant  was  largely  an  assembling  plant? 

Mr.  Bayliss.  An  assembling  plant,  and  the  manufacturer  of  the 
much  heavier  parts  of  the  units, 

Mr,  Graham.  The  plates  and  that  sort  of  thing? 

Mr.  BAYi.tss.  All  the  plate  work. 
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Mr.  Orahah.  Do  you  know  anytlimg  about  this  settlement^  Did 
you  participate  in  any  of  these  meetings! 

Mr.  Batuss.  I  did  not 

Mr.  Graham.  You  were  not  at  Hammond  and  not  at  Chicago  ? 

Mr.  Bayliss.  I  was  discharged  on  August  11. 

Mr.  Graham.  And  that  was  prior  to  any  negotiation  f        • 

Mr.  Batliss.  Prior  to  the  settlement. 

Mr.  Graham,  Do  you  want  to  ask  him  anything,  Mr.  Jefferis! 

Mr.  Jeffems.  Mr,  Bayliss,  you  spoke  of  transferring  some  pas- 
senger cars  that  were  in  the  course  of  construction  to  the  freight  t 

Mr.  Batlws.  Yes,  sir. 

Mr.  Jefferis.  In  April,  as  I  remember  it,  of  1918? 

Mr,  Baylibs.  Late  in  March  or  early  in  April,  1918. 

Mr.  Jeftekis.  And  that  covered  a  period,  you  think,  of  approxi- 
mately 30  days  ? 

Mr.  Bayliss.  I  would  say  that  it  took  them  about  30  days  to 
make  the  transfer,  as  it  was  done  piecemeal.  It  was  almost  impos- 
sible to  transfer  cars  in  their  entirety  and  still  keep  working. 

Mr.  Jefferis.  Do  you  know  whether  the  cost  of  that  transfer  was 
paid  by  the  Government  i 

Mr,  Bayliss.  It  was. 

Mr,  Jefferis.  In  other  words,  whatever  it  cost  to  transfer  the 
machinery  and  cars  was  taken  up  right  at  that  time,  and  paid  by  the 
Government  as  part  of  the  costs? 

Mr.  Batliss.  It  was. 

Mr.  Jefferis.  Do  you  know  anything  as  to  the  amount  of  thatt 

Mr.  Batuss.  I  do" not. 

Mr.  Jefferis,  You  did  not  have  anything  to  do  with  the  figures 
or  accounting  t 

Mr.  Batuss.  I  had  nothing  to  do  with  it.  However,  Mr.  Grafke 
can  give  you  the  figures  covering  the  shop  organization  to  do  that 
work. 

Mr.  Jefferis,  I  believe  that  is  all, 

Mr.  Graham.  Mr.  Garrett,  do  you  want  to  ask  anychingt 

Mr.  Garrett.  Major,  I  have  read  somewhere,  I  am  sure,  that  the 
processes  of  manufacture  in  France  were  entirely  different  from 
our  processes  here.  For  instance,  there  was  a  great  deal  more  of 
what  is  designated  as  handwork  in  France  than  it  was  contemplated; 
least,  there  would  be  here;  do  you  know  anything  about  that? 

Mr.  Batliss.  A  report  was  made  by  a  committee  sent  to  France  to 
investigate  the  actual  manufacture  of  the  240-millimeter  howitzer 
in  France,  which  indicated  that  there  was  a  great  deal  more  hand- 
work done  on  the  carriages  as  turned  out  in  France  than  was  ever 
contemplated  in  the  construction  of  similar  carriages  in  this  country. 

Mr.  Garrett.  The  effort  was  made  to  standardize  here,  as  I  un- 
derstand it? 

Mr,  Batliss.  Yes;  sir, 

Mr,  Garrett.  And  to  produce  machines  which  would  enable  stand- 
ardization and  the  doing  of  much  more  machine  work  than  was 
done  in  France, 

Mr.  Batuss.  Yes,  sir, 

Mr.  Garrett.  That  is  the  way  I  had  read  it. 

Mr,  Batuss.  Yes,  sir. 
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Mr.  Gabbett.  For  instance,  I  hare  read  that  in  the  manufacture 
of  these  particular  guns  and  carriages,  and  also  the  other  sized  guns, 
that  a  very  great  deal  was  dependent  upon  the  individual  workman 
in  France.  Really,  I  eot  the  impression  from  the  article  that  in 
many  instances  the  workman  depended  more  upon  his  eyes  than  he 
did  upon  tools.    Was  that  a  part  of  the  report! 

Mr.  Baylibs.  That  is  embodied  in  the  report. 

Mr.  Gabrett.  They  had  highly  expert  workmen  in  France  on  the 
manufacture  of  these  guns  is  the  impression  I  got  from  what  I  read, 
and  did  not  pay  much  attention  to  the  machines,  as  it  was  contem- 
plated they  ^ould  do  here! 

Mr.  Batuss.  No,  sir. 

Mr.  Garbktt.  Now,  our  processes  of  manufacture  were  really  much 
more  rapid;  that  is  to  say,  they  wouM  have  been  when  they  got  in 
full  operation ;  would  they  or  would  they  not,  do  you  sav  f  ' 

Mr.  Bayuss.  We  would  have  been  in  much  better  snape  to  fur- 
nish quantity  production  than  they  were  in  France. 

Mr.  Gabhett.  Were  you  present  yesterday  afternoon  when  I  asked 
Mr.  Vail  about  the  extent  to  which  work  had  advanced  upon  the  dif- 
ferent parts  on  the  original  order  at  the  time  of  the  signing  of  the 
armistice  i 

Mr.  Batuss.  Yes,  sir. 

Mr.  Gabbett.  Can  you  give  the  committee  any  information  about 
that — any  idea  about  that! 

Mr.  BAruas.  At  the  time  of  the  signing  of  the  armistice  one  car- 
riage was  completed,  ready  for  the  recuperator. 

Mr.  Gabbett.  Yes;  perhaps  I  did  not  make  myself  just  clear.  I 
am  not  referring  now  to  the  completed  carriage,  but  rather  to  the 
parts;  to  what  extent  they  had  advanced  in  the  manufacture  of  parts 
for  more  than  one  carria^;  whether  everything  was  devoted  just  to 
this  one  particular  carnage;  had  there  been  no  parts  of  others 
manufactured  1 

Mr.  Batuss.  No  ;  there  were  a  large  number  of  parts  for  the  other 
carriages  completed,  but  in  a  nummr  of  cases  parts  entering  into 
the  construction  of  the  first  carriage  were  the  only  ones  that  had 
reached  completion  in  their  particular  classes.  There  may  have  been 
a  large  number  in  process,  but  not  completed. 

Mr.  Garrbit.  Yes;  that  is  what  I  mean,  if  you  could  give  the 
committee  some  sort  of  an  idea  about  what  was  in  progress. 

Mr.  Batuss.  That  would  be  very  difficult  without  referring  to 
the  production  record  maintained  by  the  production  officers  at  that 
time.  They  had  a  record  on  which  it  was  shown  the  progress  and 
the  condition  of  the  various  subcontracts  and  of  work  in  the  shop 
each  week;  and  that  should  give  the  approximate  completion  of 
the  various  items  entering  into  the  construction  of  the  carriage  at 
that  time. 

Mr.  Gabbett.  Do  you  suppose  Mr.  Grafke  will  have  any  informa- 
tion on  that? 

Mr.  Batuss.  I  don't  think  he  would  have.  It  would  be  in  the 
records  of  the  Production  Division  at  Hammond. 

Mr.  Gabbett.  You  spoke  of  the  cost  of  the  transfer  of  that  ma- 
chinery and  material,  and  so  forth,  from  the  passenger  to  the  freight 
manufacturing  department  being  paid  by  the  Government.  Eto  you 
mean  it  was  paid  at  t^e  time! 
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Mr.  Batli89.  Shop  orders  were  issued  covering  the  work  of  trans- 
ferring the  passenger  cars  and  machinery,  and  vouchers  were  issued 
as  the  Standard  Steel  Car  Co.  asked  to  be  reimbursed. 

Mr.  Gabrett.  So  that  was  paid  before  this  claim  was  settled! 

Mr.  Bayliss.  The  actual  cost  of  transfer. 

Mr.  GAERrrr.  That  is  all. 

Mr.  Jefferis.  One  other  question  I  would  like  to  ask.  Mr.  Bayliss, 
you  spoke,  in  answer  to  questions  of  Mr.  Graham,  about  the  Water- 
town  Arsenal  selecting  materials  that  were  sent  to  that  place  from 
the  Standard  Steel  Car  Co.'s  plant.    When  was  that  done? 

Mr.  Bayuss.  That  was  done  during  the  spring  of  1919. 

Mr.  Jeiteris.  And  they  selected  largely  this  nickel  steel! 

Mr.  Batubs.  No  ;  Watertown  arsenal  had  a  large  amount  of  mate- 
rial left  for  the  carriages  which  they  did  not  completa  The  Ord- 
nance Department  prepared  a  schedule  of  spare  parts  and  replace- 
ments necessary  for  the  total  number  of  howitzer  carriages  com- 
pleted by  the  Standard  Steel  Car  Co.  and  at  Watertown  Arsenal. 
They  then  took  into  account  the  material  on  hand  at  Watertown, 
and  took  from  the  Standard  Steel  Car.  Co.  the  necessar  material  to 
complete  the  required  quota.  In  other  words,  the  Watertown  mate- 
rial, which  had  already  been  in  many  cases  completely  manufac- 
tured, was  taken  into  account  first  and  only  sufficient  taken  from  the 
Standard  Steel  Car  Co.  to  complete  the  amount  required  for  spare 
parts  and  replacements. 

Mr.  Jeffebis.  Well,  now,  could  you  give  us  anything  generally,  at 
least,  as  to  what  material  was  selected  here  and  taken  from  the 
Standard  Steel  Car  Co.  to  the  Watertown  Arsenal! 

Mr.  Batuss.  It  is  impossible  to  give  an  accurate  idea ;  there  are 
so  many  items. 

Mr.  Jefferis.  Do  you  know  anything  as  to  its  value  or  cost! 

Mr.  Bayliss,  I  do  not.  The  statement  was  made  yesterday  that 
up  to  that  time  that  this  claim  was  settled  63  carloads  of  material 
were  shipped,  and  tliere  still  remained  quite  a  lot  to  send  forward. 

Mr.  Jefferis.  But  you  don't  know  anything  as  to  the  cost  of  it,  or 
anything  of  that  kind ! 

Mr.  Bayliss.  No,  sir;  I  don't  know. 

Mr,  Jefferis.  Was  there  any  material  delivered  from  the  Water- 
town  Arsenal  to  the  Hammond  plant  of  the  Standard  Steel  Car  Co, 
to  help  it  complete  any  of  its  carriages! 

Mr.  Bayliss,  On  two  or  three  occasions  we  borrowed  material 
from  Watertown  to  complete  units  at  Hammond,  and  later  replaced 
it  when  our  material  was  received  from  the  manufacturers. 

Mr.  Jefferis.  That  is  all. 

Mr.  Graham.  That  is  all,  Mr.  Bayliss. 

FUETHER  TESTIMONT  BY  CHAKLES  R.  UIILEB— BecaUed, 

Mr.  Graham.  Now,  Mr.  Miller,  we  will  proceed  with  your  exami- 
nation which  we  had  yesterday.  One  of  tne  questions  I  asked  you 
to  look  up  and  tell  us  about  was  the  amount  of  the  present  taxable 
value  or  the  present  value  of  the  Standard  Steel  Car  Co.  plant. 
What  can  you  tell  us  about  that  this  morning! 
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Mr.  HnxEB,  We  telephoned  to  the  plant,  and  they  will  have  that 
by  the  time  you  get  out  there.  That  is  the  only  information  I  could 
not  eet  quickly. 
MT.  Gkahah.  Now,  what  are  you  getting — the  taxable  value? 
Mr.  Miller.  This  afternoon — if  you  are  going  this  afternoon — 
Mr.  Grafke  will  get  that  from  the  W)ks  and  give  you  that  by  the 
time  you  leave. 

Mr.  GsAHAM.  Well,  we  are  going  this  afternoon.  Now,  there 
were  some  inquiries  made  by  some  oUier  members  of  the  committee. 
Inasmuch  as  they  were  made  by  some  other  members,  I  will  ask 
them  to  proceed.    Mr.  Jefferis,  you  may  proceed. 

Mr.  JEtTERis.  Can  you  state,  Mr.  Miller,  and  if  you  can  tell  this 
committee  the  amount  of  work  that  had  been  done  hy  the  Standard 
Steel  Car  Co.  up  to  the  signing  of  the  armistice  on  this  informal 
contract  ? 

Mr.  MiUiER.  On  November  11,  for  direct  labor,  there  had  been 
expended  $462,955.30;  direct  labor  to  March  2,  $793,653.30;  direct 
material  to  November  11,  $3,880,415.82;  direct  material  to  March  2, 
$6,545,218.91;  special  purchases  to  November  11,  $30,272,720.30;  spe- 
cial purchases  to  March  2,  $3,718,120.59. 
Mr-  Jefferis,  What  do  you  mean  by  special  purchases? 
Mr.  Miller.  Special  purchases  is  the  construction  of  the  buildings 
and  what  we  call  fixed  machines — the  machines  in  the  buildings 
ready  for  the  factory  to  start  operation. 

Mr,  Jefferis.  Do  you  know  how  much  was  spent  for  factory  over 
head  up  to  November  11? 

Mr.  Miller,  I  can  get  those  figures.  I  did  not  cover  that,  because 
you  asked  for  the  material  and  labor;  but  Mr,  Grafke  can  get  that 
from  the  books  this  afternoon  very  readily. 

Mr.  Jefferis.  What  did  this  direct  labor  charge  up  to  November 
11  co%'er,  Mr.  Miller? 

Mr.  MiLLFJt.  Direct  labor  is  labor  used  in  the  production  of  the 
unit,  or  work  done  by  the  machines  on  the  unit.  There  was  some 
1,500  different  parts  in  the  carriage. 

Mr.  Jefferis.  Did  that  include  in  any  way  the  contniction  oi 
buildings,  or  anything? 
Mr.  Miller.  No.  sir. 

ilr.  Jefferis.  Do  you  know,  Mr.  Miller,  how  much  these  sub- 
contracts that  were  let  for  different  parts  totaled,  or  how  much  was 
paid  out  on  subcontracts,  by  this  Standard  Steel  Car  Co,  ? 

Mr.   Miller.  The  subcontracts  paid  out  $2,519,139.12.     I  might 
state  in  those  subcontracts  there  was  a  great  deal  of  material  used 
by  the  subcontractor  that  was  furnished  by  the  Standard  Steel  Car 
Co.;  it  was  practically  Government  material.     And  then  when  the 
subcontractor  put  his  labor  and  ove: 
contract  read,  it  is  taken  into  the  pi 
raw  material — as  material,  although 
Mr.  Jefferis.  So,  then,  under  the 
account  of  the  Government  with  the 
essarily  be  a  considerable  charge  for 
by  the  subcontractor? 
Mr.  Miujni.  Yes ;  in  our  contracts 
Mr.  Jefferis.  You  may  state  wh 
charge  or  tlie  award  which  allows  the 
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I  think  it  is,  in  there  as  a  carrying  charge ;  is  there  any  discrepancy  or 
difference  in  their  claim  as  filed  and  in  the  avFard  in  any  way? 

Mr.  M1L1.F.R.  The  only  item  I  can  find  in  the  revised  claim  that  is 
submitted  was  an  it«m  of  $96,910;  that  eeema  to  a  be  a  charee  of  in- 
terest for  a  pehod  of  10  months  at  6  per  cent,  based  on  uie  land 
value  and  the  plant  value  of  $99,000.  And  this  item  stated  we  had 
allowed  a  depreciation  on  the  plant  of  6  per  cent.  But  in  the  award 
I  notice  the  item  reads,  "  carrying  charge  during  the  period  of  non- 
production,  $99,000."  That  is  why  I  stated  yesterday  that  if  the 
contractor  was  penalized,  that  the  carrying  char^  was  a  legitimate 
item.  But  it  did  not  seem  to  read  the  same  as  this  item  here.  Why, 
I  do  not  know. 

Mr.  Jeffehis.  In  other  words,  it  appears  to  you,  does  it,  that  they 
changed  the  purposes  of  the  item  ? 

Mr.  Miu^R.  Wei],  the  reason  I  say  that  it  looks  as  though  it  had 
been  changed,  the  next  item  of  $261,000  in  the  award,  is  the  next 
item  that  appears  in  the  revised  claim. .  If  that  wording  was  changed 
for  a  purpose,  I  do  not  know,  but  it  did  not  read  the  same  on  the 
award  as  it  does  on  the  claim. 

Mr.  Jefperis.  How  do  they  get  this  valuation  at  a  million  dollars, 
etc.;  what  was  that? 

Mr.  Miller.  The  way  that  reads,  item  A,  schedule  1,  on  the  re- 
vised claim,  interest  in  full  on  money,  work,  and  facilities,  6  per 
cent.  $3,000;  granted  value  on  land.  66  acres,  at  $1,500:  granted  value 
of  plant,  exclusive  of  land,  a  total  of  $1,099,000,  and  that  makes  a 
total  of  $98,910  on  the  claim. 

Mr.  Jeff&ris.  Then,  as  you  gather  from  that,  they  value  the  plant 
at  $1,099,000 ;  is  that  it? 

Mr.  MiixER.  Plant  and  land ;  yes,  sir.  We  have  paid  depreciation, 
■of  course. 

Mr.  Jefferis,  Well,  if  you  have  paid  depreciation,  would  an  in- 
terest charge  be  proper? 

Mr.  Miller.  Not  in  my  estimation;  no,  sir. 

Mr.  Jefferis.  So  the  |99,000  in  the  award,  so  far  as  you  can  see,  is 
not  a  proper  charge,  in  any  event! 

Mr.  Miller.  It  is  not  a  proper  charge  the  way  it  is  brought  out  in 
the  revised  claim.  If  this  wording  that  they  have  in  their  award  of 
^99,000  carrying  charge  during  the  period  of  nonproduction  is  sub- 
ject to  an  audit,  there  might  be  part  or  all  of  that  amount  that  could 
be  allowed  under  that  caption :  if  it  is  there,  I  think  it  can  be  audited. 

Mr.  Jefferis.  I  think  Mr,  Barrett  asked  you  some  question.  That 
is  all  I  care  to  ask. 

Mr,  Garrett.  Yes.  The  last  question  tliat  T  asked  and  to  which 
you  reserved  answer,  with  the  permission  of  the  committee,  was  to 
analyze  all  the  items  of  the  claim  and  point  out  those  that,  in  your 
opinion  as  cost  accountant  and  based  upon  your  knowledge  of  the 
conditions  existing  at  tlie  plant,  were  improper.  Are  you  prepared 
now  to  answer  that? 

Mr.  Miller.  I  think  so.  The  first  item  of  $99,000  I  have  covered. 
It  depends  upon  the  wording  and  an  audit  whether  it  was  carrying 
oharges,  and  whether  it  was  proper  on  this  revised  claim  and'this 
interest 

The  next  item,  B,  on  the  award,  unabsorbed  administrative  ex- 
pense ;  I  would  Bay  in  regard  to  that 
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Mr.  Jefferis  (interposing).  How  much  is  that? 

Mr.  MiLLEB.  $261^51.45 ;  we  have  absorbed  the  administrative  ex- 
pense, $109.5S3.73.  That  is  not  unabsorbed  administrative;  it  is  our 
proportion  of  administrative  expense.  This  item  is  an  additional 
item  of  $261,251.45,  as  unabsorbed  administrative  expense.  In  my 
estimation,  that  amount  should  not  be  allowed. 

The  next  item,  C,  is  10  per  cent  profit  on  worked  material,  labor, 
&iid  overhead. 

Mr.  Gabrett,  How  much  I 

Mr.  Miu£R.  The  award  reads  $656^94.05.  I  might  say  in  regard 
to  that  item  C  that  since  we  have  paid  $800,000  on  the  basis  of  the 
cost  of  the  carriage  being  $40,000.  10  per  cent  of  the  $40,000.  or 
$4,000  on  each  carriage,  $800,000,  that  this  item  C  is  excessive.  Mr. 
Blakey  and  Mr.  Graike  went  over  the  matter  very  carefully,  and  we 
can  not  see  why  more  than  $200,000  should  be  allowed.  The  carriages 
estimated  at  costing  some  $31,000  is  a  high  estimate.  That  leaves  a 
difference  of  over  $466,000  we  think  is  excessive  in  that  item. 

Item  D,  unabsorbed  cast  of  preparation  of  plant,  $60,000;  that  is 
a  round  figure.  There  would  have  to  be  an  audit  to  find  out  whether 
that  money  was  really  spent. 

Item  E,  additional  cost  of  passenger-car  work  done  in  freight  shop, 
$467,184.51.  That  is  all  subject  to  audit,  whether  the  cost  of  that 
additional  amount  of  work  was  done.  It  has  not  been  audited.  It 
mi^ht  be  an  approximate  figure  to  make  up  the  three  million,  or  it 
might  be  correct;  we  can  not  tell  a  thinj;  about  that  unless  we  go 
over  the  figures. 

Mr.  Garrett.  Mr.  Miller,  do  you  understand  that  to  mean  that  it 
<-ost  this  company  that  much  more — that  they  claim  it  cost  them  that 
much  more  to  do  the  work  in  the  freight  shop  than  it  would  have  cost 
them  to  hare  done  it  in  the  passenger  shopf 

Mr.  Miller.  Probably;  yes.  Their  clannis  probably  based  on  the 
fact  that  they  had  to  move  out  of  the  ordnance  part  of  the  place  and 
move  over  into  the  other  place.  Now,  what  their  real  damage  was  is 
a  problematical  figure.  It  all  has  to  be  figured  out.  And  then,  if 
there  is  to  be  allowed  any  part  of  that,  it  may  be  that  is  another 
matter. 

Mr.  Garrett.  I  direct  your  attention  to  the  fact  that  it  has  just 
been  testified  by  Maj,  Bayliss  that,  at  the  time  of  the  removal  the 
Government  paid  the  expense  of  moving.  Do  you  know  whether  that 
is  correct  or  not  ? 

Mr.  Miller.  I  don't  know  as  to  that  item.  That  slipped  me  yes- 
terday— whether  they  paid  for  the  removal  of  the  machinery  from 
one  side  to  the  other,  do  you  mean? 

Mr.  Garrett.  Maj.  Bayliss  testified  a  few  moments  ago  that  when 
they  moved  this  stuflf  out  of  the  passenger  shop  to  the  freight  shop 
the  Government  paid  for  that  at  the  time. 

Mr.  Miller.  I  understand,  but  that  would  probably  not  be  in  this 
item.  This  is  the  loss  they  say  they  probably  sustained  moving  into 
smaller  quarters;  if  they  had  more  room  they  would  have  done  more 
business. 

Mr.  Garrett.  That  is  what  I  am  trying  to  get  at;  what  this  item 
means. 
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Mr.  MiiixR.  I  might  say  the  ori^nal  claim  on  that  additional 
cost  of  the  passeneer-car  work  was  less  than  this  fisure  in  the  award 
claim,  as  Mr.  Blaikey  had  stated.    You  know  all  about  that. 

Mr.  Geahah.  No;  we  do  not;  we  knew  that  in  a  genera]  way,  but 
I  thinkyou  had  better  go  into  that,  Mr.  Garrett. 

Mr.  Gakhett.  What  was  the  original  claim  i 

Mr.  MnxEB.  The  original  amount  claimed  by  the  Standard  Steel 
.Car  Co.  was  $256,766.53. 

Mr.  Gabrett.  So  that  the  award  is  more  than  $200,000  in  excess 
of  the  original  claim  f 

Mr.  MiMJSB.  Yes,  sir. 

Mr.  Gabkett,  Do  you  have  the  original  claim  before  you  there* 

Mr.  MiLLEK.  I  have ;  yes,  sir. 

Mr.  Gabrett,  Do  you  find  any  item  in  that  original  claim  under 
any  heading  that  might  approximate  that  $200,000  excess  that  could 
have  been  lumped  in  with  this  under  anv  sort  of  figures? 

Mr.  Miller.  Well,  there  are  items  disallowed  in  the  old  claim — the 
old  part  of  the  claim. 

Mr.  Garrett.  Well,  the  next  item  is  F,  expense  of  transferring 
car  machinery  to  freight  shop. 

Mr.'MiLLEB.  If  the  Government  hag  absorbed  the  expense  of  trans- 
ferring all  the  machinery  from  the  Government  side  to  the  freight 
side,  I  can't  see  why  the  $17,140.77  was  allowed,  unless  it  was  items 
they  discovered  afterwards  and  that  they  had  absorbed,  and  made 
errors  in  their  bookkeeping. 

Mr.  Gabrett.  And  you  have  no  information  as  to  whether  that 
is  a  fact  i 

Mr.  Miller.  Not  unless  they  are  audited,  which  is  the  sore  point 
of  the  whole  thing;  if  we  had  an-audit  we  could  tell  you  the  figures. 

Mr.  Garrett.  Now,  the  next  item,  unabsorbed  operating  losses 
to  June  30,  1919,  on  hotel  dormitory  and  dormitory  dining  room, 
$40,926.99.  I  believe  you  stated  yesterday  that  you  suggested  the 
equity  of  dividing  those  losses  between  the  Standard  Steel  Car  Co, 
and  the  Government,  is  that  correct? 

Mr.  Miller.  Just  for  the  hotel,  not  for  the  dormitory.  The  dor- 
mitory is  a  club  inside  the  works,  and  the  hotel  is  a  half  mile  from 
the  plant.  The  reason  I  gave  that  opinion  that  50  per  cent  should 
be  stood  by  the  Government  on  the  hotel  is  the  fact  that  some  of  the 
Government  men  lived  at  the  hotel  and  some  of  the  Standard  Steel 
Car  Co.  men,  while  at  the  dormitory  nobody  lived  except  the  offi- 
cers of  the  Standard  Steel  Car  Co.,  and  I  believe  Mr.  Vail,  or  som« 
of  those  people;  I  do  not  know  tlie  fact. 

Mr,  Gabrett.  By  the  way,  how  does  that  amount  awarded  there 
compare  with  the  original  claim? 

Mr.  Miller.  The  original  claim  reads,  "  Operating  losses  to  June 
30, 1919,  on  hotel  dormitory  and  dormitory  dining  room,  $48,41^.33  "; 
marked  disallowed  on  the  revised  claim,  but  taken  up  on  the  award 
of  $40,926.99.    How  those  figures  were  arrived  at  I  do  not  know. 

Mr,  Garrett.  What  have  you  to  say  about  the  next  item!  Diflfer- 
ence  in  cost 

Mr.  Miller  (interpoang).  Difference  in  cost  and  present  value  of 
hotel  roadways,  garage,  etc.,  less  amortization  at  20  per  cent,  $220,- 
556.34.  Whether  the  Standard  Steel  Car  Co,  was  penalized  more 
than  the  half  of  the  operating  loss  on  that  hotel  is  a  matter  I  would 
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not  know  anything  about.  I  do  not  know  anything  of  the  value  of 
the  building  now  compared  with  the  value  of  the  building  when  they 
built  it  or  their  future  use  for  that  hotel. 

Mr.  GAHaETT.  Well,  this  does  not  seem  to  apply  to  the  hotel  itself; 
it  may  be  that  there  should  be  a  comma  after  the  word  **  hotel.'' 

Mr.  Miller.  There  should  be. 

Mr,  Garhett.  So  that  does  apply  to  the  hotel,  roadways,  etc. ! 

Mr.  MnxEK.  The  roadways  could  not  connect  with  the  hotel  only ; 
they  are  all  over  the  place.    The  hotel  is  a  half  mile  from  the  plant. 

Mr.  GARBerr.  Mr.  Miller,  just  what  do  you  mean  by  the  word 
"  penalized"? 

Mr.  MiLLEH.  Well,  if  the  Standard  Steel  Car  Co.  built  this  hotel 
for  the  benefit  of  the  Government  contract  it  is  no  more  than  natural 
that  the  Government  should  stand  a  part  of  the  operating  losses;  it  is 
a  welfare  proposition.  But  I  do  not  see  how  that  can  affect  very 
materiallv  the  value  of  that  hotel  as  it  will  be  to  the  Standard  Steel 
Car  Co.  TTOm  now  on.  There  might  be  a  small  amortized  cost;  they 
put  up  the  building,  but  it  must  be  borne  in  mind  that  we  have  stood 
half  of  the  operating  losses  on  the  hotel,  because  the  Government  got 
the  benefit  of  it 

Mr.  GARBETr.  Do  you  have  the  figures  on  the  cost  of  that  hotel  now, 
Mr.  MiUer* 

Mr.  MnxER.  I  can  obtain  them  this  afternoon,  exactly  what  that 
cost. 

Mr.  Graham.  You  said  to  Mr.  Garrett  that  we  had  already  borne 
half  of  the  loss  on  the  maintenance  of  that  hotel.  Where  has  that 
happened  t 

Mr.  MtLLER.  That  is  in  this  $40,000.  It  is  not  in  the  payments,  but 
that  is  what  I  suggested,  and  when  Col.  Hughes  took  it  up  with  me 
to  stand  a  half  of  the  operating  losses  as  a  welfare  item.  That  is  in 
this  money,  $40,000.    But  the  rest  of  that  matter  I  am  not  sure  about. 

Mr.  Garrett.  Let  me  see  if  I  can  get  that  clear.  There  was  a  claim 
.there  for  $40,000:  that  was  in  the  claim? 

Mr.  Miller.  Yes,  sir. 

Mr.  Garrett.  That  was  just  half,  or  the  total? 

Mr.  Miller.  I  cant  tell  from  these  figures. 

Mr.  Gabbetpt.  What  I  want  to  know  is  whether  this  $40,926.99  is 
considered  half  or  more  than  half? 

Mr.  Mnxu.  We  will  have  to  get  the  working  figures  to  see  how  that 
schedules  up  before  we  can  tell. 

Mr.  Garrett.  Well,  the  next  item  is  returning  the  plant  to  prewar 
conditions. 

Mr.  Miller.  Returning  the  plant  to  prewar  conditions,  item  1  is 
covered  in  the  coritraet,  but  whether  it  is  $90,000,  or  more  or  less,  we 
do  not  know  until  we  go  into  the  whole  thing.  It  is  very  often  esti- 
mated and  agreed  with  the  contractor  that  he  will  take  the  responsi- 
bility of  returning  the  plant  to  a  prewar  condition  for  a  round  figure. 
It  is  pretty  hard  to  estimate  just  how  much  it  will  cost  them.  A 
good  many  claims  are  settled  on  the  basis  of  what  he  thinks  it  will 
cost  from  asking  contractors  who  do  that  kind  of  work  to  matce  a 
bid  on  it-     But  it  is  a  legitimate  item  of  the  contract. 

Mr.  Garhett.  Well,  the  next  is  item  J,  plant  occupancy  since  sus- 
pension, $100,000. 
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Mr.  MiLUR.  The  revised  claim  on  that  item  reads  "  10  per  cent 
profit  on  jigs,  tooh,  aod  fixtures  and  special  machines  properly 
chargeable  to  overhead  expense  and  estimated  as  costing  $500,000; 
10  per  cent  of  $500,000,  $50,000.  Compensation  for  preparation 
plant  (nE^otiated),  a  settlement  of  composed  claim  of  $385,600,"  and 
a  round  figure  of  $50,000 ;  a  total  of  $100,000.  The  wording  of  the 
award  seems  a  little  different  from  the  wording  on  tiie  revisea  claito. 
The  wording  on  the  revised  claim  distinctiv  states  profit  on  the  first 
$50,000. 

Mr.  Garrett.  And  the  next,  item  K,  sums  expended,  on  the  next 
page,  $65,760.32? 

Mr.  Miller.  Item  K  in  the  Standard  Steel  Car  Co.  shows  that  they 
have  spent  $65,760.32  of  their  own  money  for  items  that  are  not  under 
certain  captions  in  the  allotment.  In  my  estimation  they  should  be 
reimbursed  for  that. 

Mr.  Garrett.  Well,  now,  there  was  an  it«m  up  there  of  commit, 
ment  for  material  or  services,  $121,585.57.  That  is  tlie  best  we  can 
get  at  it  from  our  testimony,  is  Standard  Electric. 

Mr.  Miller.  That  Standard  Electric  is  listed  $121,585.57.  The 
revised  claim  distinctly  states.  Standard  Electric,  same  is  not  allowed, 
previously. 

Mr.  Garreit.  Any  comment  to  make  on  that  item? 

Mr.  Miller.  I  have  not;  no,  sir. 

Mr.  Garrett.  You  don't  know  anything  about  that  item  ? 

Mr.  Miller.  I  know  about  the  item  in  this  way,  that  when  the 
Standard  Electric  Co.  were  doing  work  that  the  inveistigation  by  the 
military  intelligence  was  on,  we  refused  to  pay  this  $121,585.57.  We 
did  pay  them  quite  a  little  money,  so  the  Standard  Steel  Car  Co.  put 
it  in  the  claim. 

Mr.  Garrett.  A  little  while  ago,  in  answer  to  questions  by  Mr. 
Jefferis,  you  gave  the  amount  expended  on  direct  materia),  special 
purchases,  and  so  forth,  up  to  March  1 — up  to  November  11,  and 
then  up  to  March  2.  Now,  figures  given  as  of  March  2  included 
figures  up  to  March  3 ! 

Mr.  Miller.  Cumulative. 

Mr.  Garreit.  Cumulative.  Then  you  gave  an  item  of  something 
over  $2,000,000  that  had  been  paid  the  subcontractors.  To  what  date 
was  that! 

Mr.  Miller.  That  is  what — I  stated  a  few  minutes  ago  that  that 
can  be  ascertained  at  the  plant  bv  Mr.  Ornfke. 

■  Mr.  Garrett.  Some  of  that  $2,000,000  was  made  probably  after 
March,  tlie  date  of  your  figures  there;  $2,000,000  and  more — I  have 
forgotten  the  exact  amount — is  that  included  in  your  figures  given 
up  to  the  March  dates,  or  do  vou  know  about  that? 

Mr.  MiixER.  Thnt  two  million— $2,519,139.12  is  included  in  thfr 
seven-odd  million  dollars  of  direct  materials. 

Mr.  Garrettt.  As  of  date  March 

Mr.  MiLLRR.  That  is  to  date. 

Mr.  Garrett.  Oh,  to  date? 

Mr.  Miller.  Yes,  sir.    Part  of  the  $17,000,000  total  expenditures. 

Mr.  Garrett.  That  is  nil. 

Mr.  Graham.  Is  that  all? 
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Mr.  Jepperis.  One  other  question.  In  the  operation  of  this  hotel, 
Mr.  Miller,  ^ou  spoke  of  Government  otScials  livinK  or  staying  at 
the  hotel — did  they  pay  for  their  accommodationB  there  f 

Mr.  Miliar.  Yes,  sir.  Mr.  BlaJkey  lived  there,  and  quite  a  few 
(Government  men,  quite  a  few  Standard  Steel  Car  men.  They  paid 
their  regular  rate.  They  thought  they  could  support  the  hotel,  but, 
ab  in  propositions  of  that  kind,  we  have  found  it  is  more  or  less  of  a 
welfare:  there  will  be  a  loss  in  operation. 

Mr.  Jefferis.  Well,  was  this  hotel  open  to  the  public  alsot 

Mr.  Miller.  Yes,  sir. 

Mr.  jEFFEfiis.  And  the  Standard  Steel  Co.,  as  a  matter  of  fact — 
the  Standard  Steel  Car  Co. — accommodated  the  public  gen- 
erally, as  well  as  Govenunent  officials,  or  employees  working  on 
the  lobs? 

Mr.  MiufR.  Yes,  sir;  but  there  were  venr  few  of  the  public  that 
was  really  put  up,  because  there  was  no  hotel  worth  living  at  in 
Hammond. 

Mr.  Graham.  What  sized  town  is  Hammond? 

Mr.  Miller.  I  don't  know  how  big  it  is. 

Mr.  Jefferis.  How  is  that? 

Mr.  Miller.  I  don't  know  how  big  it  ia  It  is  quite  a  big  manu- 
facturing town. 

Mr.  Jefferis.  Well,  did  the  Standard  Steel  Car  Co.  fix  the  rates 
for  hotel  accommodations? 

Mr.  Miller.  Yes;  their  manager  did — they  had  a  manager. 

Mr.  Jefferis.  And  the  Standard  St«el  Car  Co.'s  officers  and  the 
Government  employees  largely  constituted  Ibe  people  that  stopped 
tbeiel 

Mr.  Miller.  I  donH  think  any  of  the  officers  lived  there.  I  think 
that,  say,  from  the  auditor  down.  I  don't  think  Mr.  Jenks  lived  at 
the  hotel. 

Mr.  Jeffbus.  Well,  foreman  of  the  Standard  Steel  Co.  ? 

Mr.  MiLizR.  Yes,  sir;  foreman.  Anybody  in  the  Standard  Steel 
that  wanted  to  live  there,  save  running  back  to  Chicaf^  overnight. 

Mr.  Jefferis.  How  was  that  conducteid,  on  the  American  or  Euro- 
pean plan  t 

Mr.  MnjJiB.  American  plan,  I  believe;  I  am  not  certain  about 
that. 

Mr.  Grafke.  European. 

Mr.  MnXEB.  Mr.  Grafke  says  European.    I  thought  it  was  Ameri- 

Mr.  Jefferis.  And  there  was  a  cafeteria  there,  was  there? 
Mr.  MnxEB.  Dining  room. 
Mr.  Jefferis.  Or  cafe? 
Mr.  MiLL^.  Dining  room. 
Mr.  Jefferis.  That  is  all. 

Mr.  Graham.  That  is  all.  Mr.  Orafke,  I  believe  we  will  examine 
you  now. 

TESTXMONT  OF  MB.  A.  E.  QBAFEE. 

(Witness  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Give  your  name  to  the  reporter,  Mr.  Grafke. 

Mr.  Grafke.  A.  E.  Grafke. 
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Mr.  Graiiah.  What  U  your  business,  Mr.  Grafke! 

Mr.  Gbafke.  Accountant  in  charge,  United  States  accountant  in 
charge  cost- accounting  branch, 

Mr.  Graham.  At  the  Standard  Steel  Car  Co.  plant? 

Mr.  Grafke.  Yes,  sir;  at  the  Standard  Steel  Car  Co.  plant. 

Mr.  Gbaham.  How  long  have  you  heen  there? 

Mr.  Grafke.  Since  1918. 

Mr.  Graham.  And  are  you  still  employed  there? 

Mr.  Grafke.  I  am  still'employed  there. 

Mr.  Graham.  What  are  your  duties  there? 

Mr.  Gbafke.  I  have  charge  of  the  office,  Government  accountants. 

Mr.  Graham.  You  say  June,  1918,  you  went  there? 

Mr.  Grafke.  June,  1918 ;  yes,  sir. 

Mr.  Graham.  When  you  went  in,  what  was  the  state  of  the  work 
there  in  the  plant?    How  far  along  had  they  got? 

Mr.  Grafke.  Well,  they  had  not  got  very  far  in  the  production  that 
I  could  see.  They  were  getting  things  in  shape  for  production,  mak- 
ing tools  and  that  stuff,  to  manufacture  the  article. 

Mr.  Graham.  Mr.  (irafke,  has  the  Standard  Steel  Car  Co.  kept 
you  furnished  from  time  to  time  with  the  information  that  you 
needed  in  the  pn^ress  if  this  work? 

Mr.  Ghafke.  No,  sir. 

Mr.  Graham.  What  has  been  the  trouble  in  a  general  way? 

Mr.  Grafke,  Well,  they  have  never  furnished  us  with  the  infor- 
mation in  reference  to  production  that  we  asked  for,  and  we  had  a 
hard  time  in  getting  the  component  cost  and  setting  up  their  record 
so  that  we  could  give  the  Government  a  component  cost,  and  finally 
along  in  Septemlwr,  along  there,  they  set  up  their  labor  by  compo- 
nent parts. 

Mr.  Graham.  Explain  to  us  what  that  means.  We  are  not  ac- 
countants and  do  not  understand  the  situation. 

Mr,  Grafke,  Well,  there  is  so  many  component  parte  go  into  a 
certain  article  that  they  are  going  to  make. 

Mr.  Graham.  You  mean  labor  and  material  ? 

Mr.  Grafke.  No  ;  it  would  be  component  parts  like 

Mr.  Graham.  I  see.    The  cost  of  the  various 

Mr.  Grafke  (continuing).  Of  the  various  different  parts  that  go  to 
make  up  this  article.  This  is  a  component  part,  and  this  here  [in- 
dicating]. 

Mr.  Graham.  Without  dividing  the  cost  into  labor,  or  overhead, 
or  material,  but  they  simply  say  such  and  such  a  plate  costs  so  much? 

Mr.  Grafke.  Yes,  sir. 

Mr.  Graham.  Such  and  such  a  set  of  bolts  cost  so  much,  and  so  on? 

Mr.  Grafke.  Yes,  sir. 

Mr.  GflAHAM.  Now,  was  that  all  you  could  get? 

Mr.  Gbafke.  Well,  they  finally — that  was  all  we  could  get  at  that 
time,  in  June,  Finally  they  set  up  the  labor  so  that  we  could  get 
the  cost  by  component  parts. 

Mr,  Graham.  Were  you  ever  able  to  get  the  cost  in  detail ;  that  is, 
what  the  labor  cost  and  what  the  material  cost? 

Mr.  Grafke.  Yes. 

Mr.  Graham.  And  so  on,  to  make  this  gun  carriage. 
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Mr.  G&AFKE.  Yes,  sir;  that  gun,  and  the  component  cost  of  that 
fun  carriage,  direct  labor,  overhead,  material,  and  the  administra- 
tive. 

Mr.  Gbahah.  Was  that  enough  for  jour  purposes* 

Mr.  Grafkb.  Yes,  sir. 

Mr.  GtuHAH.  To  ffive  the  Govenunent  Uie  information  it  needed 
to  figure  a  cost  sheet? 

Mr.  Grafke.  Yes;  if  the;  give  us — when  production — if  they  had 

f'tven  us  an  inventory  at  the  time  that  production  ceased  of  the 
tate  that  that  work  was  in  at  the  time  work  stopped. 

Mr.  Gbaham.  Did  they  do  that? 

Mr,  Grafke.  No;  they  didnt  do  that. 

Mr.  Graham.  Well,  did  you  ask  for  itt 

Mr.  Grafke.  We  have  asked  for  it,  yes ;  and  that  is  what  I  gave 
you  a  few  moments  ago  to  get  for  me. 

Mr.  Graham.  They  never  have  furnished  you  that! 

Mr.  Grafke.  Thev  never  have  furnished  that  j  no,  sir. 

Mr.  Graham.  Well,  do  you  know  why  they  didn't  furnish  it  J 

Mr.  Grafke.  No;  I  haven't  any  idea. 

Mr.  Graham.  Did  they  tell  you? 

Mr.  Grafke.  They  told  me;  told  Mr.  Blakey  and  myself  that  they 
didn't  have  it,  couldn't  get  it.  They  have  always  had  some  excuae. 
They  have  referred  us  to  one  man,  and  then  they  would  refer  ua  to 
another  man  to  give  it  to  us,  and  the  result  has  oeen  that  we  never 
got  it. 

Mr.  Graham.  Well,  did  you  have  the  same  kind  of  trouble  in  try- 
ing to  get  your  cost  during  the  year  1918  that  you  have  detailed  about 

Mr.  Grafke.  Yes;  we  had  difficulty  in  getting  them  to  set  up  their 
labor  by  component  costs,  and  finally  Manager  Nicholson  come  out 
there  and  impressed  upon  them  that  it  was  absolutely  necessary  to 
have  it  by  components,  although  we  ought  to  have  it  by  operation, 
and  finally  they  agreed  to  give  it  to  us,  and  I  forget  what  day  that 
was,  either  August — it  may  have  been  July,  I  don  t  remember — and 
they  set  up  their  labor  by  costs,  by  compiment  parts. 

Mr.  (ihaham.  Was  that  after  the  price  fixed  by — after  the  profit 
of  $4,000  had  been  agreed  upon  ? 

Mr.  Grafke.  That  was  before. 

Mr.  Graham.  Did  you  get  the  information  so  that  you  were  able 
to  furnish  it  to  Col.  Hughes  and  Mr.  Russell  before  the  time  that  the 
$4,000  and  cost  profit  was  fixed? 

Mr.  Grafke.  I  don't  know  as  thev  ever  asked  us  for  it.  It  was 
estimated  by  Mr.  Church  and  Vailj  f  believe,  and  the  Government — 
and  the  Standard  Steel  Car  Co. 

Mr.  Graham.  They  estimated  how  much  that  should  be! 

Mr.  Grafke.  Yes,  sir. 

Mr.  Graham.  Did  you  ever,  Mr.  Grafke,  any  place  along  the  road, 
make  an  estimate  of  how  much  the  cost  of  production  of  that  gun 
carriage  was? 

Mr.  Grafke,  You  mean  now? 

Mr.  Graham.  Yes.  How  much  it  cost  them  during  1918,  or  in  the 
early  part  of  1918. 

ifr.  Grafke.  No,  sir. 
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Mr.  Graham.  Do  you  know  from  any  source  what  it  oosfc  to  pro- 
duce  that  gun  carriage  at  the  Wat«rtown  Arsenal  t 

Mr.  Ghapke.  No  ;  only  by  hearsay. 

Mr.  Graham.  What  sort  of  hearsay  I    Where  did  you  get  your 
information  ? 

Mr,  Grafse.  Well,  I  heard  it  discussed  at  the  plant. 

Mr.  Ghahah.  The  Watertown  Arsenal  plant! 

Mr.  Grafke.  No;  at  the  Standard  Steel  Car  Co.  plant. 

Mr.  Graham.  Did  you  ever  discuss  it  with  any  of  the  officials  of 
the  company ! 

Mr.  Grafke.  No,  sir. 

Mr.  Graham.  What,  in  a  general  way,  do  you  understand  the  cost 
to  be  at  Watertown  t 

Mr.  Grafbe.  Well,  around  60,000, 1  have  heard. 

Mr.  Graham.  You  are  not  sure  about  thatt 

Mr.  Grafke.  No,  sir. 

Mr.  Graham.  We  are  informed  in  a  general  way  it  was  in  the 
neighborhood  of  29,000. 

Mr.  Grafke.  At  Watertown ! 

Mr.  Graham.  Yes. 

Mr.  Graham.  I  never  heard  that.  I  figured  up  here  what  the  jC^un 
carriage  was  at  the  Standard  Steel  Car  Co. 

Mr.  Graham.  What  do  you  figure  it  cost  here  to  build  it! 

Mr.  Grafke.  The  200  carriages! 

Mr.  Graham.  Yes. 

Mr.  Grafke.  Between  thirty  and  thirty-five  thousand,  probably 
a  little  lesB. 

Mr.  Graham.  How  did  you  figure  that,  Mr.  Grafke!  Have  you 
got  a  cost  sheet  you  could  let  us  have! 

Mr.  Grafke.  Yes.  I  have  got  it  here.  I  have  got  the  total  ex- 
penditures here. 

Mr.  Graham.  Yea.  You  can  read  them  into  the  record  if  yoa 
care  to. 

Mr.  Grafke.  Well,  the  direct  material 

Mr.  Graham,  I  tell  you  what  you  might  do;  if  you  have  got  it 
there,  read  it  to  the  committee  and  the  reporter  can  just  insert  it  in 
his  record.    It  is  an  itemized  account. 

Mr.  Jeffebis.  You  want  this  taken  down ! 

Mr.  Graham.  Yes. 

Mr.  Jefferib.  You  want  what  he  says  taken  down  ! 

Mr.  Graham.  Yes. 

Mr.  Grafke.  This  is  an  estimate,  of  course,  and  it  will  have  to  be 
substantiated  by  an  audit,  providing  we  get  those  production  sheets 
from  the  Standard. 

Mr.  Graham.  You  can  not  find  out  what  that  cost  is  until  you  get 
those  production  sheets! 

Mr.  Grafke.  No  ;  there  is  no  chance.  We  will  have  to  have  those 
production  sheets  and  a  complete  inventory  of  everything  out  at 
that  plant  in  order  to  give  you  a  coat  of  the  200  carriages.  There  is 
no  way  that  you  can  do  it. 

Mr,  Graham,  Will  you  give  us  your  estimate  as  nearly  as  you 
e  it  there. 

r.  Grafke.  Yes,  sir.    Now,  that  work  that  was  done  at  the 
ontractor's  plant,  I  figure  75  per  cent  went  into  the  200  carriages, 
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amounting  to  $1,869,S54.34.  I  figure  26  per  cent  of  the  direct  ma- 
terial went  into  the  200  carriages,  amounting  to  $1^16,665.29.  I 
figure  the  direct  labor  that  the  75  per  cent  of  the  total  expenditures 
went  into  the  200  carriages,  amounting  to  $839,526.87.  The  factory 
overhead,  75  per  cent,  $1,732,054.95,  and  the  administrative  and  gen- 
eral, I  figure,  $578,430.48.  Amounting  to  a  total  of  $6,355,031.93. 
Dividing  that  by  200  makes  the  cost  per  carriage  $31,775.16.  . 

Mr.  (^UHAH.  You  are  fairly  well  satisfied,  are  you,  Mr.  Grafke, 
that  that  estimate  is  .within  reason  and  pretty  close  to  the  factsl 

Mr.  Grafke.  That  will  be  pretty  close.  It  will  be  around  $80,000. 
Of  course,  that  is  estimated,  you  know. 

Mr.  Garkett.  I  would  like  to  ask,  Does  that  include  the  $4,000 
profit  on  each  onef 

Mr.  Ghafke.  No,  sir;  that  is  exclusive. 

Mr.  Gabrett,  Exclusive! 

Mr.  Grafee.  When  they  made  that  $4,000 — ^when  they  agreed  to 
give  that  $4,000  profit 

Mr.  Graham.  A  little  louder,  please. 

Mr.  Grafke.  Why,  the  Standard  Steel  Car  Co.  figured  that  those 
carriages  would  cost  over  $50,000,  and  the  Government  engineers 
estimated  that  it  would  be  around  $85,000;  so  they  compromised  on 
$4,000. 

Mr.  Graham.  In  order  to  verify  those  figures,  better  let  the  re- 
porter have  that  sheet. 

Nowj  Mr.  Grafke,  do  you  know  about  this  Lyndora  Hotel  that 
was  built  out  at  Hammond  there? 

Mr,  Grafke.  Yes,  sir. 

Mr.  Graham.  That  was  outside  of  the  grounds  of  the  Standard 
Steel  Car  Co.,  was  it  t 

Mr.  Grafke.  Yes,  sir. 

Mr,  Graham.  How  far  from  their  place! 

Mr,  Grafke.  About  600  feet,  I  guess. 

Mr.  Grauah.  Is  this  plant  in  the  town  itself,  or  does  it  tie  outside 
of  the  town  i 

Mr.  Grafke.  Why,  probably  2  miles  from  the  heart  of  the  city, 

Mr.  Graham.  But  in  a  populous  district,  is  it? 

Mr.  Grafke.  Well,  yes;  there  is  quite  a  few  residents  in  that  sec- 
tion. Of  course,  the  United  States  Housing  Co.  put  up  over  200 
houses  there. 

Mr.  Graham.  But  they  built  this  hotel  clear  outside  of  their 
grounds  ? 

Mr.  Grafke.  Yes;  outside  of  their  grounds. 

Mr,  Graham,  Now,  if  the  dormitory  or  clubhouse  is  in  the 
g^unds — isn't  it? 

Mr.  Grafke.  Yes;  right  in  the  offices,  right  connected  with  the 
general  office. 

Mr.  Graham.  And  is  an  institution  that  they  can  use  right  along^ 
of  course? 

Mr.  Grafke.  Yes,  sir;  it  is  attached  to  the  offices,  to  the  general 
offices. 

Mr.  Graham.  Now,  let  me  ask  you:  Some  of  the  officers  of  the 
Standard  Steel  Car  Co.  lived  at  that  club,  didn't  they? 

Mr.  Grafke.  Yes,  sir. 
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Mr,  Graham.  Mr.  Vail  and  Mr.  Church  and  others  lived  there  T 

Mr.  Ghafke.  Yes;  and  Maj.  Bayliss. 

Mr.  Graham.  And  Maj.  Bayliss;  they  were  there  during  the  life 
of  the  entire  contract,  weren't  they  ( 

Mr.  Gbafkb.  Yes,  sir. 

Mr.  Gbaham.  Well,  did  they  pay  anything  at  the  chib  ? 

Mr.  Geafke.  Not  that  I  know  of. 

Mr.  Graham.  Wasn't  it  your  understanding  that  those  gentlemen 
of  the  Standard  Steel  Car  Co.  stayed  there  free.of  expense? 

Mr.  Grafke.  That  was  my  understanding;  yes. 

Mr.  Jbkfbris.  You  mean  officers  of  the  Standard  Steel  Car  Co.? 

Mr.  Graham.  Yes,  and  some  of  the  Government  officials.  Mr. 
Vail  and  Church,  of  course,  were  Government  officials. 

Mr.  Gbafee.  They  were  Government  officials;  yes,  sir. 

Mr.  Graham.  Now,  were  these  gentlemen  who  were  working  for 
for  the  Government  also  allowed  during  the  time  they  were  there 
a  per  diem  for  expense  ? 

Mr.  Grafke.  That  I  do  not  know,  what  was  the  rule  about  that. 

Mr.  Graham.  Isn't  a  per  diem  of  $4  per  day  allowed 

Mr,  Grafke,  Yes,  sir. 

Mr.  Graham  (continuing).  For  Government  officials  who  are 
working  at  that  sort  of  jobs! 

Mr.  Grafke.  Well,  as  far  as  our  department  is  concerned,  if  we 
are  stationed,  we  get  our  transportation  out  there,  and  we  are  not 
allowed  a  per  diem  allowance,  but  I  don't  know  how  that  operates 
with  the  inspection  division  or  the  production  division,  I  pre- 
sume  

Mr.  Graham.  Is  that  because  you  live  in  Chicago  and  are  sup- 
posed to  have  your  office  here?  Do  you  know  whether  Vail  and 
Church  and  those  other  fellows  got  that  per  diem  while  they  were 
out  there  J 

Mr.  Grafke.  Well,  I  couldn't  swear  to  that;  I  couldn't  tell  you, 
to  be  honest.  I  don't  know  whether  they  were  or  not.  I  have  never 
seen  anything  about  that. 

Mr.  Graham.  What  is  your  understanding  about  it? 

Mr.  Grafke.  Well,  my  understanding  is  that  they  got  it. 

Mr,  Graham.  Well,  that  is  my  understanding  also. 

Mr.  Grafke.  Yes;  that  is  my  understanding,  but  I  couldn't  swear 
to  that, 

Mr,  Graham,  Maj.  Bayliss  stayed  there,  too? 

Mr.  Grafke.  Yes,  sir. 

Mr.  Graham.  Do  you  know  anyone  else  ? 

Mr.  Grafke.  They  took  their  meals  there,  their  lunches.  From 
the  time — Baylis  came  into  Chicago  every  day,  I  think  Mr.  Vail 
stopped  there  occasionally,  and  Mr. — they  took  their  lunch  there. 
That  was  run  at  the  company's  expense.  We  didn't  absolve  any 
of  the  expense,  which  was  part  of  this  contract,  although  they  put 
it  later  in  the  claim. 

Mr,  Graham.  It  came  into  the  claim  there? 

Mr.  Grafke.  Yes. 

Mr.  Graham.  And  they  got  an  allowance  for  the  loss  on  iti 
(r.  Grafke.  I  believe  so. 

[r.  Graham.  Well,  that  loss,  of  course,  includes  the  t»V~' 
he  fellows  who  didnt  pay. 
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Mr  Grafse.  I  see. 

Mi.  Graham.  Well,  now.  let's  go  into  this  Standard  Electric 
Contracting  Co.  a  little.    Did  you  have  something  to  do  with  that? 

Mr.  Geafke,  Well,  Mr.  Blakey  handled  that  principally,  he  had 
charge  of  that. 

Mr.  Graham,  Well,  you  know  about  it,  don't  you? 

Mr.  Grafke.  Well,  I  know,  yes,  I  know  something  about  it. 

Mr.  Graham.  Did  you,  at  any  time,  know  anything  about  an  audit 
of  that  businessT 

Mr.  Grafke.  Yes,  sir;  yes. 

Mr.  Graham.  Do  you  have  any  minut«s  in  your  possession  of  the 
audit  that  was  made! 

Mr.  Grafke,  No,  I  haven't  any  minutes  with  me. 

Mr.  Graham.  For  instance,  I  have  here 

Mr.  Grafke.  I  can  verify  those. 

Mr.  Graham  (continuing).  A  report  to  Mr.  J.  A.  Vail,  chief  pro- 
duction officer 

Mr.  Grafke.  Yes,  sir. 

Mr.  Graham.  Signed  by  Mr.  Blakey.  I  will  ask  you  to  look  at  it. 
[Handing  paper  to  Mr.  Grafke]. 

Mr.  Grafke.  Yes,  sir. 

Mr.  Graham.  Here  is  another  one  [handing  to  Mr.  Grafke]. 

Mr.  Grafke.  Yes,  sir. 

Mr.  (iraham.  Now,  after  looking  over  those  accounts,  which  I  will 
ask  to  have  the  reporter  put  in  the  record  at  this  place,  can  you  tell 
me  whetlier  the  papers  that  you  have  in  your  hands  correctly  dis- 
close the  condition  of  affairs  as  you  understand  them  in  the  Standard 
Electrical  Contracting  Co.,  or  engineering  company,  claim? 

Mr.  Grafke.  Yes  sir. 

(The  reports  referred  to  are  as  follows:) 

Haumond.  i»d.. 
September  SO.  19IH. 
J.  A.  Vail, 

ChKf  FrodmtUm  Offlctr,  standard  Strcl  Car  Co..  Hammond.  Ind. 
The  following  were  present  at  the  nieetlni;  In  connection  with  subroiitrnct  Na 
831  ot  the  Stanilnrd  Eleilrlcnl  Enidneei-lnR  Co. :  Messrs.  W.  H.  Crawford.  K.  W. 
Svetr,  tind  creditors  of  ttaUl  company ;  Ma].  H.  W.  Goddard.  repreiicntlng  Plant 
Section,  Production  Division.  Washington,  \).  C. ;  MnJ.  H.  O,  Bayleafi.  chief 
Inspection  officer  at  this  plant ;  Lleuts.  Harold  Barron  and  John  M.  Toucey, 
ppwducilon  ()lllcer8  at  (his  plant ;  Messrs.  Field,  J.  S.  Church,  special  representa- 
tives ot  the  Government ;  Messrs.  P.  G.  Jenks.  C.  S.  Fletcher,  A.  Schneider,  A. 
ChrlBtlnnaon,  and  G.  H.  Myrlck,  representatives  of  the  Standard  Steel  Car  Co.; 
Messrs.  Ervln  Dryer,  represenitnt;  Ordnance  Department  of  the  Chicago  distlct 
office,  and  A.  G.  Sodert)erg,  of  the  I>.  H.  I.auiont  &  Co..  Electrical  Contracting 
Engineers,  Chicago,  111. 

Mr.  Dryer  was  nskal  to  read  the  report  dated  Sppteniher  20,  lfll8,  which  was 
prepared  by  Mr,  Soderherg  and  himself.  The  i-onlents  of  the  report  condensed 
would  he  ahout  as  follows :  Electric- light  work  done  not  covered  by  any  con- 
tract. He  critlttzed  the  placing  of  subpower  station  about  200  feet  south  of 
switchboard,  which  nititerially  Increased  cost  of  cables,  iis  many  fret  of  cable 
used  Id  retracing  distance  which  It  would  not  liave  been  necessary  to  cover 
If  the  same  had  been  located  near  buildings  Nos.  10  and  11. 

A.  Schneider,  of  the  Standard  Steel  Car  Co.  stated  that  MaJ.  Park,  formerly 
chief  proilnctlon  officer  at  this  plant  approved  the  location.  (As  a  matter  of 
fact,  the  same  was  built  before  MaJ.  Park  came  to  this  plant.  I^abor  charges 
In  February,  181S,  special  purchase  summerv  No,  35,  and  MaJ.  Park  came  here 
after  that  date,  or  Mar.  10,  1918.) 
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The  report  stated  tbat  els  times  ae  raucb  cable  waa  used  as  Is  In  ose  or  will  be- 
necessary  during  the  lite  of  contract  C.  F.  S31.  Also,  two-thirds  more  eopper 
tiut  Id  than  was  necessary  or  Is  In  use. 

At  tills  point  Ma].  Goddard  said  that  the  Standard  Steel  Car  Oo.  was  truRtm 
of  the  Government's  money,  and  If  they  had  spent  It  unnecessarily  they  were 
responsible  and  would  have  to  pay  for  excess  espendltures, 

Mr.  Dryer's  report  showed  a  total  esitmate  of  $90,621.06  for  materials  actu- 
ally Hsed.  Labor  actually  performed,  $26,857.43.  To  the  total  of  these  two 
amounts  be  had  added  $23,405.68  as  a  20  per  cent  overhead  and  914.m7.40  as  a 
10  per  cent  profit  This  made  a  total  estimate  for  work  done  of  $155,071.57. 
Whereas  the  report  also  shows  that  $61,604.27  could  have  been  saved  by  con- 
tracting on  a  regular  bidding  basis,  putting  In  proper  amount  of  materials  and 
labor.  In  other  words,  the  ]ob  should  have  cost  onlv  $93,467.30,  Including  20 
per  cent  overhead  and  10  per  cent  proflL  This  Is  the  amount  estimated  by  L.  H. 
Lament  &  Co.'s  estimator  and  Mr.  Dryer.  Entire  Job  done  in  a  drcultons 
manner. 

The  total  bills  as  rendered  by  Standard  Electrical  Engineering  Co.  agereeate 
$266,589.32.  This  amount  includes  $40383.84  as  20  per  cent  overhead  and  $24.- 
230.31  as  10  per  cent  proHt.  Also  materials  on  band  not  used  or  needed  estimated 
to  afnregate  $40,000.  After  deducting  these  three  amounts  and  then  adding 
$8,500  for  estimated  overhead  and  then  10  per  cent  profit  their  bills  would  be 
$187,522,69  against  Mr.  Dryer's  estimate  of  $93,467,30,  or  a  net  difference  of 
$94,055.39.  to  which  should  be  added  overhead  estimate  of  $23,495.68  and  dednct- 
ing  $11,185.43  overhead,  which  should  have  been  saved  and  $8,500  estimated 
actual  overhead,  or  a  net  difference  of  $97,866.04. 

Ma].  Qoddnrd  then  siild  it  appeared  that  the  Job  should  have  cost  between 
$75,000  and  $85,000,  with  proi»er  amount  of  overhead,  and  that  the  Government 
would  be  satisfied  to  settle  on  that  basis.  Mr.  Jenks.  of  the  Standard  Steel 
Car  Co.,  then  said  they  reserved  the  right  to  have  outside  engineers  Investigate 
the  Job  to  determine  the  cost  as  should  have  been.  Therefore.  MaJ.  Gnddard 
replied  that  Messrs.  Tail  and  Dryer  were  appointed  to  confer  Jointly  with  the 
engineers,  as  selected  by  the  Standard  Steel  Car  Co.,  to  determine  tlie  proper 
cost  of  the  Job,  taldng  Into  consideration  all  changes  from  the  beginning  and  to 
supffiest  a  basis  of  settlement 

Based  on  Mr.  Dryer's  report,  the  cost  should  have  been  as  follows : 

Materials  actually  used  (his  estimate) $90, 021. 06 

Labor  performed 26, 857, 43 

Labor,  overtime  per  audit 10,000.00 

Overhead  per  audit  not  completed  (estimated) 7. 500. 00 

Total 134,978.49 

I.«ss  should  bave  been  saved  If  work  had  Dot  been  done  in  circuitous 
manner 61, 604. 27 

73,874.22 
Add  10  per  cent  profit 7, 837. 42 

Total  cost  should  have  been 80,  TU.  64 

The  above  are  my  minutes  of  the  meeting. 

L.  J.  Bt^ket, 
Accountant  in  Ctutrge. 

Decbhbeb  21.  1918. 
Prom:  Harold  Barron,  first  lieutenant  Ordnance  Department,  United  States 

Army,  Standard  Steel  Car  Co.,  Hammond,  Ind. 
To:  MaJ.  E.  F.  Norton,  price  approval  officer,  Chicago  district  ordnance,  155  East 

Superior  Street,  Chicago,  III. 
Subject:  Standard  Electric  EhiKlneerlng  Co.  subcontract  with  Standard  Steel 

Car  Co.,  war  order  CF-331. 

I.  Since  your  Instructions  to  me  when  In  Chicago  the  19th  Instaot,  I  have 
gone  over  with  Mr.  Blakey,  United  States  accountant  In  charge  at  this  plant,  to 
ascertain  the  amounts  reimbursed  to  Standard  Steel  Car  Co.,  and  also  to  arrive 
at  a  fair  and  reaaonable  total  payment  for  the  wort  done  to  date 

2  Our  Joint  findings  are  as  follows:  United  States  Govenitnent  has  paid  to 
Standard  Steel  Car  Ca  on  summaries  55,  66,  and  59,  $70,507.40,  together  with  an 
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advance  SO  per  cent  payment  on  voacher  No.  76.  $sg,4T3J0.  This  last  amount, 
bowever,  will  be  deducted  from  December  summaries  and  charges  back  to  the 
Standard  Steel  Car  Co. 

3.  In  looking  over  tlie  report  of  Investl^tlon  made  by  Mr.  Dryer  we  find  tliat 
the  following  is  a  fair  estimate  of  tbe  amount  that  ought  to  be  paid  by  the  United 
SUtes: 

Government  to  the  Standard  Steel  Car  Co. : 

Material,  aa  per  Mr.  Dryer's  estimate . $90,^1.06 

Labor,  of  that  actually  put  In 26,8fiT.43 

117, 478. 49 
-Overhead,  a--  per  audit 6.005.84 

124, 334. 33 
Estimated  amount  of  uvertluie  to  be  paid,  ae  per  audit 10,000.  00 

134. 384. 33 
10  per  cent  proHt.  as  approved 13.438.43 

147. 71-2.  78 
Amount  that  could  have  been  xavecl  lind  |>r<>|H'r  amouiil  of  iiiiilerlal 

and  labor  been  put  In  (Mr.  Dryer) 61.004.27 

86. 11&  40 
This  will  leave  n  balance  of  $1,^.521.00  tu  be  paid,  If  above  figures  are  a[i- 
proved  by  you. 

4.  I  would  like  yuur  uiilnloii  on  this  befoi-e  writing  the  letter  to  the  Standard 
Steel  Cur  Co.  that  you  Instructed  nie  lo  illt-tnte  from  our  previous  conversation. 

Harold  Rarkon, 
First  IJeulenant,  Ordnam-e  Dvparlmenl.  United  Stalcn  Anntl. 

Mr.  Graham.  Well,  according  to  tho.se  figures,  what  would  tlic 
Government  accountants  find  was  due  this  company? 

Mr.  Gbafke.  Well 

Mr.  Grauasi.  In  the  neighborhood  of  $"0,000,  wa-sn't  it? 

Mr.  Grafke.  From  the  tmie  Goddard  was  out  here  he  estimatail, 
based  on  Mr.  Dryer's  e.stimnte,  that  we  should  pay  the  Standnid 
Electric  Co.  about  $80,000.  That  would  cover  the  wiring  to  oiwrute 
that  plant  in  making  the  9.5  gun  carriage. 

Mr.  Graham.  Mr.  Dryer  was  who? 

Mr.  Grafkz.  I  believe  he  was  a  Government  engineer. 

Mr.  Graham.  Sent  here? 

Mr.  Grafke,  Sent  there  by  the  Governuient, 

Mr.  Graham.  By  the  Or<mance  Department? 

Mr.  Grafke.  I  believe  so;  yes. 

Mr.  Gb.\ham.  Yes.  Did  he  go  over  the  plant  and  make  an  esti- 
mate? 

Mr.  Grafke.  He  went  over  the  plant  and  iniide  an  estimate. 

Mr.  Graham.  Now,  was  that  at  tlie  request  of  anyone,  Mr.  (iraf  ke  ( 

Mr.  Grafke,  Yes ;  that  was  at  the  request  of 

Mr.  Graham.  To  refresh  your  memaiy,  didn't  the  Standard  Steel 
Car  Co.  and  the  Government,  being  unable  to  agiee.  unite  in  a  i-e- 
quest  that  a  Government  accountant  be  sent  out  there  to  check  that 
thin^  up,  and  that  as  a  result  of  that  Dryer  went? 

Mr,  Grafke.  Yps,  sir. 

Mr.  Graham,  Well,  now,  after  Drj'cr  made  his  report,  what  was 
done  with  it? 

Mr.  Grafke.  Well,  we  voiichei-ed  up— we  agreed  to  voucher — re- 
imburse them  for  $80,000,  and,  of  course,  we  had  already  reimbursed 
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them  for  $70,000,  and  we  agreed  to  ^ve  them  $10,000  more,  and,  of 
course,  they  would  not  accept  it.  In  lact,  we  had  it  all  made  up,  and 
submitted  a  summary  of  that  amount  to  be  paid,  and  they  returned  it. 

Mr.  Graham.  That  is,  the  Standard  Steel  Car  Co.  ? 

Mr.  Grapke.  Yes;  returned  it  to  us.  They  wouldn't  sign  it,  so 
we  left  it  open,  and  they  left  it  in  unapproved  purchases,  to  put  in 
a  claim ;  that  is,  whatever  they  had  coming.  That  is,  of  course,  th^ 
bad  spent  $188,000  altogether. 

Mr.  Graham.  An>  I  t-ight  in  saying  that  after  these  gentlemmi 
had  requested — I  mean  the  officers  of  the  Standard  Steel  Car  Co. — 
that  after  they  had  requested  a  Government  engineer  to  make  this 
estimate,  and  after  the  estimate  had  been  made,  this  estimate  was 
rejected ! 

Mr.  Grafke.  Rejected ;  yes,  sir. 

Mr.  Graham.  Do  you  know  whether  the  Government  officials  in 
charge  of  the  plant  concurred  in  that  rejection  or  not! 

Mr.  Grafkb.  I  couldn't  say. 

Mr.  Graham.  All  you  know  is,  it  was  rejected? 

Mr.  Grafke.  Rejected.  In  fact,  vre  would  not  reimburse  them 
for  more  than  $80,000. 

Mr.  Graham.  How  much  had  you  paid  them  in  casht 

Mr.  Grafke.  Seventj;  thousand  dollars,  approximately. 

Mr.  Graham.  Well,  is  this  item  of  one  hundred  and  twenty-one 
odd  thousand  dollars  in  the  final  award  the  balance  of  that  claim  t 

Mr.  Grafke.  Yes;  that  is  the  balance  of  it. 

Mr.  Graham.  So  that  you  finally  paid  them,  if  that  award  is  paid 
in  full,  approximately  $191.000t 

Mr.  Grafke.  One  hundred  and  ninety-one  thousand  dollars;  yes, 

Mr.  Graham.  What  did  they  do  out  there,  anyhow,  Mr.  Grafke? 
What  was  their  work  ? 

Mr.  Grafke.  To  wire  the  plant;  to  put  electric  wiring  throughout 
the  plant,  to  make  this  9.5-inch  gun  carria^,  motor  power. 

Mr.  Graham.  Well,  did  they  wire  the  entire  plant! 

Mr.  Grafke.  The  Ordnance  Department. 

Mr.  Graham.  Well,  I  mean  the  whole  of  the  building  in  which 
this  work  was  to  be  done  ? 

Mr.  Grapkf™  Yes,  sir. 

Mr.  Graham.  Well,  didn't  the  Stnndai-d  Steel  Car  Co.  have  the 
wiring  in  it  before! 

Mr.  Grafke.  Not  sufficiently  to  run  this  plant. 

Mr.  Graham.  Did  they  do  a  new  job  throughout! 

Mr.  Grafke.  Well,  that  I  don't  know,  whether  it  is  a  new  job, 
or  how  much  was  there  at  the  time,  but  fit  any  rate  tliey  let  this 
contract — give  this  contract  to  the  Standard  Elcitric  Co.  to  wire  this 
plant  to  make  this  cim  carriage. 

Mr.  Graham.  Who  was  the  Standard  Electrical  Engineering  Co.? 
■\Vere  they  in  any  way  connected  with  the  Standard  Steel  Car  Co.! 

Mr.  Grafke.  Not  that  I  know  of. 

Mr.  Graham.  Do  you  know  whether  any  of  their  officers  were  the 
same? 

Mr.  Ghafke.  No  ;  not  that  I  know  of. 

Mr.  Graham.  Mr.  Dryer,  in  his  report,  mentioned  several  items. 
He  speaks  of  the  placing  of  a  subpower  station  about  200  feet  south 
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of  the  switchboard,  which  materially  increased  the  cost  of  cable,  as 
many  feet  of  cable  were  used  in  retracing  the  distance  which  it 
would  not  have  been  necessary  to  cover  if  the  same  had  been  located 
near  buildings — practically  10,000.  What  do  you  know  about  that 
situation  t 

Mr.  Grafke.  I  am  not  qualified  to  answer. 

Mr.  Gbahah.  You  are  not  an  electrical  engineer,  and  do  not  knowf 
Mr.  Gkafke.  No,  sir.    Of  course,  that  is  up  to  Mr.  Dryer. 
Mr.  Graham.  Did  you  ever  know  anyone  to  successfully  refute 
any  of  these  statements  that  he  makes  in  this  report — ^Mr.  Dryert 

Mr.  Gbafke.  No;  not  outside  of  the  Standard. 
Mr.  Gbahah.  They  simply  said  they  would  not  stand  for  it,  and 
that  is  all  there  waa  to  itf 

Mr.  Grafke.  That  is  all  there  was  to  it;  yes,  sir. 

Mr.  Graham.  Throughout  this  whole,  job  has  this  company  as- 
sumed a  conciliatory  attitude  toward  the  Govemnientl  What  has 
been  its  attitude  in  general  toward  the  ofScers  of  the  Ordnance  De- 
partment  and  the  Government  accountants  on  the  job? 

Mr.  Grafke,  Well,  they  have  been  a  little — they  have  not  given  us 
the  proper  cooperation  that  they  should. 

Mr.  Graham.  Who  seems  to  have  been  in  charge  out  there  of  the 
plant?    With  whom  did  you  negotiate  most  of  your  business! 

Mr.  Grafke.  Mr.  C.  S.  Fletcher,  works  accountant 

Mr.  Graham.  Did  you  have  anything  to  do  with  Mr.  Corrf 

Mr.  Grafke.  No.  Mr.  Cory  did  not  come  out  there  until  final  set- 
tlements of  the  subcontractors'  claim  and  the  final  settlement  of  tiutt 
claim. 

Mr.  Graham,  Where  was  Cory  most  of  the  time,  if  you  know! 

Mr.  Grafke.  I  understand  he  was  located  in  New  York,  and  his 
title,  I  believe,  is  assistant  to  the  president. 

Mr.  Graham.  According  to  the  best  of  your  knowledge  and  belief, 
Mr.  Grafke,  is  this  audit  in  these  retorts  which  we  have  introduced 
in  evidence  of  these  affairs  of  the  Standard  Electrical  Engineering 
Co.  correct! 

Mr.  Grafke.  Yes,  sir. 

Mr.  Graham.  I  think,  while  looking  up  some  matters,  Mr.  Jefferis, 
I  will  ask  you  to  proceed,  if  you  wish  to  ask  him  anything. 

Mr,  Jefferis.  Your  name  is  G-r-a-f-k-e! 

Mr.  Grafke.  Yes,  sir. 

Mr.  Jefferis,  Mr.  Grafke,  can  you  tell  us  anything  as  to  the 
amount  and  value  of  the  material  that  was  sent  from  the  Standard 
Steel  Car  Co.  to  the  Watertown  Arsenal! 

Mr.  Grafke.  Well,  that  is  hard.  That  would  be  merely  an  esti- 
mate. The  inspection  division  would  be  more  qualified  to  tell  you — to 
give  you  an  estimate  on  that — that  I  would  be,  oecause  they  have  han- 
dled it.    Outside  of  our  department 

Mr.  Jefferis.  Well,  that  was  one  that  Bayliss  had! 

Mr.  Grafke,  Bayliss,  yes.  There  are  several  inspectors  still  out 
there  that  could  probably  give  you  a  more  accurate  estimate  than  I 
could  for  what  material  has  been  shipped  to  Watertown  Arsenal  or 
the  different  arsenals  throughout  the  country. 

Mr.  Jefferis.  Were  you  looking  for  something  there. 

Mr.  Grafke.  I  was, 
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Mr.  Jetfebib.  If  there  is  anythiiig  you  wish  to  add,  you  may  do  90. 

Mr.  Grapkb.  No;  there  isnt  anything  that  I  care  to  add  to  that, 
because 

Mr.  Jefferis.  Mr.  Qrafke,  you  were  out  there,  as  I  remember, 
from  June,  1918  f 

Mr.  Gbafbe.  From  June,  1918 ;  yes. 

Mr.  Jefferis.  What  is  the  fact,  Mr.  Graf ke,  as  to  your  obserration 
there  as  to  money  expended  for  parties  or  anything  of  thai  kind  by 
the  Standard  S^l  Car  Co.t  "Were  there  many  parties  given  out 
there! 

Mr.  Grafke.  No;  not  that  I  know  of. 

Mr.  Jepfsus.  Do  you  know  of  any  presents  being  given  by  that 
company  to  any  officers  connected  with  the  Govemmeni! 

Mr.  Grafke.  Not  that  I  know  of. 

Mr.  Jefferis.  Do  you  know  of  any  automobiles! 

Mr.  Grafke.  No^  sir;  not  that  I  Imow  of. 

Mr.  jEFFBKia.  Did  you  hear  of  any! 

Afr.  Grafke.  No,  sir. 

Mr.  Jefferis.  They  make  automobiles,  don't  they,  the  Standard 
Steel  Car  Co.? 

Mr.  Grafke.  Yes,  sir ;  they  ma^  automobilea 

Mr.  Jefferis.  What  automobiles  do  they  make!  What  kind  do 
they  make! 

Mr.  Grafke.  Make  an  automobile  called  the  Standard. 

Mr.  Jefferis.  Any  of  the  officers  using  any  of  those! 

Hr.  Grafke.  The  Government  fumi^ed  one  for  the  production 
division  and  one  for  the  inspection  division,  for  the  use  of  the 
officers. 

Mr.  Jefferis,  Did  you  hear  of  any  presents  given  to  anybody  by 
the  Standard  Electric  Co.  out  there! 

Mr.  Grafke.  Well,  Mr.  Blakey  is  more  qualified  to  answer  that 
than  I  am.    Yes.    He  can,  I  believe,  give  you  that. 

Mr.  Jefferis.  Where  do  they  make  these  automobiles,  out  there, 
the  Standard  Steel  Car  Co.! 

Mr.  Grafke.  In  Butler,  Pa. ;  that  is  their  home  office,  that  is  the 
main  plant,  Butler  and  Newcastle,  Pa. ;  those  are  the  two  main  plants. 
Their  home  office  is  located  at  Butler. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Graham.  Mr.  Garrett! 

Mr.  Garhktp.  Nothing.  Just  a  minute.  Mr.  Grafke,  you  heard 
the  testimony  of  Mr.  Miller,  going  over  this  award,  item  by  item! 

Mr.  Grafke.  Yes,  sir. 

Mr.  Garrett,  Have  you  examined  that  award  in  the  same  way 
that  Mr.  Miller  did! 

Mr,  Grafke.  Yes,  sir. 

Mr.  Garrett.  Do  you  concur  with  the  ideas  expressed  by  him  in 
his  testimony  attached  to  these  different  items! 

Mr.  Grafke.  Well,  I  didn't  hear  all  the  tiems. 

Mr.  Garrett.  Take  the  $99,000  item,  the  first  one  there;  what  com- 
ment, if  any,  have  you  to  make  on  that  item! 

Mr.  Grafke,  I  believe  that  inasmuch  as  we  have  already  absorbed 
fi  per  cent  depreciation  on  the  value  of  that  plant,  that  this  item 
should  not  be  allowed. 
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Mr.  GUbbett.  Were  you  present  at  that  meeting  at  Hammond 
when  representatives  of  the  different  claims  boards  from  Washing- 
ton were  present! 

Mr.  Gbafkb.  No,  sir.    Mr.  Bhtke;  was  present 

Mr.  Garbett.  You  were  not  present  I 

B£r.  Grafke.  I  was  not  present;  no,  sir.  I  was  Mr.  Blakey's 
immediate  assistant. 

Mr.  Gabrett.  Was  any  other  representative  of  the  auditor's  board 
there  except  Mr.  Blakey  i 

Mr.  Qrafke.  Mr.  Blakey  was  the  only  man  who  was  there. 

Mr.  Garbett.  Do  you  know  anything  about  this  salvaged  material 
that  we  hear  a  lot  of? 

Mr.  Grapke.  No. 

Mr.  Garrett.  Did  any  evidence  come  under  your  observation  in 
any  way! 

Mr.  Grafke.  No. 

Mr.  Garrett.  In  any  official  way,  I  mean. 

Mr.  Grafke.  No;  no  official  way.  I  know  they  were  out  at  the 
plant,  bidding  on  it,  and  probably  the  store  section  can  give  yon  the 
information  you  want  in  reference  to  that. 

Mr.  GAHMnr.  Did  any  of  the  Chicago  district  claims  board  ever 
consalt  with  you  about  that,  or  any  of  these  other  items,  when  here, 
in  any  way? 

Mr.  Grafke.  No,  sir. 

Mr.  Garbett.  Your  voice  was  never  sought  concerning  any  of 
those  matters? 

Mr.  Gbafke.  Never  sought;  no,  sir.  We  made  an  emphatic  state- 
ment that  we  wanted  to — to  Col.  McFarland 

Mr.  GARRErr.  A  little  louder,  please. 

Mr.  Jeffebis.  A  little  louder.    I  can't  hear  you. 

Mr.  Grafke.  That  this  award  was  made  witnout  an  audit 

Mr.  Gabrett.  You  say,  "  We  made  an  emphatic  statement.*'  Yoo 
and  Mr.  Blakey,  were  you  there  when  he  talked? 

Mr.  Grafke.  Yes,  sir;  when  that  statement  was  made  I  was  with 
him. 

Mr.  Gakretf.  To  Col.  McFarland? 

Mr.  Grafke.  Yes;  we  wanted  it  understood  that  there  was  no 
audit  made  of  the  Sgiires  in  that  award. 

Mr.  Garrett.  Where  did  that  conversation  occur,  Mr.  Grafke? 

Mr.  Grafke.  That  occurred  in  the  Chicago  District  Office. 

Mr.  GARHBrr,  Well,  following  that  statement  to  Col.  McFar- 
land by  Mr.  Blakey,  and  that  was  in  your  presence,  as  I  understand  f 

Mr.  Grafke.  Yes,  sir. 

Hr.  Garbett.  Were  you  invited  into  the  room,  where  a  further 
conference  ensued! 

Mr.  Grafke.  No,  sir;  no. 

Mr.  Garrett.  Mr.  Blakey  went  in! 

Mr.  Grafke.  Mr.  Blakey  went  in.  I  was  outside;  remained  out- 
side. 

Mr.  Garbett.  And  you  didnt  hear  any  of  the  conversation  that 
passed  in  there! 

Mr.  Grafke.  No,  sir;  I  didnt. 

Mr.  Garrett.  Col.  Eussell,  I  mean  Col.  Hughes  didnt  subsequently 
discuss  it  with  you? 
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Mr.  Grafke.  No;  I  didn't  talk  to  Col.  Hughes  on  this  matter  at 
all. 

Mr.  Garrett,  You  didn't  talk  with  Col.  Beeves  either,  did  yout 

Mr.  Grafke,  No,  sir. 

Mr.  Garrett,  Just  Col.  McFarlandf 

Mr.  Grafke,  Col,  McFarland  and  Mr.  Graves  was  present. 

Mr.  Garrett,  When  Mr.  Blakey  made  that  statement  to  Mr.  Mc- 
Farland! 

Mr.  Grafke.  Yes,  sir. 

Mr.  Garrett.  How  long  did  that  conversation  last  between  Mr. 
Blakey  and  Col.  McFarland  in  your  presence;  do  you  remember! 

Mr.  Grafke.  Probably  five  minutes,  approximately  6ve  minutes. 
Of  course,  I  was  called  aside  then. 

Mr.  Garrett.  You  mean  who  was  called  f 

Mr.  Grafke.  Mr.  Blakey. 

Mr.  Garrett.  Was  anything  said  to  Col.  McFarland  in  that  con- 
Tersation  about  this  salvage  offer  of  Briggs  &  Turivas? 

Mr.  Grafke.  No,  sir. 

Mr.  Garrett.  No  phase  was  mentioned  except  the  audit  phase  ? 

Mr.  Grafke.  That  is  all. 

Mr.  Garrett.  That  is  right.    All  right. 

Mr.  Graham.  I  find  among  the  papers  a  copy  of  a  report  of  Maj. 
H.  W.  Goddard,  to  he  called  to  the  attention  of  Mr.  Jenks  of  the 
Standard  Steel  Car  Co.  relative  to  a  conference  held  in  Mr.  Vail'a 
office  on  Monday  afternoon,  September  30.  I  wish  you  would  look 
at  it,  and  tell  us  whether  you  nave  ever  seen  that  letter  before,  or 
that  report.     [Handing  to  Mr.  Grafke.] 

Mr.  Grafke,  Yes;  I  have  seen  this  before,  but  I  was  not  present 
at  that  conference. 

Mr.  Graham.  So  far  as  you  know,  is  that  a  true  copy  of  the  ori^- 
nal  report  on  that  subject! 

Mr.  Grafke.  Yes,  sir. 

Mr,  Graham.  Maj.  Goddard  was  in  charge  of  what  particular 
work  at  that  time? 

Mr.  Grafke.  Now,  I  couldn't  say  definitely.  He  was  stationed  at 
Washington,  in  the  Ordnance  Dyiartment. 

Mr.  Graham.  The  Ordnance  Department  sent  him  out  here  to  in- 
vestigate this  matter,  did  it! 

Mr.  Gbafke.  To  investigate  the  matter;  yes,  sir. 

Mr.  Graham.  Yes.  Well,  we  will  put  this  report  to  Maj.  Goddard 
in  the  record  at  this  point 

(The  report  referred  to  is  as  follows:) 

OCTOBEB  1,  1918. 

Standabd  Steel  Cab  Co.,  Hammond,  Ind. 

Oentlbubr:  Attention  Mr.  Jenks. 

Subject:  Standard  Electric  4  Engineering  Co.,  and  electrical  work  In  con- 
nection with  added  facilities. 

1  Reference  Is  made  to  conference  held  In  Mr.  Tail's  office  Monday  after- 
noon, September  30,  at  which  the  following,  among  others,  were  present: 
Messrs.  Vatl,  Dryer,  Rlakey,  Church,  Field,  Ma).  Goddnrd,  Ueut  Toueey,  Lieut 
Barron,  Ma].  Bayless,  and  Messrs  Jenks.  Chrlstlanson,  Fletcher,  Snyder. 
Myrick,  Weir,  Cmwritrrt.  and  repress iitativea  of  the  creditors  of  the  Standard 
Electric  ft  Engineering  Co. 

2.  In  connection  with  the  electrical  work  installed  It  was  noted,  among  otlter 
things,  that  the  Standard  Steel  Car  Co.  had  proceeded  with  the  work  without 
preparing  or  having  prepared  proper  drawings;    that  the  substation  was  not 
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located  in  its  logical  locatiOD ;  tbat  a  great  deal  of  the  electrical  work  was  put 
In  n-itliout  a  view  to  economy,  especially  in  that  the  longest  way  around  was 
very  frequently  talcen,  and  that  a  great  deal  more  electrical  work  and  mate- 
rial had  t>een  fnmlahcd  by  the  Standard  Steel  Car  Co.  than  was  covered  by 
their  great  agreement  with  the  Government ;  also  that  the  Standard  Steel  Car 
Co.  had  agreed  with  the  Government  to  furnish  only  necessary  facilities  and 
to  furnish  them  at  the  best  prices  possible,  and  that  such  facilities  as  furnished 
were  to  be  of  sucli  quality  as  might  reasonably  be  assumed  would  prove  service- 
able for  a  period  of  three  to  five  years. 

3.  Mr.  Jenks,  from  the  car  company,  Informed  (hose  present  that  the  proper 
drawings  had  not  been  prepared  on  account  of  various  changes  being  made  from 
time  to  lime  In  the  work ;  but  It  was  held  that  this  was  no  excuse,  inasmucli 
as  drawings  should  have  been  prepared  containing  the  twst  Information  avail- 
able, and  then  revised  from  time  to  time  as  circumstances  warranted. 

4.  It  was  stated  that  tbe  substation  niis  located  In  accordance  with  the  ap- 
proval of  MaJ.'Park.  but  on  request  to  be  shown  his  approval  It  was  not  forth- 
coming, and  until  such  time  as  this  is  received,  It  Is  to  be  asnumed  that  the 
resporiRiblUty  for  the  substation  In  Its  present  location  was  that  of  the  Stand- 
ard Steel  Car  Co. 

5.  Mr.  Blabey  stated  that  invoices  had  been  presented  totaling  approximately 
1266.588.32,  made  up  as  follows; 

Labor   and    material *201,975.17 

Overhead 40,383.84 

Profit 24,230.31 

6.  The  question  of  overhead  of  *40,383.84,  together  with  a  profit  of  10  per 
cent  thereon,  was  waived  wEIh  request,  however,  that  an  audit  be  made  and 
the  electric  company  be  reimbursed  for  the  actual  overhead  expended  by  them. 
Mr.  Blakey  stated  that  an  approximate  audit  had  already  been  made,  and  that 
they  had  sp«)t  as  overhead  on  the  work  done  in  the  neighborhood  of  $S,SOO, 
Instead  of  over  $40,000  as  billed. 

7.  It  was  also  noted  that  a  great  deal  of  unused  material  was  on  hand 
which  Mr-  Blakey  thought  was  worth  at  least  $40,000. 

S.  The  meeting  was  Informed  that  Mr.  Dryer  had  made  a  disinterested 
investigation  with  a  view  of  determining  what  electrical  work  was  necessary 
to  the  proper  operation  of  the  plant — In  other  words,  the  amount  of  electrical 
work  wliich  tbe  Standard  Steel  Car  Co.  had  authority  to  Install  under  that 
contract.  His  report  showed  the  reasonable  value  of  the  work  done — that  Is, 
tbe  necessary  work  and  the  unnecessary  work. 

d.  Mr.  Dryer  stated  that  the  work  put  In,  namely,  material,  labor,  and  profit, 
was  reasonably  worth  S117,388.4&.  This  figure  was  only  on  assumption  that 
no  overtime  was  necessary,  and  that  the  10  per  cent  profit  was  suRlcIent  to 
reimburse  the  contractor  for  his  services  and  take  care  of  his  overhead. 

10.  Mr.  Dryer  then  reported  upon  the  electrical  work  necessary  to  achieve 
the  results  desired,  namely,  total  cost  of  labor,  material,  and  profit,  $78^1.^, 
based  on  the  assumption  that  no  overtime  was  necessary. 

11.  After  considerable  discussion  as  to  overtime,  overhead,  etc,,  MaJ.  God- 
dard  summarized  the  various  points  brought  up  at  the  meeting,  stating  io  his 
opinion,  which  was  based  upon  the  Information  presented  at  the  meeting  and 
the  investigation  gathered  by  him  at  the  time  of  his  inspection  of  the  electrical 
work  on  September  27,  that  the  amount  of  money  In  which  the  Standard  Steel 
Car  Co.  could  request  the  Government  to  reimburse  It  for  electrical  wort 
required  In  connection  witb  added  facilities  was  approximately  $84,000. 

12.  'liie  representatives  of  the  creditors  of  the  Standard  Electric  A  Engi- 
neering Co.  called  attention  to  the  fact  that  considerably  more  work  and 
money  had  been  expended  than  $84,000,  and  asked  MaJ.  Qoddard  who  was  to 
reimburse  them.  MaJ.  Goddard  stated  that  that  was  a  matter  for  the  Standard 
Steel  Car  Co.  to  decide. 

IS.  Hr.  Jenfes  stated  that  he  did  not  think  it  was  quite  Just  to  the  Standard 
Steel  Car  Co.  to  accept  the  opinion  of  Mr.  Dryer  and  MaJ.  Ooddard  In  this 
matter,  and  requested  permission  to  have  an  inspection  made  by  another 
disinterested  and  capable  engineer. 

14.  The  meeting  adjourned  with  the  agreement  that  the  Standard  Steel  Car 
Co.  have  an  Inspection  made  by  a  capable  and  disinterested  engineer;  when 
his  report  Is  ready  a  conference  is  to  be  arranged  between  their  engineer  and 
the  Government  engineer.  Mr.  Dryer,  and  a  representative  of  tbe  Ordnance 
Department,  and  it  was  agreed  that  the  two  engineers  should  compare  their 
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respective  reportB  and  reach  an  agreement  as  to  (he  amount  of  electrical  work 
and  its  proper  cosr  necessary  to  achieve  the  production  results  desired,  the 
third  man  to  decide  the  Items  upon  which  they  could  not  agree. 

16.  The  findings  of  this  conference  will  determine  the  proper  recommenda- 
tion and  request  which  the  Standard  Steel  Car  Co.  should  make  to  the  Goveni- 
ment  for  reimbursement  for  electrical  work. 
HespectfuUy, 

H.  W.  GODOABD, 

Jfajor,  Ordnance  Department,  United  States  Army. 

Mr.  Graham.  Do  vou  know  where  the  report  of  Mr.  Dryer  on  the 
Standard  Electrical  Engineering  Co.  can  be  found !  We  do  not  have 
a  copy  of  it. 

Mr.  Gbafkb.  I  do  not  know.  I  do  not  think  I  have  a  copy  of 
that 

Mr.  Graham.  Mr.  Vail  should  have  a  report  of  that.  The  produc- 
tion division  should  furnish  you  with  that  report.  A  letter  was  re- 
ceived from  Maj,  Tewksbury  of  the  cost  accounting  section  of  the 
Ordnance  Department  durine  the  pendency  of  this  matter  by  the 
Chicago  district  ordnance  office,  and  particularly  for  the  attention 
of  Mr.  Charles  E.  Miller,  supervisor,  who  has  heretofore  testified,  in 
which  Maj.  Tewksbury  writes  relative  to  the  attitude  of  Col.  Hughes 
about  this  particular  claim.    Do  you  have  a  copy  of  that  letter? 

Mr.  Grafke.  Yes,  sir. 

Mr.  Graham.  Do  you  have  it  here  with  you! 

Mr.  Grafke.  No ;  I  have  it  in  my  files. 

Mr.  Graham,  In  that  letter  Col.  Hughes  has  been  consulted,  and 
Maj.  Tewksbury  writes  as  follows: 

In  his  conference  with  the  writer  Col.  Hughes  emphasized  the  fact  that  It 
was  the  desire  of  the  War  Department  Claims  Board  to  settle  the  claims  of  the 
Standard  Steel  Car  Co.  as  soon  as  possible,  without  the  great  delay  whldi 
would  be  involved  In  a  complete  audit  of  the  accounts  and  the  checking  of  the 
Inventory- 
Do  you  know  whether  that  is  a  correct  excerpt  from  that  letter! 

Mr.  Grafkb.  Yes,  sir. 

Mr.  Graham.  I  wish  you  would  furnish  the  reporter  with  a  copy 
of  that  letter  which  he  may  attach  in  his  record  betoire  the  committee. 
I  think  that  is  all,  Mr.  Grafke. 

Mr.  Grafke.  You  mean  for  me  to  furnish  him? 

Mr.  Graham.  If  you  will;  yes,  sir. 

(The  letter  referred  to  is  as  follows:) 

Septeubbr  25,  191A 
From:  Ordnance  Office,  Administration  Division,  Cost  Accounting  Section. 
To:  Chicago  District  Ordnance  Office,  Cost  Accounting  Section.    Attention  Hr. 

Charles  R.  Miller,  supervisor. 
Subject:  Cost  of  200  carriages  and  work  in  process.  Standard  Steel  Car  Ca— 

Cr— S81. 

1.  Receipt  is  acknowledged  of  your  letter  of  September  22,  with  inclosures 
delivered  to  this  office  by  Ool.  Hughes. 

2.  In  this  conference  with  the  writer.  Col.  Hughes  emphasized  the  fact  mat 
it  was  the  desire  of  the  War  D^artment  Claims  Board  to  settle  the  claim  of 
the  Standard  Steel  Car  Co.  as  soon  as  possible  without  the  great  delay  which 
would  be  Involved  In  the  complete  audit  of  the  accounts  and  the  checking  of 
Inventory,  I  stated  to  Col.  Hughes,  in  view  of  this  fact,  if  the  claims  board 
desired  to  accept  the  responsibility  of  making  such  a  setUement,  the  cost  ac- 
counting section  would  not  continue  its  work  at  this  plant. 

8.  I  did  emphasize  the  fact,  however,  that  if  the  cost  accounting  secUon 
was  required  to  complete  all  payments  on  this  contract  in  accordance  with  the 
tonctlona  authorized  in  office  order  No.  687  and  claims  board  circular  No, 
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74  that  we  wonid  neceesarlly  have  to  complete  our  detailed  auditlDg  of  tbe 
costs  and  would  have  to  secure  from  the  stores  and  scrap  section  a  complete 
InTenlory  of  the  material  on  hnnd  at  the  completion  of  the  contract. 

4-  If  It  Is  the  desire  of  the  War  Depnrtment  ClHlms  Board  to  settle  this  con- 
tract by  negotiation.  It  will  of  course  be  necessary  for  your  office  to  aumbit  the 
final  unit  costs  In  accordance  with  Instructions,  and  you  are  therefore  author- 
ised to  prepare  such  a  stiitement  of  expenditures  on  this  contract,  as  you  can 
prepare  from  the  figures  which  you  have  already  compiled  and  those  which 
TOO  win  be  able  to  secure  from  the  claims  board,  covering  the  payments  made 
by  the  board  In  final  settlement  of  the  claim. 

B.  In  this  case,  I  believe  that  you  should  secure  written  authority  from  tbe 
district  chief  for  suspending  your  work  at  this  plant,  contrary  to  the  Instruc- 
tions contained  In  office  order  No.  6ST,  which  authority  should  contain  the  ex- 
plauatlon  that  It  Is  the  desire  of  the  Wiir  Department  CInlms  Hoard  to  settle 
this  contract  without  the  assistance  of  the  cost  accounting  section. 

6.  Tou  are  advised,  however,  that  these  InstructluuB  will  not  apply  to  the 
contract  for  Increased  facilities,  as  we  have  been  speclflcally  ordered  by  the 
Chief  of  Ordnance  to  furnish  the  properly  section  with  the  final  analysis  of 
Increased-faclUtles  cost  In  accordance  with  office  order  No.  72,  and  It  will  be 
Decenary  to  complete  this  statement  In  accordance  with  those  Instructions,  ra- 
gardleae  of  the  stand  taken  by  the  War  Department  Claims  Board  In  con- 
nection with  snch  facilities. 

0.  L.  TBWKSBimT, 

Mafor,  Ordnance  Department,  Vnlted  Statei  Armjf. 

Mr.  jEFFERta.  I  would  like  to  ask  him  something,  Mr.  Graham! 

Mr.  Orahau.  All  right. 

Mr.  Jeffris.  Would  you  have  been  able  to  have  completed  a  check- 
ing or  audit  of  these  accounts  if  the  Standard  Steel  Car  Co.  had  fur* 
nished  you  the  information  that  you  desired  from  time  to  timet 

Mr.  Gbafkb.  Yes,  sir. 

Mr.  Jefferis.  You  would  have  had  it  all  coftipleted ;  that  is,  the 
accounting  section  would  have  had  it  completed  before  this  award 
was  made,  would  you,  if  you  had  had  the  information  as  you  re- 
quired it? 

Mr.  Grafke.  Yes;  about  the  time;  about  this  time. 

Mr,  Jefferjs.  Referring  again,  Mr.  Grafke,  to  your  testimony, 
you  say  the  Standard  Steel  Car  Co.  furnished  an  automobile  to  the 
inspection  division  and  to  the — ^what  other  division? 

Mr.  Grafke.  The  Standard  Steel  Car  Co.  did  not  furnish  any  auto- 
mobiles to  the  inspection  division,  but  the  Govermnent  furnished  tiie 
inspection  division  with  an  automobile,  and  the  production  division. 

Mr.  Jefferis.  That  was  chained  up  as  part  of  the  costs,  was  itt 

Mr.  Grafke.  No;  that  is  not  charged  up  as  parts  of  the  costs. 
That  was  put  in  the  shape  of  a  claim,  and  the  Standard  Steel  Car 
Co.  was  reimbursed  for  those  cars. 

Mr.  Jefferis.  Well,  then,  the  Standard  Steel  Car  Co.  got  them 
in  the  first  instance;  paid  for  them  in  the  first  instance,  didn't  theyt 

Mr.  Grafke.  No.  The  way  that  happened  the  cost  accountant  or 
the  finance  division  is  not — can  not  reimburse  the  Standard  Steel 
Car  Co.  for  automobiles  in  a  cost  plus  contract.  Those  cars  are 
generally  furnished  by  the  quartermasters.  But  the  production  sec- 
tion approved  an  order  to  purchase  two  cars  for  the  officers  of  the 
Ordnance  Department,  and  the  production  division  and  the  inspec- 
tion division,  and,  of  course,  we  would  not  reimburse  them  for  those 
cars,  because  we  did  not  have  any  authority  to  reimburse  them,  and 
we  held  it  up,  and  finally  they  got  the  money  in  the  shape  of  a  claim. 
Those  were  purchased  origiriafly  on  authority  from  the  production 
division,  and  when  they  wanted  their  money,  of  course,  we  couM 
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not  reimburse  them,  so  they  put  it  in  the  shape  of  a  claim  and  got 
their  money  that  way.  They  should  have  applied  to  the  quarter- 
master  division  for  those  cars,  and  the  Government  would  have 
furnished  them  to  them. 

Mr.  Graham.  Were  those  cars  salvaged? 

Mr.  Grafke.  Yes;  they  went  in.  Yes;  they  went  in  with  the  sal- 
vage offer  of  $900j000. 

Mr.  Grahau.  I  think  that  is  all.  There  was  something  else  I 
wanted  to  ask  about,  but  it  will  probably  come  to  my  notice  later. 
That  is  all,  Mr.  Grafke.  Now,  Mr.  Hanna,  if  you  will  take  the  stand 
a  moment. 

TESnUOinr  of  UR.  FRAITCIS  D.  HAinrA— continued. 

Mr.  Graham.  Mr.  Hanna,  we  interrupted  your  examination  yes- 
terday to  ask  some  questions  of  Capt.  Day.  This  committee  has  been 
informed  that  some  presents  were  given  to  some  Government  em- 
ployees by  people  connected  with  the  Standard  Electrical  Engineer*- 
mg  Co.,  a  chest  of  silver,  I  think,  and  an  automobile,  at  a  nominal 
price.    What  do  you  know  about  those  transactions! 

Mr.  Hanna.  Our  division  made  some  investigations  of  those 
charges,  which  we  have  not  yet  completed. 

Mr.  Graham.  Well,  did  you  ascertain  that  the  chest  of  silver  had 
been  given  to  anybody  connected  with  this  governmental  work? 

Mr.  Hanna.  We  obtained  copies  of  reports  made  by  the  plants- 
protection  section,  and  also  from  the  Department  of  Justice  cover- 
ing that  matter. 

Mr.  Graham.  Will  any  public  interest  be  injured,  in  your  judg- 
ment, if  you  detail  the  facts  to  us! 

Mr.  Hanna.  That  is  rather  a  hard  question  to  answer  at  this  time. 
We  have  in  our  files  a  rather  extensive  number  of  reports  covering 
most  of  those  transactions,  and  all  of  them  are  related  more  or  less 
to  this  final  settlement.  So  that  you  will  understand  just  what  I 
mean  by  that  along  about  the  1st  of  May,  I  should  judge,  they  called 
a  meeting  in  the  office  of  the  Department  Intelligence  officer  of  all  of 
the  Government  interests,  that  is,  the  representatives  of  the  Ordnance 
Department,  an  agent  of  the  Department  of  Justice  and  our  office, 
to  see  if  we  could  agree  upon  a  plan  of  cooperation  that  would  get 
all  of  the  facts.  At  that  meeting,  as  I  recall,  there  were  present 
Maj.  Bayliss,  Lieut.  Clark,  Mr.  Miller  of  the  cost-accounting  section, 
Mr.  May,  a  Mr.  Hughes  of  the  Department  of  Justice,  and  Mr.  Vail, 
and  Mr..  Church. 

Following  that  meeting  we  made  a  report  suggesting  that  there 
were  matters  of  grave  importance  to  be  considered  in  connection 
with  this  contract,  matters  that  might  involve  serious  charges  of 
graft  and  fraud,  and  that  our  staff  as  it  was  organized  cotud  act 
merely  as  a  clearing  house  under  its  present  organization,  and  a 
conference  followed  that  meeting,  a  conference  with  Chief  of  Ord- 
nance Eussell,  and  I  think  at  that  time  Mr.  Lyons  was  hia  chief 
assistant.  They  agreed  with  us  that  there  should  be  a  real  investiga- 
tion. It  was  at  that  time  that  Washington  was  informed  that  it  might 
be  necessary  to  expend  as  much  as  $50,000  to  get  at  all  of  these  facts, 
and  apparently  Washington  concurred.  There  was  a  conference  be- 
tween representatives  of  the  Military  Intelligence  Division  and  rep- 
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resentatives  of  the  Ordnance  Department  in  Washington.  The 
Ordnance  Department  suggested  certain  names  of  experts  that  we 
deemed  would  be  necessary  to  report  on  the  engineering  and  t^e 
accounting  issues  involved.  Then  all  at  once  the  attitude  seemed  to 
chan^.  There  seemed  to  be  an  opinion  on  the  part  of  the  Chicago 
district  ordnance  officer  that  while  there  might  have  been  graft  in  the 
shape  of  this  presentation  of  the  automobi^  or  such  details  as  were 
involved,  as  to  whether  it  was  a  presentation  or  not,  and  the  chest 
of  silver  that  you  mentioned,  that  these  were  matters  that  concerned 
the  subcontractor  in  his  relation  to  employees,  rather  than  the  settle- 
ment  of  the  contract;  that  it  would  be  a  matter  for  investigation  and 
punishment  of  the  individual  offender,  and  would  have  no  bearing 
whatever  upon  the  final  settlement  of  the  contract.  So  I  requested 
at  that  time  that  in  order  to  make  our  record  clear  that  our  office  be  so 
informed  in  writing,  and  that  was  the  occasion  of  the  letter  that  was 
mentioned  at  the  time  Capt.  Day  testified. 

Mr.  Graham.  Do  you  have  that  letter  with  you? 

Mr.  Hanna.  Yes,  sir. 

Mr.  Graham.  Let  me  have  it  please.  [Hands  letter  to  Mr. 
Graham.} 

Mr.  Graham.  The  letter  that  the  witness  now  refers  to  is  a  letter 
written  by  the  Chicago  district  ordnance  office,  signed  by  Mr.  E.  A. 
Russell,  and  which  I  will  have  put  into  the  record  now. 

(The  letter  referred  to  is  as  follows:) 

Ordnarcb  Dd-abtubtit, 
OmcE  or  Obdnance  Dibtbktt  Chi^, 

Chicago,  III.,  July  1,  1919. 
From :  Ghlcaeo  District  OidoBiice  OflBce. 

To;  Tbe  Department  Intelligence  Officer,  230  Bast  Ohio  Street,  CIilcaiM,  111. 
Subject:  Standard  Steel  Gar  Go.  (D.  M.  I.  File  No.  M.  I.-18,  10104-648). 

1.  This  office  acknowledges  receipt  of  your  letter  of  July  1,  1919.  In  r^ard 
to  tbte  Standard  Steel  Car  Co.  contract  for  240  mm.  howltser  carriages. 

2.  Ttda  office  Is  of  the  belief  that  It  Is  and  has  been  tor  some  time  in  posses- 
sion of  all  the  facts  connected  witb  this  contract,  IncludlnK  those  in  regard  to 
which  there  may  be  some  evidence  or  suspicion  of  graft  or  fraud. 

S.  This  ofOce  also  believes  that  any  further  Investltntlon  of  the  contract 
for  the  purpose  of  uncovering  evidence  of  additional  fraud  or  graft  is  unneces- 
sary. As  soon  as  the  Chicago  district  ordnance  office  was  established,  steps  were 
taken  to  get  Id  thorough  touch  with  tbe  situation  at  Hammond,  and  as  soon 
as  possible  representatives  of  the  Ordnance  Department  of  the  highest  integ- 
rity and  with  long  boBlness  experience  were  placed  on  duty  there.  These 
rc^reeentatlves  have  In  the  natural  course  of  business  become  familiar  with 
all  of  the  angles  of  the  contract,  and  have  kept  In  constant  touch  with  this 
office. 

4.  The  company  has  now  filed  Its  claim  on  the  contract,  and  we  are  In  a 
position  to  settle  It  and  protect  the  Oovemment's  interests. 

5.  Tour  Interest  in  this  matter  Is  understood  and  appreciated,  and  If  In  coming 
to  an  agreement  with  the  company  further  evidence  of  graft  or  fraud  Is  dis- 
covered you  can  rest  assured  that  It  will  be  presented  to  you  promptly.  In 
tbe  meantime  and  under  present  conditions  we  feel  that  we  can  satisfactorily 
handle  and  close  the  entire  transaction. 

"E.  A.  Rdsbell, 
Ordnance  District  Chief. 
A  true  copy. 

RooBB  S.  Day,  Captain,  Infantm. 

Mr.  Hanna.  I  think  that  it  is  only  fair  to  call  attention  to  the 
initials,  showing  that  that  letter  was  dictated  by  "  E.  S.  H."  That 
would  indicate  that  it  was  dictated  and  signed;  dictated  by  Col. 
Hughes,  and  signed  by  Mr.  Russell. 

b,,, ,.,,,,» Google 
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Capt  Dat.  That  does  not  appear  on  this  copy. 

Mr.  Hanna.  Yes. 

Capt.  Day.  Where? 

Mr.  Hanna.  It  is  the  "War  Department  number. 

Capt.  Day.  Oh,  yes;  it  does. 

Mr.  Graham.  I  have  a  copy  of  a  tele^rram,  siffned  Crockett,  dated 
July  2, 1919,  which  I  call  to  your  attention.  The  telegram  seems  to 
refer  to  this  same  matter.  What  do  you  have  to  say  about  this 
telegram!    Is  that  a  copy  of  the  teleeram  that  is  in  your  files! 

Mr.  Hanna.  Tes ;  this  is  a  copy  or  a  telegram  in  our  files,  which 
'was  sent  in  answer,  as  I  recollect  now,  to  a  message  of  even  date, 
from  the  Director  of  Military  Intelligence,  asking  for  the  status 
of  the  Standard  Steel  Car  investigation. 

Mr.  Graham.  Do  you  know  who  sent  that  -message  that  is  signed 
Crockett! 

Mr.  Hanna.  I  am  not  positive,  but  probably  it  was  dictated  by 
me ;  if  not,  by  Capt.  Day. 

Mr.  Graham.  Can  you  show  the  captain,  and  settle  between  your- 
selves which  one  of  you  sent  that  message! 

[Handing  telegram  to  Capt.  Day.] 

Capt.  Day.  I  uiink  Mr.  Hanna  sent  it. 

Mr.  Graham.  Yes.    Well,  let  the  message  go  into  the  record  here, 

(The  telegram  referred  to  is  as  follows :) 

Chicago,  Jvlv  t,  1919, 
lAuxiAYr.  Wathington: 

No.  42«,  July  2. 

Re  telegram  Jane  28,  your  file  M.  I.  18,  10104-5480.  Chief  of  Ordnance 
flatlafled  of  ability  to  fully  protect  Oovernment's  tnteresta  Id  case.  Has  had 
facts  contained  In  our  flies  before  tiim  for  Beveral  montlia.  Believes  further 
tnveetlKation  for  evidence  of  additional  fraud  unnecessary  and  that  unless  new 
revelations  are  encountered  In  consideration  of  the  company's  claim  that  do 
further  Investigation  Bhould  be  made  now.    Id  this  we  coDcur.    Letter  follows. 

•   CaOCEXTT. 

Mr.  Graham,  In  that  message  you  say,  "  In  this  we  concur."  Do 
you  mean,  Mr.  Hanna,  that  you  concur  in  the  belief  that  it  was  not 
necessary  to  investigate  this  matter  any  more! 

Mr.  Hanna.  Decidedly  not. 

Mr.  Graham.  But  you  mean  that  under  the  circumstances,  and  in 
view  of  the  attitude  taken  by  the  various  departments,  and  in  view 
of  the  fact  that  your  force  had  been  reduced,  that  you  concurred;  is 
that  the  situation! 

Mr.  Hanna.  Yes,  sir.  With  the  idea  that  if  they  did  not  protect 
the  Government's  interests  fully,  that  we  would  have  plenty  of  time  to 
come  in  any  make  our  investigation  and  our  findings. 

Mr.  Graham.  Yes.  Now,  I  think  I  have  covered  what  I  wanted 
to  go  over.  By  the  way,  Mr.  Hanna,  you  have  not  told  us  just  ex- 
actly— now,  unless  there  is  some  good  reason  to  the  contrary,  I  wish 
you  would  just  tell  us  in  a  brief  way,  did  somebody  in  that  Standard 
Electrical  Engineering  Co.  give  some  Government  employee  a  chest 
of  silver! 

Mr.  Hanna.  Yes,  sir. 

Mr.  Graham.  About  when  was  that! 

Mr.  Hanna.  I  would  say  it  was  over  a  year  ago. 

Mr.  Graham.  Did  you  people  make  them  give  it  backt 

Mr.  Hanna,  No;  we  had  no  part  in  that. 
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Mr.  Graham.  Do  you  know  whether  they  did  give  it  back  ? 

Mr.  Hanna.  It  was  reported  that  they  did.  I  could  prepare  a 
memorandum  that  might  serve  the  purpose  of  this  committ«e  cover- 
ing those  points,  I  thiiik.  without  doing  any  damage  to  the  case. 

Mr.  Graham.  All  right.  Now,  I  think  you  better  do  that  and 
insert  it  in  the  record  here  at  this  place,  to  ^ve  us  as  much  informa- 
tion as  you  think  ought  to  be  made  public,  so  that  we  can  get  a  gen- 
eral idea  of  it,  but  reserving  to  yourself  such  evidence  as  you  think 
might  help  some  guilty  person  to  escape  punishment,  which  we  do 
not  want  to  do,  of  course. 

(The  memorandum  referred  to  is  as  follows:) 

Wab  Defabtuent, 
Heaimjuartebs  Centbai.  Depabtuekt. 

Chicago,  October  23.  I9t9. 
Fmm:  Prnnds  D.  Hannn,  aKent  tn  chance  graft  and  fraud  iwctlon,  Military 
Intelligence    Dlvlnlon,    CPtitral    Department    HesdquB iters,    230  East   Ohio 
Stm-t,  rhlcflgo.  111. 
7o:  Hon.  William  J.  Graham,  chairman  ordnance  subcommittee  Select  Commit- 
tee nn  War  Department  Expenditures,  Washington,  D.  C. 
Subject;  Sinnderd  Steel  Cfli-  Cki.  Invest! gatlon. 

1.  The  following;  Information  Is  furnished  to  your  committee  in  compliance 
with  your  request  to  the  writer  while  a  witness  before  yoa  In  Chicago  October 
21.  1919. 

2.  The  Information  Is  taken  from  a  report  by  E.  Hughes,  agent.  Bureau  of 
Investlzatlon,  Department  of  Jiistloe.  for  the  period  of  November  15,  1918,  to 
November  IT,  1918,  anil  whs  supplied  to  this  ofllee  through  an  arrangement 
wltb  the  division  superintendent.  Bureau  of  Investleatlun,  Department  of  Jus- 
tice. Chlcafco.  It  Is  not  a  sworn  statement.  The  report  states  that  Hughes 
went  to  Hammond  November  7  and  remained  until  November  12,  1618.  Affl- 
<}avlts  referred  to  presumably  are  on  file  at  the  Bureau  of  Investigation,  I>^Hirt- 
ment  of  Justice.  Chicago. 

3.  In  answer  to  your  question  asking  for  details  of  the  transaction  Involving 
the  presenlatloa  of  a  chest  of  silver  to  Angust  Schneider,  the  following  excerpt 
from  axent  Hughes's  report  Is  submitted : 

"Affidavits  on  file  show  that  on  June  8  a  check  was  drawn  for  $600,  a  large 
part  of  which  was  used  by  W.  H.  Crawford  In  buying  from  Marshall  Field  & 
Co.  a  set  of  silverware  which  It  is  admitted  was  given  to  the  wife  of  August 
Schneider  within  a  day  or  two.  Schneider  makes  a  statement  that  Immedi- 
ately upon  his  learning  in  the  evening  that  the  set  had  arrived  he  went  to  the 
home  of  Mr.  Crawford  and  explained  to  him  that  because  of  their  business  rela- 
tions It  would  he  Improper  for  Schneider  to  accept  this  present.  Notwith- 
standing this  claim  that  he  felt  so  strong  about  the  matter  that  he  Immediately 
declined  to  accept  the  present,  bis  affidavit  further  states  that  he  left  It  to  his 
wife  to  have  the  gift  returned,  and,  in  the  language  of  bis  affidavit  of  July  29, 
1918,  said : 

" '  I  tlien  dismissed  the  matter  from  my  mind  until  a  few  days  ago,  when  my 
wife  told  me  Mrs.  Crawford  had  called  at  my  house  and  taken  the  sliver  set 
away." 

"As  noted  previously  In  this  report,  Schneider's  punctiliousness  does  seem  to 
have  prevented  bim  from  accompanying  Toncey  when  the  latter  bought  his 
automobile  and  acting  as  his  aid  In  putting  through  the  deal  In  which  both 
Miller  and  Crawford,  of  the  Electric  Co.,  participated,  although  Miller's  testi- 
mony is  that  It  was  purely  a  personal  proposition.  It  is  also  significant  that 
the  testimony  also  shows  that  Toucey.  Mr.  and  Sirs.  Schneider,  and  Mr.  and 
Mrs.  Crawford  spent  a  great  part  of  a  check  for  $150  drawn  by  the  Standard 
Electric  Co.,  and  this  money  was  used  In  going  to  the  theater,  etc. 

"  It  will  be  recalled  that  the  checking  of  the  accounts  of  the  Standard  Elec- 
tric Co.  wos  commenced  on  July  16,  and  this  set  of  sliver  was  returned  to 
Uarshall  Field  within  a  few  days  afterwards,  and  on  July  18  a  telephone  call 
was  received  by  Marshall  Field  &  Co.,  Chicago,  111.,  requesting  that  they  call 
for  silverware  and  engrave  it  K.  O. 

"  In  his  affidavit  Mr.  Crawford  did  not  go  Into  detail  as  to  when  the  sliver 
was  returned,  but  he  does  state  that  he  did  consider  it  perfectly  legitimate.  In 
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view  of  the  many  courtesies  extended  to  him  by  Schneider,  for  him  to  show  hi» 
appreciation  by  making  this  gift." 

It  Is  my  understanding  that  Schneider  wae  not  a  Govemment  employee,  but 
that  he  was  carried  on  the  Standard  Steel  Car  Oo.'s  pay  roll. 

4.  The  Information  which  you  requested  regarding  the  automobile  transac- 
tion is  supplied  In  the  following  excerpt  h'om  the  same  report : 

"  Lieut.  W.  J.  Toucey  Is  under  the  Jurisdiction  of  the  \Var  Department,  and 
a  part  of  his  duties  Is  the  approval  of  prices  and  vouchers.  He  seems  to  hare 
become  very  friendly  with  Ausust  Schneider,  referred  to  above,  and  with 
Crawford,  active  representative  of  the  Standard  Electric  Co.  in  enconraglns 
this  contract  for  the  electric  InstallatloD.  The  books  of  the  Standard  Electric 
Co.  show  that  on  June  18.  1fll8,  a  check—No.  963,  for  $350— was  made  payable 
to  the  Citizens  National  Bank,  Hammond,  Ind.,  with  whom  the  EHectrlc  Go. 
kept  Its  account. 

"  This  check  was  drawn  by  the  direction  of  W.  H.  Crawford,  and  the  caA 
for  same  was  obtained  by  Duncan.  He  took  It,  as  per  Crawford's  directions,  to 
Edward  J.  Bohllng.  who  runs  an  automobile  sales  agency  at  TOT  Homan  Street. 
Hammond.  Ind.    He  received  a  receipt  rending  as  follows: 

" '  Received  from  H.  W.  Duncan  S350  for  W.  H.  Crawford.    Ed.  J.  Bohllng.* 

"Agent  Interviewed  Bohllng  on  November  12  and  examined  his  booka.  He 
makes  the  following  statement : 

"About  March  19,  1618.  Bohllng  sold  to  Lieut.  Toucey  an  old  Premier  anto- 
mobile  owned  by  J,  C.  Miller.  The  price,  J58T.15  cash.  Bohllng  got  $25.  He 
does  not  state  how  Toucey  paid  the  cash.  On  June  16,  1918,  Bohling  sold 
Toucey  a  new  Chevrolet  sedan  for  $1,150,  which  Included  insurance,  freight, 
and  war  tax.  His  sales  sheet  shows  the  purchase  piice  was  taken  care  of  ts 
follows : 

Allowance  on  Premier $500 


1,180 

"  Bohllng  states  that  the  full  purchasing  price  has  now  lieen  paid.  \  few 
days  before  the  sale  wiis  completed  Toucey  and  August  Schneider  culled  mi 
Bohling.  Bohllng  states  that  he  already  knew  that  the  crank  case  of  the  old 
Premier  machine  was  broken,  which  made  It  of  very  little  value.  He  does 
not  know  where  he  got  the  Information  the  case  had  l>een  broken.  He  there- 
fore told  Toucey  that  he  could  not  allow  more  than  tl50  for  the  car.  August 
Schneider  called  up  Miller  or  Crawford — Bohllng  does  not  know  which— 
and  when  he  was  through  talking  said  that  Miller  did  not  want  Toncey  to 
feel  that  he  was  '  stuck.'  Also  that  Miller  did  not  want  Toucey  to  know 
that  he  was  making  good  the  depreciation  of  the  car  In  the  value 

"  Schneider  then  sn^ested  that  Bohllng  allow  Toucey  ISOO  for  the  Premier, 
promising  that  Mr.  Miller  or  Mr.  Crawford  would  send  the  $350  direct  to 
Bohling  without  Toucey's  knowledge.  It  was  agreed  that  $350  should  be 
paid  the  next  day  after  which  the  car  should  he  delivered. 

"  Bohllng  recalls  receiving  the  money  from  Duncan,  wbo  was  a  stranger 

"After  the  conversation  above  outlined  Schneider  and  Bohllng  wwit  to 
Toucey  and  offered  to  allow  him  $500  on  the  Premier.  Agent  did  not  con- 
sider It  advisable  to  Interview  any  of  the  persons  included  in  this  transaction 
except  Bohling  and  Duncan.  Duncan  seemed  to  know  very  little  about  the 
transaction,  but  did  give  Uie  information  that  this  was  the  only  Instance 
that  cash  from  the  Standard  Electric  Co.  was  drawn  for  the  benefit  of  Miller. 
The  file  of  the  plant  protection  bureau,  however,  contains  the  aBldavit  of 
W.  H.  Crawford,  who  slates  that  opon  Instructions  of  Mr.  Miller  he  authorUed 
the  drawing  of  a  check  for  $350  and  Its  payment  to  Bohling. 

"  Incidentally,  agent  notes  that  August  Schneider,  who  participated  in  this 
deal,  and  whose  wife  was  given  a  silver  set  as  detailed  In  the  subsequent 
part  of  this  report,  and  who  swore  that  he  very  promptly  refnsed  this  gift, 
seems  to  have  taken  a  vpry  prominent  part  In  this  transaction,  which  occurred 
about  10  days  after  he  claims  he  turned  down  the  gift 

"H,  C.  Miller,  who  it  would  Beem  ought  to  have  handled  this  matter 
personally.  If  ii  was  a  personal  matter,  states  that  he  very  reluctantly  sold 
the  car.  asking  a  higher  price  for  It  than  would  have  been  done  otherwise; 
that  he  In  fact  discouraged  the  sale  of  the  car  to  Toucey.     He  felt  that  he 
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bad  taken  advantage  of  Toucey  in  b«111dk  the  car,  bnt  was  unable  to  get 
Touoey  to  discuss  tbe  matter  and  therefore  unable  to  make  Toucey  a  direct 
proposition.  He  discussed  tbe  matter  with  Mr.  Crawford,  stating  that  he 
was  willing  to  make  any  reasonable  allowance.  Later,  he  was  advised,  he 
does  not  say  by  whom,  that  a  check  for  $350  had  been  drawn  and  the  money 
dellTered  to  Mr.  Bohllng.  He  disclaims  making  any  arrangement  with  either 
Toucey  or  Bohllng.  His  story,  of  course.  Is  bard  to  believe.  If  he  did  not 
want  to  sell  the  car  to  Toucey  he  would  not  have  sold  It  to  him.  If  he  had 
not  wanted  to  sell  It  In  Hammond  he  Would  hardly  have  put  it  In  the  hands 
of  Bohllng,  as  Bohllng  is  a  Hammond  dealer.  If  he  regarded  It  as  a  purely 
personal  matter  he  would  not  tiave  left  the  matter  In  tbe  liands  of  Mr. 
Crawford,  the  active  representative  of  the  rfectric  company  Id  its  relations 
with  the  GoTermnent  through  car  company.  If  he  did  It  to  '  square  bim- 
self'  with  Toucey  (whom  .he  says  Is  not  aware  of  this  amount  paid  to  bis 
account)  it  would  only  l>e  reasonable  to  expect  him  to  be  sure  that  Toucey 
did  know  It  so  that  MiUer  might  have  bis  good  opinion. 

"  Tbere  Is  no  statement  on  record  of  August  Schneider  as  to  bis  connection 
with  the  transaction.  Toucey  in  Us  statement,  which  Is  also  on  file  in  the  Mili- 
tary Intelligence,  states  that  he  bought  a  car  from  Miller  aud  found  It  was  de- 
tective; then  proceeded  as  follows: 

" '  I  was  to  turn  In  a  Premier  and  give  Mr.  Bohllng  check  for  $200  at  the 
time  of  purchase.  Then  on  the  19tb  of  every  month  thereafter  I  was  to  give' 
him  flOO,  etc.  I  am  under  the  Impression  tliat  the  Premier  was  turned  In  for 
$500,  and  that  the  difference  between  the  selling  price  of  the  Chevrolet  and  ttie 
cash  paid  and  to  be  paid  will  be  $15,  which  I  am  under  the  Impression  Mr. 
Boliling  was  going  to  cut  down  on  his  commission  to  allow  for  this  difference.' 

"Ag^t  examined  the  account  of  Toucey  at  the  First  National  Bank,  at 
Hammond.  Ind.,  and  found  that  his  total  deposits  for  a  little  over  a  year 
amounted  to  about  $4,700;  that  Included  $1,100  which  he  deposited  about  the 
time  that  be  bought  $1,000  worth  of  tbe  fourth  Liberty  Irands.  He  apparently 
has  an  account  with  the  Fifth  Avenue  Bank,  New  York  City.  He  claims  to  be 
a  man  of  wealth.  This  transaction,  it  will  be  noted,  did  not  occur  until  many 
months  after  the  original  order  was  placed,  but  it  was  about  10  days  after 
tbe  time  that  August  Schneider's  wife  was  given  the  silver  set,  and  August 
Schneider,  according  to  Bohllng's  testimony,  telephoned  either  Miller  or  Craw- 
ford to  get  the  allowance  for  Toucey." 

FaAncis  D.  Hanka. 

Mr.  Graham.  Were  these  persons  who  received  these  gratuities 
persons  who  had  something  to  do  with  the  negotiation  or  settlement 
of  these  claims? 

Mr.  Hanna.  No,  sir. 

Mr.  Graham.  Well,  I  think  the  information  you  can  get  in  » 
memorandum  and  put  in  the  record  *ill  probably  make  it  unneces- 
sarv  for  me  to  ask  further  questions  about  this  matter. 

Mr.  Ghahah.  I  will  call  your  attention  to  this  copy  of  statement^ 
Mr.  Hannah,  and  ask  you  to  look  at  it  [handing  witness  a  paper].  Do 
you  know  whether  that  is  a  copy  of  a  statement  that  was  made  by 
Col.  Arison  in  connection  with  this  investigation? 

Mr.  Hannah.  This  statement  was  made  in  Washington,  and  Capt. 
Metcalf  will  be  here  to-morrow  to  identify  it  I  don't  know  what 
it  is,  only  from  him. 

Mr.  Graham.  The  statement  that  the  witness  has  been  discussing- 
is  called  "  Memorandum  for  Capt.  Metcalf,"  dated  October  7,  1919^ 
subject,  *'  Article  in  the  Chicago  Tribune,"  and  signed,  "  E.  A.  Ari- 
son, colonel.  United  Stat^  Army." 

Which  said  paper  above  referred  to  is  in  words  and  figures  as  fol- 
lows,  to  wit : 

OcTonrai  7,  1919. 
Memorandum  for  Capt  Metcalf. 
Subject:  Article  In  Chicago  Tribune. 
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btiog  tbe  first  time  I  bad  seen  same.  He  asked  for  sacb  explanation  as  I  mlgbt 
be  able  to  glre  as  to  the  general  facts  surrounding  the  settlement  of  the  claim 
under  discussion. 

At  the  time  of  tbe  flUng  of  this  claim,  tbe  exact  date  of  which  I  do  not  now 
recall.  I  was  a  member  of  the  Chicago  Ordoaoce  Claims  Board,  and  was  pres- 
«Dt  at  tbe  time  Mr.  Hansen,  Mr.  Corey,  and  Mr.  Jenks  presented  tlie  same. 
Our  first  Impression  on  noting  the  amount  of  *6,700,000  was  o(  great  surprise 
that  they  should  expect  any  such  settlement  of  their  contract.  However,  as 
time  went  on.  and  in  the  pressure  of  other  matters,  such  consideration  was 
given  this  matter  as  was  possible.  It  very  quickly  developed  that  Instead  of 
lielng  a  claim  of  $6,700,000  It  was  e  statement  of  all  Oovemment  relations  up 
to  date.  It  was  found  that  this  amount  Included  all  matters  regularly  voucb- 
erable;  it  Included  the  determined  proflt  of  $4,000  per  carriage  on  200  carriages 
■complete.  These  two  items  alone  aggregated  approximately  $2,700,000.  It  wlU 
be  seen  that  these  were  Immediately  eliminated. 

About  this  time  Col.  E.  S.  Hughes  was  detailed  as  armament  oflicer  of  tbe 
-central  division,  and  at  the  direction  of  E.  A.  Russel,  ordnsoce  district  chii^f 
and  chairman  of  the  claims  board,  Col.  Hughes  was  loaned  to  the  district  board 
by  the  ordnance  claims  board  for  the  purpose  of  assisting  Id  the  settlement  of 
this  above-mentioned  claim,  largely  for  tlie  reason  that  Col.  Hughes  had  been 
thoroughly  familiar  with  the  contract  from  the  time  of  Its  Inception  to  the  time 
wlien  the  district  office  toolc  it  up.  He  was  also  familiar  with  the  coDdltloos  at 
the  plant. 

After  a  long  period  for  consideration  and  analysis,  Col.  Hugbca  determined 
that  the  minimum  that  we  could  suggest  as  a  settlement  amount  to  tbe  Stand- 
ard Ste<>l  Car  Corporation  was  $2,429,000,  and  of  this  amount  $800,000  was 
proflt  determined  by  the  contract  for  complete  carriages,  approximately  $850,000 
-was  proflt  determined  under  the  act  of  March  2  and  the  proposed  contract, 
which  specified  10  per  cent  proflt  on  materials  in  process  at  the  plant  of  the 
prime  contract  and  5  per  cent  on  materials  in  process  at  tbe  plants  of  sub- 
contractors. Tbe  balance  was  made  up  of  elements  of  cost  In  the  claim  of  the 
■contractor,  and  did  not  contain  any  consideration  of  the  schedules  set  up  by 
the  contractor  for  prevented  or  anticipated  profits.  The  Standard  Steel  Car  C«i. 
were  notified,  through  their  representative,  Mr.  Corey,  In  an  Informal  way,  that 
this  amount  was  all  tbat  the  district  organlaztion  could  see  in  their  claim. 
The  Standard  Steel  Car  Co.  returned  with  a  request  for  a  detailed  conference 
«nd  proposed  a  new  Rtntement  as  of  the  then  date  of  the  different  schedules  and 
timounts.  This  amount  In  total  wns  approximately  $3,000,000.  In  the  discus- 
sion of  the  various  Items  of  the  schedules,  as  the  minutes  oC  the  meeting  will 
show,  both  Col.  Hughes  and  myself  made  efforts  to  stipulate  expressly  that  the 
l>olnt3  being  determined  were  points  of  principle  and  not  amount.  CoL  Hughes 
reviewed  this  set  up,  and  in  an  effort  to  arrive  at  the  final  amount  on  which  we 
«ould  acbleve  a  settlement  of  the  matter  In  dispute,  still  being  governed  by  Qie 
provisions  set  forth  by  the  War  Department  plun  for  settlement,  an  amouuc 
totaling  approximately  $3,070,000  wns  reached. 

The  next  thing  to  be  considered  was  the  disposition  of  the  buildings,  fadil- 
ties,  and  materials.  Col.  Hughes  then  oflered  a  settlement  of  $2,750,000,  with 
provision  tbat  the  Standard  Steel  Car  Co.  should  make  a  bid  for  tbe  buildings 
and  equipment  which  remained,  as  Oovernment-owned  property,  on  tbe  land 
of  the  contractor  and  Interspersed  among  his  own  buildings.  Up  to  this  time 
we  had  not  given  thorough  consideration  to  tbe  disposition  of  raw  materials  or 
the  dismantling  of  tbe  plant  erected  for  the  purpose  of  tbe  contract,  deeminc 
It  would  be  the  work  of  the  Salvage  Board. 

However,  as  the  case  proceeded  and  all  phases  were  developed,  it  became 
very  evident  that  other  elements  of  claim  or  expense  would  stlU  be  left  if  we 
■did  not  acbleve  a  disposition  of  the  raw  materials  as  well  as  of  buildings  and 
facilities  In  tbe  settlement  of  tbe  claim.  Standard  Steel  Car  Co.  refused  to 
^xmslder  tbe  $2,750,000  offer  and  a  final  "  take  it  or  leave  it  "  oiter  of  $3,000,000 
m  full  and  final  settlement,  with  the  provision  that  they  must  luake  a  salvage 
<iffer  which,  in  the  opinion  of  the  board,  could  be  presented  to  Washington  for 
'  approval  with  conviction  tbat  It  was  an  offer  acceptable  and  desirable  to  tbe 
Government.  Tbe  prime  contractor  agreed  to  this  amount  of  $3,000,000  and 
offered  and  agreed  to  cooperate  with  the  Government  offlclals  of  the  plant  in 
-determining  an  amount  of  salvage  on  which  to  base  their  offer. 

The  district  office  requested  the  assistance  of  Its  chief  of  staff.  Sir.  J.  H. 
Palmer,  and  later  of  Messrs.  J.  A.  Vatl,  chief  production  officer  at  the  plant, 
4ind  Mr.  James  A.  Church,  his  assistant.    All  three  of  these  men  have  bad  wide 
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nmnufacturtDK  and  buslneeB  experience.  Mr.  Vail  and  Mr.  Cburcb  set  up  an 
estimate  of  $947,000  as  an  amount  which  would  be  equitable  for  the  Oovem- 
ment  to  accept  In  full  for  all  Qoverament-owned  material  and  equlpuient  at 
the  plant.  Standard  Steel  Car  Co.  offered  $000,000.  Mr.  Palmer  secured  an 
eatlmate  offer  from  an  outside  firm  of  $600,000  for  the  material  alone,  on  whlclL 
the  Standard  Steel  Car  Co.  offered  approximately  $300,000,  but  it  was  not 
within  the  power  of  the  district  board  to  sell  those  materials  to  an  outside 
concern  except  through  the  salvage  board's  procedure  or  through  the  mediation 
of  the  Standard  Steel  Car  Co.,  who  refused  so  to  act.  It  was  exceedingly 
undesirable  for  the  board  to  refuse  the  Standard  Steel  Car  Go.'a  offer  of 
$300,000,  for  the  reason  that  any  other  procedure  would  have  involved  in  all 
probability  a  minimum  of  six  months,  under  the  very  best  circumstances  at 
$25,000  a  month  occupancy,  or  approximately  a  total  of  $150,000  and  a  con- 
tiQuance  of  the  Government  expense  at  the  plant  through  this  period,  which  was- 
$50,000  per  month, -or  a  total  of  $300,000. 

It  wIll^thuB  be  seen  that  the  offer  of  the  Standard  Steel  Car  Co.,  coupled 
with  the 'saving  by  act.'eptanee  of  $450,000,  exceeded  materially  even  the  offer 
which  Palmer  secured  outside.  In  addition,  the  sale  of  buildings  to  the  Stand- 
ard Steel  Car  Co.  as  a  whole  affected  a  saving.  Large  quantities  of  materials^ 
SQch  as  spare  parts  and  pieces  In  process  were  requisitioned  for  the  Watertown 
Arsenal,  besides  which  quantities  of  machinery  have  been  requisitioned  for 
shipment  to  arsenals.  Our  rehabilitation  and  removal  expenses  are  eliminated 
by  the  settlement.  All  expenses  for  auditing  which,  even  In  the  opinion  of 
Ur.  Blakey,  admittedly  would  take  six  months,  and,  in  the  opinion  of  the 
writer,  would  take  a  year  before  it  would  be  completed ;  these  have  been  elimi- 
nated by  the  settlement. 

All  phases  of  the  subject,  particularly  those  with  regard  to  what  it  wonld 
cost  the  Oovemment,  pending  a  delay  In  settlement  of  this  luporant  contract, 
were  given  thorough  consideration  by  the  district  board  in  reaching  their 
decisions. 

Mr.  Blakey,  from  the  l>eglonlng  of  my  assodatlon  with  the  Chicago  office  in 
April,  1918,  was  continually  operating  in  a  negative  way  relative  to  thlng» 
that  Government  officials  were  doing,  and  at  one  time  I  was  requested  to- 
remove  him.  It  was  aiy  opinion  that  he  was  a  good  accountant,  that  be  was  con- 
scientious In  his  efforts  to  consene  the  Government  Interest,  but  that  he  waa 
merely  dwarfed  by  environment,  and  did  not  have  the  ability  to  grasp  the- 
whole  achievement  of  tblngs;  but,  however,  that  he  was  continually  addicted 
to  arrogating  the  impulsive  right  to  Judge  on  the  assumption  that  he  knew  all 
phases  of  the  question.  Knowing  his  fallings,  we  thought  it  best  to  keep  him 
In  the  work  by  always  giving  such  consideration  to  the  work  as  might  not  he- 
available  to  Mr,  Blakey  at  the  time  of  discussion.  Looking  toward  a  settlement 
of  claim.  I  took  up  the  matter  of  the  items  sheet  shown  as  elements  of  claim, 
and  did  discuss  same  with  Mr.  Blakey  and  also  with  Mr.  Miller,  manager  of 
cost  accounting.  Both  expressed  themselves  to  the  writer  as  satisfied  with 
the  method  being  used,  and  Mr.  Blakey  personally  submitted  to  the  writer  a  list 
taking  np  each  scheduled  item  and  stating  that  there  was  no  item  that  could 
not  be  verified  except  certain  ones  that  had  to  be  negotiated. 

It  is  the  opinion  of  the  writer  that  Mr.  Blakey  Is,  as  la  stated  before,  sincere, 
but  with  a  viewpoint  bounded  by  the  edge  of  his  cost-accounting  sheets.  His 
actual  knowledge  of  the  terms  of  the  settlement  Is  shown  by  his  statement  that 
the  board  sold  materials  to  the  Standard  Steei  Car  Co,  for  $200,000  which 
could  have  been  sold  to  outside  firms  for  $e00,000.  This  I  have  explained  Id 
the  previous  paragraplis.  The  offer  we  received  was  $800,000,  not  $200,000. 
The  whole  thing  bolls  down  to  this;  That  the  settlement  was  a  negotiated  set- 
tlement, first ;  that  the  Standard  Steel  Car  Co.  could  not  be  assumed  to  set  np 
Items  of  cost  which  it  was  not  prepared  to  substantiate ;  second,  that  we  would 
In  the  first  Instance  eliminate  any  Item  which  assumed  to  be  anticipated  profits, 
taking  elements  of  cost  which  were  absolutely  preBcrlt>ed  by  the  War  Depart- 
ment procedure;  that  determining  elements  of  claim  was  only  half  of  the  set- 
tlement, from  the  Government's  viewpoint,  unless  we  could  dispose  of  the 
buildings,  material,  and  facilities  for  which  it  had  no  further  use ;  and  where, 
in  the  consideration  of  the  remaining  Items,  the  cost  ensung  to  the  Govern- 
ment was  thoroughly  considered. 

At  the  time  the  district  organizations  reported  an  agreement  with  the- 
Standard  Steel  Car  Co,  of  the  above-outlined  terms  of  settlement,  we  arranged 
that  Col.  Hughes  should  come  to  Washington  and  confer  with  Gen.  Williams, 
and  Gen.  Pierce,  chairman  of  the  ordnance  claims  board,  and  Mr.  Ehnr,  of  tiie 
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Wat  DepartmeDt  claims  board.  As  a  result  of  this  Tlslt.  It  wae  arranged  by 
Mr.  Dorr  that  CoL  Hogbes  Bbould  return  to  Chicago,  and  with  him  should  go 
0)l.  McParland,  representing  the  ordnance  claims  board;  Col.  Reevea,  repre- 
senting the  War  Department;  Mr.  Safberg;  and  Col.  Hodge,  ctvlUan,  all  rep- 
resenting the  War  Department  board  or  technical  advisory  board.  These 
gentlemen  met  In  conference  at  the  Standard  Steel  Car  Co.  plant.  Messrs. 
Vail,  Church,  and  Blakey  being  present  at  the  conference.  Tbe  next  day  they 
convened  in  tbe  Chicago  district  ordnance  office,  and  during  the  procedure  CoL 
Hughes  advised  me  that  Mr.  Blakey  had  called  CoL  McFarland  out  of  the 
conference  and  told  him  tbat  the  claim  had  Dot  been  audited,  thus  cireatlng  in 
the  mind  of  Col.  McFarland  the  Idea  tbat  something  was  going  on  notsccord- 
Ing  to  t^egular  procednre. 

I  called  Mr.  Blakey  tn  conference  with  Col.  Hughes  and  myself,  and  asked 
him  just  what  he  was  driving  at,  and  In  the  course  of  the  conference  he  said 
that  Col.  Hughes  had  Insulted  him  on  the  preceding  day.  On  further  inquiry. 
Col.  Bugbes  being  Ignorant  of  tbe  Insult.  Mr.  Blakey  said  that  In  the  course 
of  discussion  that  Col.  Hughes  had  made  the  statement  that  some  Item  of 
the  claim  had  been  audited ;  Mr.  Blakey  thereupon,  made  the  statement  that 
this  item  had  not  been  audited.  Col.  Hughes  made  some  statement  tbat  the 
first  time  he  had  heard  tbat  this  had  not  been  audited  was  when  Blakey  "  let 
loose."  Blakey  for  some  reason  or  other  considered  that  Hughes's  state- 
ment, "  let  loose,"  was  Insulting  to  him.  Col.  Hughes  then  apologised  to  Blakey 
for  any  Injury  to  bis  feelings  whlcb  a  misconception  of  bis  words  may  bave 
caused.  Blakey  then  acknowledged  In  the  presence  of  Col  Hughes,  CoL  Mc- 
Farland, and  myself  that  he  had  previously  submitted  a  letter  telling  of  the 
r^^larity  of  this  claim,  and  tbat  same  "could  be  verlfled." 

This  was  tbe  end  of  tbe  affair,  so  far  as  the  writer's  knowledge  Is  concerned, 
until  be  was  later  notified  that  an  article  bad  been  published  by  Blakey.  If 
Blakey  and  Milter  have  instigated  the  newspaper  articles.  It  Is.  in  the  opinion 
of  the  writer,  very  evident  that  they  are  not  really  familiar  with  Uie  facta; 
and  also  without  any  appreciation  of  the  decisions  and  attitude  of  the  War 
Department,  as  outlined  in  their  procedure,  providing  for  tbe  settlement 
equitably  to  the  Government  and  to  the  prims  contractors. 

B.  E.  Abisor, 
Colonel,  UnUed  Btatet  Army. 

Mr.  Graham.  Now,  I  think  that  is  all,  Mr.  Hanna. 

Mr.  Garrbit.  Did  ^ou  receive  any  communications  suggesting 
a  cessation  of  your  activities  from  any  other  source  than  the  Chicago 
district  office? 

Mr.  Hanna.  No,  sir. 

Mr.  GARRirrT.  Nothing  came  from  Washington  direct? 

Mr.  Hanna,  No,  sir. 

Mr.  Gakrett.  The  telegram  which  you  have  placed  in  the  record, 
was  an  answer  received  to  that  from  Washington  or  do  you  remem- 
ber?   The  telegram  in  which  you  advised 

Mr.  Hanna.  I  think  there  was  no  answer  to  that,  I  should  say 
that  our  office  received  no  answer  to  our  telegram.  I  might  ven- 
ture a  guess  that  the  Ordnance  Department  in  making  its  appro- 
priation for  this  claim  probably  asked  the  military  intelligence 
depao^ment  if  there  was  any  objection,  and  it  may  have  been 
permitted  to  move.     I  can't  thmk  of  any  other  reason. 

Mr.  Garkett.  You  mean  the  telegram  which  you  received  and  to 
which  that  is  the  answer? 

Mr.  Hanna.  Tes,  sir. 

Mr.  Garrett.  The  subject  has  been  placed  in  the  record. 

Mr.  Hanna.  Yea,  sir. 

Mr.  Garrett.  Do  you  know  whether  any  of  the  persons  to  whom 
gifts  are  alleged  to  nave  been  made  were  discharged  from  the  serv- 
ice at  or  about  the  time  you  received  this  letter  signed  by  Mr.  Rus- 
Eell  suggesting  that  they  could  handle  the  matter  and  so  forth? 
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Mr.  Hanna.  I  couldn't  answer  that,  I  don't  know. 

Mr.  Gabkett.  Do  you  know  as  a  matter  of  fact  that  any  were 
discharged  at  any  time  or  removed  from  the  serricel 

Mr.  Haxka.  No,  sir;  they  may  or  may  not  have  been. 

Mr.  Gabrett.  Or  transferred.  ■  Well,  I  guess  I  won't  go  any  fur- 
ther into  that. 

Mr.  Jbfferis.  I  would  like  to  ask  a  question. 

Mr.  Graham.  All  right. 

Mr,  Jbffbhis.  Mr.  Hanna,  do  you  know  whether  or  not  there  was 
anybody  connected  with  the  district  claims  board  here  in  Chicago 
who  was  going  back  and  forward  to  any  considerable  extent  to 
Washington  or  not,  or  New  York,  or  any  of  those  places! 

Mr.  Hanna.  Not  with  the  district  claims  board;  no,  sir. 

Mr.  Jefpbris.  Any  one  that  would  have  anything  to  do 

Mr,  Hanna.  We  would  not  be  apt  to  know  that  in  the  ordinary 
course  of  business.-  They  would  be  going  back  and  forward  from 
time  to  time  without  our  keeping  any  check  on  it. 

Mr,  Jepferis.  Do  you  know  whether  or  not,  say  from  June  on 
there  was  any  going  back  to  Washington  by  any  one  connected  with 
this  settlement! 

Mr.  Hanna.  Not  so  far  as  I  know, 

Mr.  Jetferis.  That  is  all. 

Mr.  Hanna.  That  can  all  be  determined  so  far  as  Government 
representatives  are  concerned,  by  travel  orders,  the  record  of  travel 
orders  issued  by  the  Ordnance  Department,  or  whatever  department 
they  are  located  in. 

TESTnCORY  OF  EUL  J.  SCHMIDT,  HTSTTSTBIAL  ENQHTEEE,  BESID- 
ZNO  AT  CHICAOO,  ZLL. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr,  Graham,  Give  your  full  name  to  the  reporter,  please. 

Mr.  ScHMiuT.  Emil  J.  Schmidt 

Mr.  Graham.  What  is  your  business,  Mr.  Schmidt? 

Mr.  ScHMn>T.  Industrial  engineer. 

Mr,  Graham.  And  you  live  at  Chicago! 

Mr.  ScHMmr.  Tes,  air. 

Mr.  Graham.  Have  you  been  working  in  connection  with  the  work 
at  the  Standard  Steel  Car  Co.  plant? 

Mr.  Schmidt.  Tes,  sir;  I  have. 

Mr.  Graham.  How  long  have  you  been  there? 

Mr.  Schmidt,  I  have  bren  there  21  months  starting  June  16, 1918. 

Mr.  Graham.  So  you  have  had  a  pretty  fair  opportunity  to  ob- 
serve the  conduct  of  that  plant! 

Mr.  ScHMnjT.  I  have  during  the  whole  time. 

Mr.  Graham.  What  have  you  observed  as  to  the  way  they  have 
been  carrying  on  their  operations  down  there;  have  they  been  effi- 
cient so  far  as  you  have  observed  them,  or  is  the  opposite  the  case! 

Mr.  Schmidt.  Well,  not  so  very  efficient. 

Mr.  Graham.  What  sesms  to  have  been  trouble,  Mr.  Sdimidt? 

Mr.  Schmidt,  Well,  division  of  authority  is  one  thing,  the  Gov- 
ernment would  be  negatived,  and  their  attitude  was  in  many  ways 
obstructive.    They  didnt  want  the  Government  to  know  certain 
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things  and  thej  did  not  want  to  give  up  their  authority  in  certain 
matters. 

Mr.  Graham.  When  you  United  States  officers  came  there  to  the 

gl&nt,  inspection  officers,  and  others,  commissioned  officers  of  the 
irdnance  Department,  were  they  treated  with  courtesy  and  respect  i 

Mr.  ScHMror.  Personally,  yes. 

Mr.  Graham.  Were  their  opinions  deferred  to  and  their  requests 
for  information  granted? 

Mr,  ScHMn>T.  Well,  sometimes  they  were  and  sometimes  they 
were  not. 

Mr.  Graham.  Who  had  charge  of  the  work  at  that  time  for  tho 
compam'? 

Mr.  ScHMmr.  Mr.  Jenks,  the  general  manager. 

Mr.  Graham.  Do  you  know  whether  any  of  these  Government 
officials  ever  complained  to  those  in  authority  over  them  about  the 
war  they  were — ueir  requests  were  handled  there? 

Mr.  Schmidt.  Well,  informally ;  yes.  I  know  of  the  accounting 
branch  complaining  and  our  branch;  the  storage  branch  also  haa 
certain  things  to  complain  about. 

Mr.  GitAHAM.  Were  you  gentlemen  in  the  stores  branch  given  ac- 
cess to  all  the  records  and  permitted  to  keep  complete  recoras  of  the 
situation  f 

Mr.  Schmidt.  Yes;  nearly  all;  but  some  differences  came  up  in 
that  matter. 

Mr.  Graham.  Well,  for  instance,  what? 

Mr.  ScHMHiT.  We  had  one  case  where  they  frankly  told  mv  chief 
assistant  to  keep  out  of  their  records,  stores  records,  and  I  nad  to 
take  the  matter  up  with  our  supervisor  in  Chicago  and  make  a  very 
drastic  demand  tnat  any  record  whatever  would  be  open  to  any 
Government  official  of  the  plant  in  the  performance  of  their  duty. 

Mr,  Graham.  Which  assistant  of  yours  was  that? 

Mr.  Schmidt.  Mr.  Williams,  who  is  right  over  there  [indicating]. 

Mr.  Graham.  Did  you  afterwards  get  the  information? 

Mr.  Schmidt.  Yes. 

Mr.  Graham.  Did  you  ever  notice  any  disposition  on  the  part  of 
the  company  or  its  officials  to  give  you  erroneous  information; 

Mr.  Schmidt.  I  would  not  say  uiat  they  were  deliberately  giving- 
it  and  that  the  record  was  false,  but  they  would  try  to  suppress  cer- 
tain records  at  times  and  keep  us  from  what  they  called  "  meddling.'* 

Mr.  Graham.  Tbey  seemed  to  take  it  for  granted  that  th^  were 
running  that  plant  and  the  Government  hadnt  anything  to  do  with 
it  except  to  pay  for  what  they  expended  ? 

Mr,  ScHMror.  Absolutely ;  that  was  their  attitude. 

Mr.  Graham.  Well,  up  to  this  time  have  you  been  able  to  get  such 
records  as  you  have  needed  in  your  work  there,  so  that  you  could 
intelligently  perform  the  duties  that  devolved  upon  you  there? 

Mr,  Schmidt.  Yes;  we  can  get  those  records,  but  I  will  sav  this, 
that  they  were  so  careless  about  some  of  their  records  that  although 
we  were  not  reouired  to  keep  our  own,  we  had  to  insist  on  it  in  order 
to  get  absolutely  reliable  records,  and  finally  received  authority  to 
do  that. 

Mr.  Graham.  Has  an  inventory  ever  been  made  of  the  direct  and 
indirect  material  of  that  plant? 
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Mr.  Schmidt.  An  inventory  was  taken  under  my  direction  and 
was  almost  completed  at  the  tmie  this  settlement  came  up,  a  physical 
inventory. 

Mr.  Graham.  How  nearly  completed  was  it? 

Mr.  Schmidt.  Well,  I  should  say  it  was  90  or  95  per  cent  com- 
plete; as  far  as  taking  the  inventory  was  concerned  the  writing  up  of 
the  record  was  not  so  far  advanced. 

Mr.  Graham.  Well,  what  was  the  result  of  the  inventory,  about 
what  amount  of  stuff  did  you  find  was  there,  Mr.  Schmidt? 

Mr.  ScHMnrr.  Well,  I  never  tabulated  it. 

Mr.  Graham.  Can  you  give  us  in  a  rough  way  about  what  you 
discovered  was  there  in  full! 

Mr.  Schmidt.  I  dont  believe  I  could ;  but  I  should  say  that  the 
statement  made  here  by  several  gentlemen  that  there  were  $5,000,000 
worth  of  material  was  pretty  nearly  right,  as  far  as  their  cost  was 
concerned. 

Mr.  Graham.  Well,  the  $5,000,000  that  was  mentioned  b^  some 
witnesses  was  a  net  value  after  die  deduction  of  certain  credits  that 
were  allowed. 

Mr.  Schmidt.  Well,  I  had  the  same  thing  in  mind,  because  some 
shipments  were  made. 

Mr.  Graham.  I  mean  of  material  used,  Mr.  Schmidt,  all  sorts  of 
direct  and  indirect  material  ? 

Mr.  Schmidt.  Yes,  sir;  direct  material,  indirect  material,  and 
small  tools  were  a  very  considerable  item. 

Mr.  Graham.  Was  this  indirect  material  such  indirect  material 
as  could  be  used  in  other  manufacturing  concerns? 

Mr.  Schmidt.  Yes,  sir. 

Mr.  Graham.  Tools  and  grinders  and  tool  steel  and  all  sorts  of 
stuff  of  that  kind? 

Mr.  Schmidt.  Yes,  sir;  there  was  a  great  deal  of  belting,  packing, 
tools,  and  rivets,  and  all  tools  of  all  kinda 

Mr.  Graham,  Well,  is  not  that  stuff  worth  about  as  much  as  it  was 
when  it  was  bought? 

Mr.  Schmidt.  I  think  so;  that  is  Indirect  material. 

Mr.  Graham.  Yes. 

Mr.  Schmidt.  And  the  small  tools. 

Mr.  GRAHAsr,  What  proportion  of  the  material  out  there  in  that 
plant  was  indirect  material  and  small  tools? 

Mr.  Schmidt.  I  don't  believe  I  can  answer  that;  it  is  a  pretty  hard 
thing  to  estimate. 

Mr.  Graham.  Well,  to  just  get  at  it  in  a  rough  way,  would  you 
suppose  that  a  fourth  of  the  value  of  material  there  was  indirect? 

Mr.  Schmidt.  Indirect  and  small  tools! 

Mr.  Graham.  Yes, 

Mr.  Schmidt,  Yes;  I  should  think  it  would  be  that  much. 

Mr.  Graham.  And  the  rest  of  it  was 

-  Mr.  Schmidt.  Direct  material. 

Mr.  Graham.  Direct  material ! 

Mr.  Schmidt,  Bough  and  indifferent  degrees  of  completion. 

Mr,  Graham,  Forgings  and  belts? 

Mr,  Schmidt.  Yes;  I  oearas  and  template  bars — steel  stock. 
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Mr,  Ghaham.  Do  yoVi  know  anv  reason  why  that  indirect  material 
and  small  tools  was  not — or  should  have  been  considered  as  junk  for 
salvage  t 

Mr.  Schmidt.  None,  except  the  fact  that  they  wanted  to  lump  the 
whole  thing;  that  is  the  only  reason  I  could  think  of  why  it  should 
be  turned  in  with  the  rest  of  that. 

Mr.  Grahah.  They  always  did  want  to  negotiate  a  settlement,  as 
they  said,  didnt  theyl 

Mr.  Schmidt.  Yes;  the  statement  has  been  made  to  myself  and 
other  members  of  our  department  that  we  were  going  to  a  great  deal 
of  trouble  for  nothing  m  trying  to  get  real  accurate  records;  that 
the  settlement  would  not  be  mode  on  the  basis  of  records. 

Mr.  Graham.  When  did  they  first  begin  to  make  that  sort  of  state- 
ments! 

Mr.  Schmidt.  Why,  the  first  time  it  was  mentioned  was  to  Mr. 
Williams;  he  might  be  able  to  recall.  I  couldn't  say  exactly;  it  was 
quite  a  while  ago. 

Mr.  Graham.  Since  the  armistice  t 

Mr.  Schmidt.  Yes. 

Mr.  Graham.  That  you  only  know  from  talking  to  him.  He  can 
tell  about  that  himself! 

Mr.  Schmidt.  Yes;  I  think  he  has  had  more  to  do  with  that  end  of 
it  than  I  have,  on  the  record  part. 

Mr.  Graham.  Do  you  know  anything  about  this  settlement  with 
the  Standard  Electrical  Engineering  Co.? 
'    Mr.  Schmidt.  Not  a  thing. 

Mr.  Graham.  You  hare  stated,  I  believe,  that  you  were  not  out 
there — ^you  were  not  at  either  of  the  conferences  when  there  was  a 
settlement? 

Mr.  Schmidt.  No  ;  we  never  were  consulted  about  the  settlement 
nor  anything  about  it 

Mr.  Graham.  Well,  were  you  in  a  posititm  there  in  the  plant  where 
it  was  the  natural  and  legitimate  thing  to  expect  that  you  would  be 
consulted  in  a  settlement  of  that  kind? 

Mr.  Schmidt.  Well,  only  in  respect  to  the  value  of  the  materials 
there,  because  we  were  inventoring  them  then. 

Mr.  Graham.  What  do  you  know  Mr.  Schmidt,  about  an  offer 
being  made  for  that  salvage  material? 

Mr.  Schmidt.  Why,  I  was  out  there  when  Mr.  Regan  and  Mr. 
Parker,  of  Biiggs  &  Turvais,  came  out  there  and  asked  us  wh^her 
they  could  get  &e  informatitm  as  to  the  amount  of  material  on  hani 
Mr.  Cook,  the  Government  inspector  was  with  them,  and  we  under- 
stood that  the  request  had  been  made  to  furnish  an  estimate,  so  we 
gave  them  whatever  information  we  could. 

Mr.  Graham,  That  was  the  same  day  the  settlement  was  to  be 
taken  up,  was  it? 

Mr.  'Schmidt.  It  was  Uie  same  day  or  the  day  previous;  it  was  a 
rush  proposition. 

Mr.  Graham.  They  seemed  to  be  in  a  hurry,  did  they? 

Mr,  ScHMror.  Everybody  seemed  to  be  in  a  hurry. 

Mr.  Graham.  Do  you  know  of  any  particular  reason  for  this 
baste? 
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Mr.  Schmidt.  Why,  the  reason  that  was  given  to  our  department 
by  Mr.  Vail  was  this,  that  they  wanted  to  cut  down  on  the  heavy 
expense  of  operating  that  plant,  an  expense  to  the  Government 
amounting  to  a  great  deal  of  money.  I  don't  know  anything  about 
what  it  was,  but  twenty-five  or  fifty  thousand  dollars  a  month,  and 
so  they  wanted  to  settle  it  instead  of  waiting  until  all  the  inventory 
was  complete  and  all  the  audit. 

Mr.  Graham.  Mr.  Vail  told  you  that? 

Mr.  Schmidt.  Yes,  sir. 

Mr.  Graham.  Did  Col.  Hughes  ever  talk  to  you  about  the  matter? 

Mr.  Schmidt.  No,  sir ;  1  have  never  spoken  to  Col.  Hughes  about  it 

Mr.  Graham.  Well,  do  you  know  whether  Briggs  &  Turvias  did 
make  an  offer! 

Mr.  Schmidt.  I  believe  they  did;  yes,  sir. 

Mr,  Grauah.  You  don't  know  anything  about  whether  it  was 
called  to  the  attention  of  the  board  or  not? 

Mrs.  Schmidt.  No;  except  hearsay. 

Mr.  Graham.  You  don't  know  anything  about  that  mattert 

Mr.  Schmidt.  No. 

Mr.  Graham.  I  suppose  you  knew  in  a  general  way  about  these 
two  employees  that  were  supposed  to  have  gotten  this  chest  of  silver 
and  this  automobile — you  knew  of  it  at  the  time,  did  you,  or  heard 
of  it? 

Mr.  Schmidt.  Why,  I  heard  of  it  and  read  it  in  the  paper  like 
many  of  the  rest  of  them,  but  I  did  not  know  anything  else. 

Mr.  Graham.  Do  you  know  whether  those  two  men  are  still  in  die 
employ  of  the  Grovemment  or  do  you  know  whether  ttiey  were  dis- 
charged at  that  time  or  retained? 

Mr.  Schmidt.  Why,  I  couldn't  say  as  to  that  One  of  them  inci- 
dentally was  not  employed  by  the  Government;  he  was  a  Standard 
Steel  man  and  the  other  one  a  lieutenant,  who  later  on  left  the 
service.    Whether  he  resigned  or  why  I  do  not  know. 

Mr.  Graham.  You  say  one  of  them  was  a  Stani$ard  Steel  Car  Co. 
man? 

Mr.  Schmidt.  Yes. 

Mr.  Graham.  Well,  why  should  the  Standard  Steel  Car — the 
Standard-  Electrical  Engineerinc  Co.  was  ^ving  him  a  present,  I 
assume,  because  they  thought  he  nad  something  to  do  with  the  prin- 
cipal contractor. 

Mr.  Schmidt.  Probably  so. 

Mr.  Graham.  Is  he  still  in  the  employ  of  the  Standard  Steel  Car 
Co.? 

Mr.  Schmidt.  I  believe  he  is.  I  have  heard  that  he  was  over 
in  France  as  one  of  their  confidential  men.  That  is  all  hearsay  what 
I  know  about  that  case  because  we  never  had  anything  to  do  with 
that  end  of  it. 

Mr.  Graham.  Gentlemen,  have  you  any  questions? 

Mr.  Garrett.  No;  I  think  not. 

Mr.  Grarau.  I  want  to  ask  Mr.  Williams  a  question;  I  guess  he 
can  sit  where  he  is. 
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lESIIUONY  OF  JOHH  F.  WHUAHS,  ASSISTANT  INSUSTSIAL 
ENOINEEIl,  EESIDnra  AT  CHICAOO,  IIX. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Grahau.  Mr.  Schmidt  referred  to  some  matters,  Mr.  Williams, 
that  you  have  personal  knowledge  of  just  now. 

Mr.  Williams.  Yes. 

Mr.  Graiiah.  What  can  you  tell  us  about  those  particular  matters 
without  inquiring  particularly  about  themf 

Mr.  Williams.  Well,  it  was  my  duty  to  check  the  records  of  the 
storekeeper  at  the  Standard  Steel,  and  I  found  his  records  in  very 
poor  shape,  and  one  day  he  called  me  into  the  office,  I  had  been  mak- 
ing reports  on  his  records  and  the  shape  of  his  records  for  some 
months,  and  finally  the  Chicago  office  notified  the  storage  inspection 
down  there  through  Mr.  Schmidt  that  he  could  keep  his  own  records, 
so  then  we  started  completing  our  files  to  work  up  our  own  records. 
I  went  in  to  Mr.  Clifford  one  day — it  was  along  in  January,  1919 — 
to  ask  him  for  some  information  and  he  said  it  is  a  waste  of  time, 
he  said  to  go  along  and  work  on  these  records;  this  contract  when  it 
is  to  be  settled  will  be  settled  without  referring  to  any  records.  We 
are  in  a  po,sition  now  in  Washington  where  this  can  be  settled. 

Mr.  Graham.  About  when  was  that,  Mr.  Williams? 

Mr.  Williams.  That  was  in  January.  I  would  say  Januan,* — 
the  latter  part  of  December  or  in  January. 

Capt.  Dat.  May  I  ask  who  that  statement  was  made  by? 

Mr.  Williams.  "John  J.  Clifford. 

Capt.  Day.  Who  is  he! 

Mr.  WniiAMS.  He  is  storekeeper  for  the  Standard  Steel  Car  Co. 

Mr.  Graham.  Did  they  ever  afterwards  repeat  any  of  those  state- 
ments or  in  substance  those  statements) 

Mr.  Wiu-iAMs.  Not  exactly  that  statement,  but  he  has  told  me  sev- 
eral times  since  and  also  our  superiisor  at  that  time,  or  manager 
rather,  that  his  records  were  not  worth  i  cents  or  5  cents. 

Mr.  Graham.  That  they  did  not  need  any  records? 

Mr.  Williams,  They  did  not  need  any  records.  Well,  he  kept  a 
record ;  he  kept  probably  15  to  20  people  working  on  these  records 
continuously. 

Mr.  Graham,  AVhen  you  came  to  try  to  make  an  inventory,  do  you 
know  how  that  inventory  checked  up  with  what  the  Government  had 
sent  into  that  plant  or  whether  there  was  any  way  to  check  it?  In 
other  words,  how  do  you  know  or  how  does  anybody  else  know  thai 
there  wasn^t  a  great  deal  more  material  sent  into  that  plant  than 
was  needed  for  that  job  and  that  when  the  settlement  was  made  the 
Government  did  really  get  paid  for  everything  it  had  there,  or  ought 
to  have  had  there?  In  other  words,  was"  there  ever  any  survey  made 
of  that— of  the  material? 

Mr.  Williams.  Of  the  material  on  hand  ? 

Mr.  Graham.  Yes- 
Mr.  Williams.  Or  the  material  received  from  the  start? 

Mr.  Graham.  Both  the  material  on  hand  at  the  close,  of  course,  of 
the  contract.    Was  there  a  survey  made? 

Mr.  Schmidt.  I  believe  T  can  answer  that.  Part  of  our  duty  was  to 
see  the  nature  of  the  inventory  and  make  a  summary,  a  summary  of 
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everything,  of  materials  and  tools,  showing  what  had  become  of  all 
the  materials  purchased  under  those  headings. 

Mr.  Grahah.  Did  you  know  what  had  been  purchased  and  taken 
into  the  plant? 

Mr.  ScHMinr.  Certainly,  the  record  shows  that. 

Mr.  Graham.  You  have  a  complete  record  of  that,  have  you? 

Mr.  WnXiAHB.  I  would  not  say  complete. 

Mr.  Schmidt.  But  it  could  be  completed. 

Mr.  Graham.  Why  not,  Mr.  Williams? 

Mr.  Williams.  Well,  the  records  that  we  had,  they  are  supposed 
to  be  complete,  but  we  discovered  in  filling  our  files  to  complete  our 
records  that  quite  a  few  odd  ends  or  receipting  memorandums  were 
missing  and  I  requested  Mr.  Clifford  in  Writing  several  times  to  sup- 
ply us  with  the  missing  memorandums,  though  we  have  never  received 
them,  so  I  think  the  Standard  Steel  records  will  probably  show  the 
amount  of  goods  received  into  the  plant 

Mr.  Grabah.  Weli,  does  the  Government  have  any  record  now  of 
the  amount  of  goods  that  were  sent  into  that  plant  and  paid  for  by 
the  Government? 

Mr.  WniiAMS.  The  Government  should  have  it. 

Mr.  Graham.  Well,  does  it  have  it! 

Mr.  Williams.  I  could  not  say  that  it  is  complete,  but  it  has  prob- 
ably 96  per  cent  of  the  receipts. 

Mr.  Graham.  Did  we  have  a  Government  agent  there  all  the  time 
to  check  that  stuff  as  it  came  in? 

Mr.  Williams.  Yes,  sir. 

Mr.  Graham.  And  it  was  booked,  was  it,  and  charged  to  this  con- 
tractor ? 

Mr.  WiLUAMs.  Yes,  sir. 

Mr.  Graham.  You  have  got  that  yourself? 

Mr.  WniiAMS.  You  will  find  that  in  the  accountant's  files. 

Mr.  Graham.  And  you  think  it  is  correct? 

Mr.  Williams.  So  far  as — all  the  memorandums  signed  by  United 
States  stores  checkers  or  assistant  United  States  stores  inspectors 
of  ^pods  are  there  or  were  there,  they  were  received  and  checKed  by 
weight  and  count. 

Mr.  Graham.  Now,  when  they  took  stuff  out  of  the  storeroom,  did 
they  issue  a  requisition  for  it  ? 

Mr.  WhiUahb.  Yes,  sir. 

Mr.  Graham.  In  all  cases? 

Mr.  W11XIAU8.  In  all  cases. 

Mr.  Graham.  Did  you  always  from  the  beginning  of  this  work 
have  a  storekeeper  who  required  requisitions? 

Mr.  WnxuMS.  I  will  have  to  ask  Mr.  Schmidt. 

Mr.  Graham.  Were  you  there,  Mr.  Schmidt? 

Mr.  Schmidt,  I  was  there;  yes.  At  the  beginning  we  merely 
checked  those  requisitions  against  the  records,  but  after  some  time 
we  "found  it  necessary  to  actually  check  the  material  going  out  just 
as  though  they  were  received. 

Mr.  Graham.  Did  you  check  them  by  values  or  by  articles? 

Mr.  Schmidt.  By  articles;  not  bv  values. 

Mr.  Orarah.  So  that  you  are  able  to  say  now  that  at  the  end  of 
this  work  that  you  had  a  complete  inventory  and  you  could  tell 
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whether  the;  were  ^ort  or  long  on  the  actual  physical  stuff  that 
went  in  there!    But  you  never  got  that  inventoryi 

Mr.  ScHHiDT,  The  final  record  would  not  b«  made  without  the 
final  inventory. 

Mr.  Gbaham.  You  were  making  on  inventory  at  the  time  this  set- 
tlement was  made,  but  you  never  got  it  finished  1 

Mr,  Williams.  We  had  practically  completed  the  physical  count 
of  the  inventory.  Probably  I  will  say  98  per  cent  of  tne  stock  in  the 
plant  had  been  counted  and  we  had  it  written  up — that  is,  inventory 
[xwks  had  been  written,  but  they  had  not  been  typed.  The  inventory 
amounted  to  in  the  neighborhood  of  18,000  items,  6,000  approxi- 
mately had  been  typed,  ready  for  distribution. 

Mr.  Graham.  Do  you  know  how  it  compared  with  the  statement 
of  material  that  had  come  into  the  plant? 

Mr.  Williams.  No  ;  we  had  not  reached  that  point 

Mr.  Graham.  You  dont  know  whether  there  was  a  shortage  or 
not? 

Mr.  WiLUAMS.  No;  I  couldn't  say. 

Mr.  Graham.  You  dont  know  whether  they  used  any  of  tliat  mate- 
rial for  anything  else  or  not? 

Mr.  Williams.  I  couldn't  say  that;  I  couldnt  say. 

Mr.  Graham.  They  were  making  armored  cars  and  in  another 
establishment  they  had  another  place  where  they  made  aotomobites^ 
and  they  had  other  institutions  also,  did  they  not;  manufacturing  in- 
stitutions? 

Mr.  WiLUAHS.  Yes,  sir. 

Mr.  Graham,  Could  you  tell  whether  any  of  that  material  went 
out  of  there  and  was  used  for  anything  else? 

Mr.  Williams.  No;  I  couldn't. 

Mr.  Graham.  You  could  tell,  however,  if  you  had  a  final  inven- 
tory? 

Mr.  Williams.  If  I  had  a  final  inventory  I  could  tell  what  was 
short 

Mr.  Graham.  Well,  I  think  that  is  all. 

Mr.  Williams.  I  have  ^t  here  with  me  what  we  call  a  register. 
The  whole  inventory  is  written  up  showing  the  pieces,  the  weight,  and 
the  prices  paid.  This  is  for  our  own  records.  The  inventory  was  to- 
have  been  typed.  Now,  some  of  the  items  in  here  do  not  show 
weight,  but  we  can  get  the  weight  from  our  records.  The  inventory 
should  have  been  completed  in  two  weeks. 

Mr.  Graham.  Who  asked  you  to  make  that  inventory? 

Mr.  Williams.  Could  I  refer  to  a 

Mr.  Graham.  Yesj  I  will  be  glad  to  have  you  do  it 

Mr.  WnuAMS.  This  is  a  copy  of  a  letter  written  by  E.  F.  Norton,, 
lieutenant  colonel  of  the  United  States  Army,  chairman  of  the  <^fi- 
trict  salvage  board.  It  is  from  the  chairman  of  the  salvage  board, 
Chicago  district,  the  district  board,  the  Government  board  on  sales 
of  Government  property. 

(Thereupon  said  letter  was  read  into  the  record  by  Mr.  Wiiliams- 
in  words  and  figures  as  follows,  to  wit :) 
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[Copj.    ODm  at  BeTcnt7-t«arth  Btreet  and  Aabland  Avenue,  Cblcago,  lU.l 

Ordkancb  Depabthent,  nNiTiD  States  Abmt, 

Saltaab  Boabo  Diviaioi*. 

Beptetnber  £6,  1919, 
From:  Cbalnnan  Salvage  Board,  Chicago  district.  Ordnance. 
To:  District  stores  and  scrap  maaager,  Citlcago  district 

Subject:  Sales  of  GoTemment  property  at  Standard  Steel  Car  Co.  to  prime 
contractor. 

1.  Tbe  sale  consammated  yesterday  by  the  district  claims  board  to  the- 
Staodard  Steel  Car  Co..  wliich  la  lock  stock  and  barrel  all  Government  prop- 
erty DOW  at  Hammond  within  their  plant,  will  operate  to  automatically  re- 
lease from  the  service  those  stores  and  scrap  employees  working  In  this  plant. 

2.  It  Is  suggested  that  you  confer  with  Mr.  Vail  and  make  prompt  disposal, 
as  tbe  prime  Idea  of  the  claims  board  In  making  this  sale  was  to  cut  off  tha 
continuing  expense  of  Govemmeiit  employees  at  this  point 

E.    F.    NOBTOH, 

Lieutenant  Colonel,  Ordnance  Department,  V.  8.  A.,. 

Chairman  Dittrict  Salvage  Boarf. 

Mr.  Graham.  That  letter  will  go  into  the  record.  And  was  it 
immediately  thereafter  jou  stopped! 

Mr,  WiujAMS.  Well,  then  we  were  told  by  or  asked  by,  I  think, 
Mr.  Harlow,  manager  of  the  Chicago  district,  to  keep  our  employees 
on  at  that  point  until  Mr.  Miller,  the  United  States  accountant  at  the 
Chicago  district,  returned  from  Washington,  as  there  was  certain  in- 
formation we  would  have  to  give  his  accountants  to  complete  their 
records,  and  while  we  were  waiting  for  Mr.  Miller  I  sent  tlie  differ- 
ent teams  out  and  they  made  an  estimate  on  a  few  of  the  items  left 
that  had  not  been  counted,  a  few  castings  and  a  few  shop  tools.  It 
took  them  probably  a  day  to  go  out  and  make  this  estimate,  and 
from  that  estimate  the  inventory  was  completed.  I  had  them  write 
it  up  in  this  register,  and  on  the  16th  or  on  the  15th  of  October  wa 
closed  the  office  at  the  Standard  Steel  and  let  most  of  the  personnel 
go,  and  moved  back  in  the  city. 

Mr.  Gbaham.  Any  questions,  Mr.  Jefferis! 

Mr.  Jbffebis.  No;  I  think  not 

Mr.  Gbaham.  Mr.  Garrett! 

Mr.  Garbztt.  No. 

(And  thereupon,  at  1  o'clock  p.  m.,  the  committee  adjourned  U> 
meet  at  9  o'clock  a.  m.,  Wednesday,  Oct  22,  1919.) 
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SUBOOMMTTTEE  No.  5    (OrDNANCE) 

OF  THE  Select  CoMMrrrTEE  on 
EzPEKDrrnRES  in  the  War  Department, 
House  of  Befresentatives, 
C?acago,Itt.,  Wednesday,  OctoherH,1919. 
The  committee  met  in  the  assembly  room  of  the  Illinois  Trust  & 
Savings  Bank  Building,  Chicago,  III.,  pursuant  to  adjournment  on 
yesterday,  at  9.30  a.  m.,  Hon.  William  J.  Graham  (chairman)  presid- 
mg.    Also  present:  Hon.  Albert  W.  Jefferis  and  Hon.  Finia  J. 
Garrett. 

TESTZHOHT  OF  US.  FBAITE  OWEK  KAT,  COST  ACCOUlTIAirr. 
CHICAGO  DISTBICT  OFPICE,  CHICAGO,  ILL. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Mr.  May,  what  is  your  full  name? 

Mr.  Mat.  Frank  Owen  May. 

Mr.  Graham.  Where  is  your  hornet 

Mr.  May.  Since  May,  1918,  it  has  been  in  Chicago;  I  am  originally 
from  North  Carolina. 

Mr.  Graham.  What  is  your  business! 

Mr.  Mat.  Cost  accountant  for  the  Government,  Ordnance  Depart- 
ment, and  assistant  in  charge  of  the  district  office  of  the  Chicago 
district  cost  accounting  section. 

Mr.  Graham.  In  connection  with  your  work  did  you  have  anything 
to  do  with  the  claim  of  the  Standard  Steel  Car  Co.f 

Mr.  May.  Nothing  to  do  with  the  claim.  All  the  vouchers  that 
were  passed  through  came  through  my  hands  in  the  district  office,  and 
I  passed  on  those,  but  I  did  not  nave  anything  to  do  with  the  claim; 
they  did  not  refer  it  to  the  cost  accounting  section  at  all.  Col.  Hughes 
turned  over  some  papers  to  Mr.  Miller,  I  guess  about  4,30,  with  the 
request  that  he  have  those  looked  over  and  returned  to  him  as  soon 
as  possible,  and  gave  him  a  matter  of  two  days  to  audit  the  claim  of 
the  Standard  Steel  Car  Co. 

Mr.  Graham.  And,  of  course,  it  was  not  possible  to  do  so  in  that 
lenrth  of  time ! 

Mr.  Mat.  Absolutely  not;  with  the  mass  of  detail  and  figures  that 
were  there  it  would  take  two  or  three  months. 

Mr.  Graham.  Do  you  know  whether  Col.  Hughes  knew  that — did 
Mr.  Miller  tell  him  anything  about  it? 

Mr.  Mat.  Yes;  I  think  he  did.  We  could  only  make  a  superficial 
examination  in  that  length  of  time. 
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Mr.  Graham.  Did  you  hear  the  conversation? 

Mr.  Mat.  It  was  across  from  my  desk ;  I  was  not  officially  in  the 
conversation,  but  heard  part  of  it. 

Mr.  Graham.  What  was  the  conversation  ? 

Mr,  Mat.  Col.  Hughes  had  the  papers  in  his  possession  I  have  here 
now,  and  he  indicated  that  the  items  marked  "  X "  should  be  examined 
and  those  with  a  check  should  be  left  without  examination,  because 
his  committee  had  taken  care  of  those  items. 

Mr.  Ghahah.  Did  Mr.  Miller  tell  him  anything  about  whether  it 
was  possible  for  him  to  do  this  work! 

Mr.  Mat.  I  think  he  did.  He  stated  it  would  be  impossible  for  him 
to  do  the  work  in  the  length  of  time  that  he  had  given  him. 

Mr.  Graham.  N'ow,  did  you  have  occasion  at  any  time  to  go  over 
these  various  items  of  the  claim  as  it  was  finally  allowed  ? 

Mr.  Mat.  I  did. 

Mr.  Graham.  I  assume  that  you  have  formed  some  impression  from 
the  facts  known  to  you  as  to  whether  the  claims  are  properly  allowed 
or  not! 

Mr.  Mat.  Yes^sir ;  I  have. 

Mr.  Graham.  Did  you  know  anything  about  the  claim  of  the  Stand- 
ard Electric  Engineering  Co.  while  it  was  going  on! 

Mr.  Mat.  I  knew  this  much  about  it,  that  the  estimate  of  the  engi- 
neer who  was  sent  out  by  the  Government  to  estimate  this  work  was 
around  $80,000,  and  the  actual  amount  spent  on  its  was  approximately 
$288,000,  of  which  the  cost  accounting  section  vouchered  $78,000  and 
would  have  paid  around  $18,000,  which  would  have  made  $96,000,  and 
they  refused  to  p^anything  else  on  it. 

Mr.  Graham,  What  was  the  trouble  with  the  accounts  as  they 
came  in! 

Mr.  Mat.  It  seems  a  lot  of  the  work  was  torn  down  and  done  over 
again,  and  things  of  that  kind,  and  they  considered  that  should  be 
eliminated  and  there  were  a  great  many  instances  of  that  kind. 

Mr.  Graham.  What  was  the  work  they  did  ! 

Mr.  Mat.  The  contract  called  for  the  complete  wiring  of  the  build- 
ings that  were  purchased  as  increased  facilities,  and  to  be  used  and 
connected  up  in  such  shape  to  run  the  motors  and  the  machinery  in 
the  plant  there. 

Mr.  Graham.  Well,  they  built  a  new  car  shop  there  entire,  as  we 
observed  on  yesterday! 

Mr.  Mat.  Yes^ir. 

Mr.  Graham,  Did  they  rewire  that  whole  building! 

Mr.  Mat.  They  were  supposed  to  rewire  their  whole  building. 

Mr.  Graham.  And,  I  assume,  put  wiring  on  everything  else  on  the 
ordnance  side  of  the  plant! 

Mr.  Mat.  Yes,  sir ;  that  was  the  contract. 

Mr.  Graham.  Now,  that,  of-  course,  is  ^re  and  available  for  this 
company  for  its  present  use ! 

Mr.  Mat.  Absolutely. 

Mr.  Graham.  Were  there  any  motors  included  in  this  job! 

Mr.  Mat.  No,  sir;  I  think  it  only  covered  the  cost  of  wiring,  in- 
cluding the  electric  wiring  and  the  labor  necessary  to  install  it. 

Mr.  Graham.  Did  they  ever  furnish  to  the  cost  accounting  sec- 
tion any  verification  of  those  claims  on  this  particular  th^g( 
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Mr.  Mat.  None  whatever. 

Mr.  Graham.  Did  you  have  the  bills  and  cost  of  tabor,  and  so  on, 
so  that  you  could 

Mr.  Mat  (interposing).  We  had  what  they  presented  as  cost  bills- 
and  labor,  etc.,  which  they  presented  as  cost  on  this  contract. 

Mr.  Graham.  What  were  they;  just  a  lump  sum? 

Mr.  Mat.  Pay  roll,  that  we  could  have  gone  over  and  audited 
amount  by  amount,  or  so  many  feet  of  wiring,  or  whatever  it  hap- 
pened to  be. 

Mr.  Graham.  Mr.  May,  Mr.  Corey  has  just  been  in  here  and  spoken 
to  me — Mr.  Corey,  of  the  Standard  Steel  Car  Co.,  telling  me  that  the 
Ordnance  Department  has  all  the  information  that  they  had,  and  all 
the  information  that  is  available  from  their  hooks  about  the  cost  of 
production ;  what  do  you  have  to  say  about  that! 

Mr.  Mat.  I  do  not  think  Mr.  Corey  stated  the  truth  of  the  matter 
to  you.  These  people  have  not  been  able  to  give  us  the  information 
that  we  wanted,  and  in  lots  of  instances  refused  to  ^ve  it. 

Mr.  Graham.  Do  you  know  whether  they  have  or  not? 

Mr.  Mat.  They  should  have  it;  they  had  instructions  to  have;  I 
do  not  know  whether  they  do ;  they  had  instructions  to  have  it. 

Mr.  Graham.  Did  you  advise  tnem  what  information  they  should 
keep? 

Mr.  Mat.  Absolutely;  that  is  the  duty  of  the  Government  ac- 
countants when  they  go  to  a  plant,  to  instruct  the  plants;  that  is  the 
duty  of  the  Government  accountants  when  they  go  to  a  plant,  to  in- 
struct the  plants  to  keep  certain  information  that  would  be  necessary 
for  us  to  get  our  figures  from. 

Mr.  Gbahah.  Was  that  done  in  writing,  do  you  know  ! 

Mr.  Mat.  I  don't  know,  but  it  is  covered  by  the  pamphlet  of  th© 
definition  of  costs,  which  is  a  part  of  this  procurement  order,  CF  331. 

Mr.  Ghahah.  It  is  a  part  of  the  procurement  order? 

Mr.  Mat.  Attached  to  it,  yes ;  made  a  part  of  the  contract 

Mr.  Graham.  So  that  there  was  no  reason  why  you  should  not 
have  found  what  was  wanted? 

Mr.  Mat.  None  whatever. 

Mr.  Graham,  Do  you  know  whether  they  kept  books? 

Mr.  Mat.  They  kept  books  of  some  kind ;  I  do  not  know  just  what 
kind.  I  do  not  know  particularly.  Mr.  Grafke  and  Mr.  Blakey,  the 
accountants  in  charge,  were  supposed  to  look  after  that. 

Mr.  Graham.  Mr.  Corey  claims  they  have  no  books  except  what 
you  have  already  gotten  and  you  have  all  their  costs  of  production ; 
were  any  productions  costs  sheets  ever  given  to  you  t 

Mr.  Mat,  None  whatever. 

Mr.  Graham.  Did  you  ever  ask  for  any? 

Mr.  Mat.  Absolutely  we  did,  quite  a  few  times. 

Mr.  Graham.  What  would  they  tell  you? 

Mr.  Mat.  They  passed  it  off,  they  aid  not  have  it,  or  conid  not 
furnish  it,  or  some  reason  of  that  kind. 

Mr.  Graham.  Do  yon  know  whether  they  did  have  it? 

Mr.  Mat.  Well,  as  I  saj,  I  could  not  say,  but  they  were  supposed 
te;  that  is  all  I  can  say  with  reference  to  that 

Mr.  Graham.  Their  instructions  were  to  keep  that? 

Mr.  Mat.  Yes,  sir. 
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Mr.  Graham.  What  hare  you  to  say  about  this  first  item  in  this 
award,  Mr.  May,  "  Carrying  charge  during  period  of  nonproduction, 
$99,000"! 

Mr.  Mat.  I  think  that  is  $99,000  that  should  not  be  allowed ;  that 
we  paid  them  stl  that  is  coming  to  them  on  items  of  that  kind. 

Mr.  Graham.  What  is  a  carrying  charge! 

Mr.  Mat.  A  carrying  charge  is  a  chame  which  would  be  used 
under  ordinary  circumstances  to  keep  a  plant  running  while  there 
was  no  production ;  while  they  were  not  producing  anything,  such  as 
pay  rolls  of  the  salaried  employees,  and  the  different  people  to  keep 
a  shop  going,  and  items  of  that  kind. 

Mr.  Graham.  And  you  claim  there  was  nothing  of  that  kind  on 
this  job! 

Mr.  Mat.  Well,  if  there  were,  that  we  paid  them  all  that  was  com- 
ing to  them  on  that  item,  I  think;  that  is  my  opinion. 

Mr.  Graham.  Do  you  agree  with  Mr,  Miller  on  the  item  of  "  Un- 
absorbed  administrative  expense,  $261,251.45  "! 

Mr,  Mat.  I  do  not  remember  what  his  opinion  was. 

Mr.  Graham.  His  opinion  was  that  that  had  already  been  paid. 

Mr.  Mat.  I  think  so;  they  have  nothing  coming  to  them.  We 
have  absorbed  all  the  administrative  we  should  have. 

Mr,  Graham.  Do  you  know  anything  about  the  agreement  at  But- 
ler, by  which  $109,000  was  accepted  by  the  company  for  administra- 
tive! 

Mr.  Mat,  I  don't  know  whether  they  accepted  it  or  not ;  we  drew 
ti  voucher  for  that. 

Mr.  Graham.  Did  those  vouchers  specify  in  full  for  that  adminis- 
trative expense! 

Mr.  Mat.  They  did  not  state  in  full  but  the  amount  of  adminis- 
trative expense  of  the  Standard  Steel  Car  Co.  at  Hammond. 

Mr.  Graham.  The  next  item  is  "  Ten  per  cent  on  worked  materials, 
labor,  and  overhead,  $656,894.05";  what  can  you  tell  us  about  that, 
Mr,  May! 

Mr,  Mat.  I  would  consider  that  item  excessive  by  at  least  $450^)00 
to  $500,000. 

Mr.  Graham.  Why! 

Mr.  Mat.  Because  the  number  of  worked  materials,  direct  labor, 
and  overhead  was  included  on  the  part  that  we  received  on  those 
finished  200  gun  carriages  and  the  unabsorbed  worked  parts  of  that 
material;  that  is,  excessive  on  that  amount.  They  did  not  have 
$6,563,940  in  excess  worked  materials  in  process. 

Mr.  Graham.  Do  you  know  how  much  they  did  have! 

Mr,  Mat.  We  haven't  got  those  figures;  they  were  never  furnished. 
That  is  one  of  the  things  we  wanted  to  get  and  could  not  get ;  we  were 
unable  to  secure  the  inventory  of  material  in  process. 

Mr.  Graham.  Were  you  able  to  make  one  yourselves! 

Mr,  May.  No  ;  we  have  no  means  of  doing  it.  It  would  be  neces- 
sary to  go  out  in  the  shop  and  have  this  inventory  taken,  which  we 
as  accountants  could  not  do. 

Mr.  Graham.  The  next  item  is,  "  Preparation  of  plant,  or  un- 
absorbed cost  for  preparation  of  plant,  $60,000." 

Mr.  Mat.  I  think  they  have  nothing  coming  on  that  item ;  that  we 
paid  all  costs  on  the  preparation  of  this  plant  from  the  beginning; 
1  do  not  figure  they  are  entitled  to  a  cent  oi  it. 
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Mr.  Graham.  Every  cent  of  expense  as  you  went  along  was  paid, 
wasn't  it  i 

Mr.  May.  So  far  as  they  presented  to  us,  and  if  they  did  not 
present  them  it  is  their  fault,  and  I  am  pretty  sure  they  wanted  to  get 
everything  they  could. 

Mr.  Graham.  Well,  one  would  think  from  the  kind  of  items  this  is, 
unabsorbed  cost  of  the  preparation  of  this  plant,  that  was  getting 
ready  to  do  this  work. 

Mr.  Mat.  I  am  pretty  sure  we  paid  all  costs  of  work  done  in  pre- 
paring to  make  these  gun  carriages. 

Mr.  Graham.  The  next  item  is,  "Additional  cost  of  passenger  car 
work  done  in  freight  shop,  $467,184.51." 

Mr,  Mat,  I  do  not  think  they  are  entitled  to  anything  on  that. 

Mr.  Graham.  Why? 

Mr.  May.  Because  if  there  were  any  charges  of  that  nature  we  paid 
them. 

Mr.  Graham.  Well,  I  assume  that  what  they  are  trying  to  get  at 
here  is  that  it  cost  them  more  to  make  these  passenger  cars  in  their 
freight  shops  than  it  would  have  if  they  had  been  permitted  to  have 
made  them  where  they  were,  and  that  they  are  trying  to  collect  this  as 
damages  for  having  to  do  their  work  some  place  elsei 

Mr.  Mat.  Even  if  that  is  the  case  it  is  not  the  fault  of  the  Govern- 
ment if  it  cost  them  more  to  do  work  in  one  part  of  the  ^op  than 
to  do  it  in  anotherpart  of  the  shop. 

Mr.  Graham.  Well,  their  claim,  I  assume,  is  that  on  account  of 
the  cancellation  of  the  contract  they  are  entitled  to  this  as  an  element 
of  damage  because  they  were  not  permitted  to  complete  their  ctaitract ; 
but  you  contend  that  it  is  not  allowable! 

Mr.  Mat.  I  do. 

Mr.  Graham.  Of  course,  the  Government  paid  no  part  of  the- 
expense  of  making  cars,  did  iti 

Mr.  Mat.  Not  to  my  extent  of  knowledge ;  no. 

Mr.  Graham.  They  were,  however,  at  mat  time  making  cars  for 
the  Government? 

Mr.  Mat.  Not  in  this  department.  You  see,  the  plants  are  sepa- 
rated by  a  big,  high  fence  of  some  kind  and  the  war  Government 
work  was  done  on  the  ordnance  side. 

Mr.  Graham.  Well,  they  were  making  freight  cars  for  the  Rail- 
road Administration? 

Mr.  Mat.  Well,  I  don't  know  about  that. 

Mr.  Graham.  The  next  item  is,  "  Expense  of  transferring  car  ma- 
chinery to  freight  shop,  $17,140.77."  What  do  you  know  about  that 
item? 

Mr.  Mat.  Well,  I  don't  think  they  are  entitled  to  that,  because  we 
paid  them. 

Mr.  Graham.  How  much  and  how  did  we  pay  it? 

Mr.  Mat.  As  charges  in  the  beginning  of  the  contract — moving^ 
this  machinery — we  paid. 

Mr.  Graham,  You  know  that  you  vouchered  that  sort  of  stuff,  do 
you? 

Mr.  Mat.  Yes;  and  if  there  are  any  additional  charg^,  which 
would  not  amount  to  much,  we  could  have  audited  and  verified  this 
item,  hut  I  do  not  believe  they  had  anything  coming  on  it 
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Mr.  GiUHAU.  As  they  started  on  this  work  and  moved  this  ma- 
chinery out  they  put  in  their  labor,  did  they,  and  their  other  expenses 
of  moving  this  stuff  to  their  other  shop  ? 

Mr.  Mat.  Yes,  sir. 

Mr.  Graham.  You  know  that,  do  you? 

Mr.  Mat.  Yes,  sir;  that  was  voucnered  hy  the  accountants  on  the 
plant. 

Mr.  Graham.  The  next  item  is,  "  Unahsorbed  operating  losses  to 
June  30, 1919,  on  hotel  dormitory  and  dining  room,  $40,926.99."  Do 
you  think  that  is  a  proper  charge! 

Mr.  Mat.  I  do  not;  no.  They  should  he  allowed  probably  some 
things  on  that  item.  No;  I  want  to  correct  that  statement.  I  do  not 
feel  they  are  entitled  to  anything  on  that  item. 

Mr,  Graham.  What  do  you  understand  that  item  is! 

Mr.  Mat,  That  is  the  extra  charge  for  the  expenses  of  running 
the  dorraitorv  and  clubhouse  and  staff.  That  is  a  shortage  that 
they  had  on  this  item,  on  the  club  and  dormitory  and  hotel. 

Mr.  Graham.  Did  you  ever  see  any  of  their  hotel  stationery  while 
they  were  running  that  hotel  during  the  war! 

Mr.  Mat.  No;  I  have  never  seen  it, 

Mr.  Graham.  Do  you  know  whether  it  was  claimed  it  was  run  by 
the  Standard  Steel  Car.  Co.! 

Mr.  Mat.  I  know  it  was  run  hy  them,  but  I  never  did  see  any  of 
the  stationery,    I  was  only  at  the  hotel  once. 

Mr.  Graham.  You  claim  that  is  not  a  proper  item! 

Mr.  May.  Yes,  sir. 

Mr,  Graham.  The  next  item  is,  "  Difference  in  cost  and  present 
value  of  hotel  roadways,  garage,  etc.,  less  amortization  at  20  per 
cent,  $220,756.34."    What  have  you  to  say  about  that! 

Mr.  Mat.  A  certain  part  of  that  item  should  he  allowed. 

Mr.  Graham.  What  part! 

Mr.  Mat.  The  depreciation  on  it, 

Mr.  Graham.  The  depreciation  on  the  hotel! 

Mr.  Mat.  Yes,  sir, 

Mr.  Graham.  And  the  roadways,  and  so  on? 

Mr.  Mat.  Yes,  sir. 

Mr.  Graham.  Why! 

Mr.  Mat.  Because  it  is  the  policy  of  the  Government  to  allow 
depreciation  of  those  things  they  use  in  the  Government  contracts. 

Mr.  Graham.  Do  you  think  it  was  using  this  hotel  in  the  Govern- 
ment contract, 

Mr.  Mat.  Not  on  the  contract ;  but  in  a  certain  way  is  was  used  by 
the  Government  employees  and  some  of  the  Standard  Steel  Car  Co. 
employees,  which  facilitated  their  being  on  the  job.  But  that  item  is 
excessive  by  from  $180,000  to  $200,000. 

Mr.  Graham,  The  next  item  is,  "  Ketuming  plant  to  prewar  con- 
ditions, $90,000."    What  do  you  say  about  that  item? 

Mr.  Mat.  Well,  I  do  not  figure  that  they  are  entitled  to  that, 
amount.  I  know  it  is  the  policy  of  the  Government  on  a  lot  of 
plants  to  restore  the  plant  to  the  condition  it  was  in  before,  but  as 
they  bought  this  plant,  I  do  not  feel  that  they  are  entitled  to  anything 
on  it;  they  bought  the  property  and  it  is  in  better  shape  now  than 
before. 
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Mr.  Gbaham.  And  if  the  Government  would  return  the  plant  to 
the  prewar  conditicms  it  would  do  them  a  positive  injury  instead 
of  a  benefit? 

Mr.  Mat,  Yes,  sir;  that  is  my  opinion  of  it. 

Mr.  Graham.  I  think  that  is  very  evident  from  an  inspection 
of  the  plant.  The  plant  is  better  suited  for  their  purposes  now  than 
it  ever  was,  isn't  it? 

Mr.  Mat.  I  think  so;  yes,  sir.  The  machinery  they  have  now  is 
far  better  than  it  was  before  the  war;  it  is  newer  type,  and  the  build- 
ings are  in  better  shape  than  they  ever  were  before. 

Mr.  Graham.  The  old  buildings  diat  they  used  to  uae  for  the 
passen^r  car,  I  think  the  Government  rebuilt;  that  was  made  of 
corrugated  metal! 

Mr.  Mat.  Yes,  sir;  I  think  it  was;  I  was  only  in  it  once. 

Mr.  Graham.  And'  the  Government  rebuilt  it  and  made  it  of 
brick  ? 

Mr.  Mat.  Yes,  sir. 

Mr.  Graham.  The  next  item  is,  "  Plant  occupancy  since  suspen- 
sion. $100,000";  what  do  you  say  about  that? 

ilr.  Mat.  That  may  be  allowable,  but  it  is,  in  my  opinion,  ex- 
cessive. I  think  $26,000  a  month  since  production  ceased  is  excessive. 
The  machinery  Is  just  idle,  and  it  is  taken  care  of  and  it  Is  oiled  and 
greased,  and  everything  is  looked  after  in  good  shape.  While  at 
the  same  time  they  may  be  losing  money  in  production;  but  it  is 
my  opinion  they  have  no  plans  ready  to  start  in  production  on 
anythmg  else. 

Mr.  Graham.  And,  therefore,  that  theyi  are  not  suffering  any 
financial  damage  by  reason  of  this  stuff  being  in  that  building? 

Mr.  Mat.  That  is  my  opinion. 

Mr.  Graham.  Then  finally,  "  Sums  expended  on  United  States 
buildings,  $65,760.32." 

Mr.  Mat.  That  item  may  be  allowable,  subject  to  an  audit  or 
verification,  because  I  think  on  one  allotment  they,  overrun  this 
allotment  by  this  claim;  and  that  is  subject  to  verification  by  us; 
if  we  find  that  is  true  that  should  be  allowed. 

Mr.  Graham.  Did  you  ever  talk  with  Col.  Hughes  very  much 
about  this  settlement  or  contract  ? 

Mr.  Mat.  Xo,  sir;  he  never  Inquired  of  me  anything  about  it. 

Mr.  Graham.  Who  had  charge  of  the  ordnance  of^  here  before 
Col.  Hughes  came  down  on  this  particular  contract  f 

Mr.  Mat.  Col.  E.  E.  Arison. 

Mr.  Graham.  When  did  Col.  Hughes  come? 

Mr.  Mat.  He  has  been  here  a  matter  of  two  months  or  more  in 
an  unofficial  capacity,  supposed  to  be  sent  here  to  settle  this  Stand- 
ard Steel  Car  Co.  contract  First  he  was  made  chairman  of  the 
Chicago  district  board  and  the  claims  board. 

Mr.  Graham.  He  was  sent  here  for  that  purpose? 

Mr.  M^T.  That  is  the  report  around  the  office.  That  is  the  only 
information  that  came  to  me,  by  hearing  it  around  the  office. 

Mr.  Graham.  How  long  after  he  came  here  did  Col.  Arison  con- 
tinue to  have  charge  of  the  office? 

Mr.  Mat-  Up  to  about  October  1. 

Mr.  Graham,  About  a  month? 

Mr.  Mat.  About  two  months,  I  imagine. 
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Mr.  Graham,  During  that  time  what  was  Cot.  Hughes  doing  i 

Mr.  Mat.  He  was  mostly  sitting  around  in  Col.  Arison's  office;  I 
do  not  know  what  his  duties  were,  but  I  was  in  Uie  office  frequently 
to  take  up  matters^  and  he  was  in  there;  that  is  all  I  can  say. 

Mr.  Graham.  Was  he  down  at  this  plant  very  much? 

Mr.  May.  Not  to  my  knowledge;  he  may  have  gone  down  two  or 
three  times  in  the  two  months. 

Mr.  Graham.  Do  you  know  whether  during  that  time  he  was  in 
consultation  with. the  officials  of  the  Standard  Steel  Car  Co.i 

Mr.  May.  I  do  not;  no. 

Mr.  Graham.  Well,  I  judge  from  what  you  accountants  say  that 
you  had  some  trouble  in  trying  to  get  information  from  the  Standard 
Steel  Car  Co.  about  the  things  you  wanted  to  know  ? 

Mr.  May.  We  did. 

Mr.  GsAHAU.  Did  you  notice  or  observe  any  difference  or  change 
in  the  atmosphere  about  that  matter  before  Col.  Hughes  came  and 
after  he  got  here? 

Mr.  Mat.  Well,  I  should  say,  if  anything — I  would  not  want  to  say 
positively,  but  if  anything  it  was  worse  after  he  came. 

Mr,  Graham.  I  think  I  asked  you  whether  you  talked  with  CoL 
Hughes  about  this  claim? 

Mr.  Mat.  No,  sir;  I  did  not. 

Mr.  Graham.  He  never  Bought  your  advice  about  it? 

Mr.  Mat,  He  never  sought  any  of  the  accountants'  advice  on  it 
whatever. 

Mr.  Graham.  Were  you  present  at  either  of  the  meetings,  the  one 
at  Hammond  or  the  one  at  Chicago ! 

Mr.  Mat.  No,  sir;  I  was  not. 

Mr.  Graham,  Were  you  invited  to  be  present? 

Mr.  Mat,  No,  sir ;  I  was  not. 

Mr.  Graham,  Do  you  Imow  whether  any  of  the  accountants  were 
invited  ? 

Mr.  Mat.  I  think  none  were  invited,  but  Mr.  Blakey  had  some 
matters  to  take  up  with  Col.  McFarland — he  was  not  invit«d,  hot 
he  wanted  to  tell  Col.  McFarland  that  this  claim  had  not  beat 
audited  as  stated  by  Col.  Hughes. 

Mr.  Graham.  I)o  you  know  whether  Col.  Hughes'  did  actually 
make  this  statement;  you  were  not  at  the  meeting,  of  course! 

Mr.  Mat.  I  was  not  at  the  meeting,  of  course,  but  I  have  some 
evidence  that  he  did  not  show  the  letters  of  Mr.  Blakey  to  the 
people  there. 

Mr.  Graham.  What  is  your  evidence! 

Mr.  Mat.  I  have  his  word  for  it,  which  I  would  be  willing  to  take. 

Mr.  Graham.  You  do  not  know  anything  personally! 

Mr,  May.  Nothing,  only  by  hearsay. 

Mr.  Graham.  Do  you  loiow  anything  about  this  claim — about  other 
subjects  that  we  have  not  inquired  about,  Mr.  May,  that  would 
throw  any  light  on  it! 

Mr,  May.  All  I  can  say  is  it  was  not  handled  in  the  regular  pro- 
cedure; no  audits  made  of  it;  not  referred  to  any  committee  to  make 
a  staff  report;  no  staff  report  was  made  on  it;  there  seemed  to  be 
haste  on  it  as  much  as  possible. 

Mr.  Graham.  Was  there  usually  a  staff  report  on  claims  of  this 
kind! 
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Mr.  May.  Yes,  sir ;  from  the  Secretary's  office,  a  certain  number  of 
copies  were  made  and  sent  out,  with  the  re^juest  that  the  report  be 
made.  One  copy  was  turned  over  to  a  committee  consisting  of  three 
men  who  made  a  report  and  used  the  field  inreetieator  and  reported, 
and  the  accountants'  report  together,  and  they  had  this  as  a  staff 
report  which  was  considered  in  their  meetings. 

Mr.  Graham.  That  was  not  done  in  this  case? 

Mr.  May.  No,  sir ;  there  seemed  to  be  hast«  in  getting  this  thing 
settled  from  the  time  it  started ;  they  had  these  people  come  from 
Washington,  and  stayed  there  a  short  time  and  tben  it  was  sent  to 
Washington,  and  as  I  understand  the  check  was  issued  very  shortly 
afterwards. 

Mr.  Graham.  Do  you  want  to  ask  him  anythinc,  Mr.  Jefferist 

Mr.  Jeffeeis.  Mr.  May,  you  say  that  Coi.  Hughes  became  chief  of 
the  district  claims  board  October  li 

Mr.  May.  Yes,  sir. 

Mr.  Jefferib.  Then  he  had  been  out  here  two  months  before  that? 

Mr.  Mat.  That  is  my  understanding,  that  he  was  here  something 
like  that ;  I  could  not  say  just  the  time ;  but,  as  I  remember  it,  it  was 
around  two  months. 

Mr.  Jefi-ehis.  Do  you  know  whether  he  was  a  member  of  the  claims 
board  during  that  two  months? 

Mr.  May.  He  sat  in  on  the  meetings,  but  I  do  not  imagine  he  could 
laga  as  an  official  member. 

Mr.  Jefferis,  You  do  not  know,  however? 

Mr.  Mat.  I  have  no  knowledge  that  he  did  or  did  not;  I  have  no 
definite  information  on  that  subject. 

Mr.  Jeffekis.  Do  you  know  who  ordered  him  out  here? 

Mr.  May.  ■  No,  sir. 

Mr.  Jefferis.  Or  how  he  happened  to  come  to  Chicago? 

Mr.  Mat.  All  I  know  about  the  contract,  he  had  had  dealings  with 
it  from  the  beginning;  he  signed  the  original  procurement  order  giv- 
ing this  contract  to  the  Standard  Steel  Car  Co. 

Mr.  Jefferis.  Do  you  know  whether  or  not  Col.  Hughes  settled  the 
fixed  amount  of  fixed  profit  at  $1,000  per  carriage? 

Mr.  >Iay.  Yes,  sir;  that  was  recommended  by  him.  I  saw  copies 
of  his  letter  which  he  had  written  to  the  contract  section,  stating 
that  it  had  been  agreed  upon  there  was  to  be  a  profit  of  $4,000  on 
each  carriage. 

Mr.  Jefferis.  Mr.  Russell,  was  he  on  duty  here  during  September? 

Mr,  Mat.  Well,  I  don't  know  just  what  months  he  was  away;  I 
know  he  was  away  a  whole  month  at  one  time  on  a  vacation  of  some 
kind. 

Mr.  jEFrF.RiB,  When  did  he  cease  to  be  chief  of  the  claims  board  of 
the  Chicago  district,  if  you  know  ? 

Mr.  Mat.  Somewhere  around  July ;  I  could  not  say  the  exact  date. 

Mr.  Jefferis.  Did  you  ever  take  these  matters  up  with  Mr.  Russell 
at  any  time  to  try  to  get  this  information  ? 

Mr.  May,  The  only  information — we  did;  we  took  up  quite  a  few 
items  with  Mr.  Kussell  requesting  more  cooperation  from  the  con- 
tractor, and  the  only  item  I  can  remember  was  on  this  profit.  At 
one  time  the  contractor  was  requesting  us  to  pay  profit  on  the  car- 
riages delivered,  and  he  stated  that  as  the  procurement  order  was 
not  definite  on  this  point  he  could  not  be  paid  profit  on  that  point. 
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And  on  the  strength  of  that  he  wrote  s  letter  into  the  district  office; 
be  wrot«  a  letter  on  that,  as  official  letter,  and  forwarded  it  to  onr 
chief  in  Washington,  suggesting  that  the  parties  be  brongbt  t<^:ether 
and  settle  this  as  quickl;  as  possible,  what  the  profits  on  the  gun 
carriages  should  be. 

Mr.  Jefferis.  Mr.  Russell  really  sjasisted  you,  thee,  in  getting  whst 
you  wanted! 

Mr.  Mat.  That  was  my  understanding,  that  he  did;  yes,  sir. 

Mr.  Jefterib.  Were  you  able  to  get  it  with  his  assistance  i 

Mr.  May.  We  have  not  been  able  to  get  it  yet,  alt  the  infonnatitm 
that  we  wanted. 

Mr.  Jepferis.  Tnd  then,  as  I  understand  it,  Mr.  Russell  was  suc- 
ceeded by  Col.  Arison  as  Chief  of  the  Claims  Board? 

Mr.  AIat.  Xo;  I  think  be  was  succeeded  by  Mr.  Lyons,  who  was 
chief  before  Col.  Arison  for  some  time. 

Mr.  Jeffehis.  How  long  was  Col.  Arison  Chief  of  the  Claims 
Board  here  before  Col.  Hughes  came  in? 

Mr.  May.  I  think  a  matter  of  two  months  or  more. 

Mr.  Jefferib.  Was  Col.  Arison  an  Army  officer? 

Mr.  May.  Xo,  sir;  he  was  a  civilian  who  was  given  a  commission 
during  the  present  war, 

Mr.  Jefferis.  I  would  like  to  see  that  statement  that  you  spoke 
to  Mr.  Graham  about  there,  first  when  he  first  began  to  interrogate 
voii,  wherein  you  gave  a  convereation  tliat  you  heard  Col,  Hughes 
nave  with  Mr.  Miller. 

Mr.  May,  Yes;  that  is  this  paper  here  [handing  a  paper  to  Mr. 
Jefferis]. 

Mr,  Jeffebis.  Wlien  was  it  that  you  heard  Col,  Hughes  direct  Mr. 
Miller  or  tell  him  to  audit  certain  items  marked  "X"in  a  couple 
of  days? 

Mr.  Mat.  Well,  I  could  not  state  just  the  exact  time  it  was,  but  it 
was  a  matter  of  three  weeks  ago,  probably. 

Mr.  Jefferis.  Well,  how  long  was  it  before  this  award  was  made? 

Mr.  May.  AVell,  it  was  about  two  or  three  days  before  the  meeting 
was  had  where  it  was  decided  on  that  they  should  be  allowed  this 
amount;  maybe  two  or  three  days  before  that. 

Mr.  Jefferis.  And  jui^t  what  did  Col.  Hughes  say  to  Mr.  Miller, 
the  accountant,  at  that  time? 

Mr.  May.  Well,  as  well  as  I  remember — I  can  not  repeat  that  conr 
versation — but  he  came  over  and  said,  "  I  have  a  paper  here  on  which 
some  items  appear  wliich  the  Standard  Steel  Car  Co.  are  claiming 
and  on  which  I  would  like  to  have  an  audit  made  ns  soon  as  possible, 
and  I  would  like  to  have  this  statement,  with  your  report,  within 
two  or  three  days," 

Mr.  Jefferis.  What  response  did  Mr.  Miller  make? 

Mr.  May.  I  think  he  stated  that  it  could  only  be  a  superficial  ex- 
amination in  that  length  of  time;  that  we  could  only  look  over  the 
items  and  make  a  report  on  our  knowledge  without  going  any 
further. 

Mr.  Jefferis.  Is  this  paper  I  hold  in  my  hands  the  original  paper, 
with  the  original  marks  on  it? 

Mr.  May.  There  were  two,  the  original  and  one  copy.  I  could 
not  stat(^  whether  this  was  the  one  or  the  original  Mr.  Blakey  got — 
ht'i-e  is  the  original  now. 
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Mr.  Jefferis.  Would  yoii  state  into  the  record  the  items  as  shown 
on  that  paper,  which  were  marked  with  a  cross,  and  about  which 
Col.  Hugnes  made  this  statement  to  Mr.  Miller? 
Mr.  Mat.  Yes,  sir. 

GranMHl  vntue  plant,  exclusive  ot  Inntl,  $1,000,000.  For  period  18  months,  at 
6  per  cent.  $98,910. 

<6)  Loss  of  proportlun  ot  ailmlniatrative  expense.  Hiiil  the  Hammond 
plant  heeii  on  priiductinn  wn tempi n ted  the  proportUm  of  direct  labor  eoat 
to  that  of  ttie  other  plants  of  the  eoinpany  would  hiive  Increaaed  the  ndmlnlB- 
tratlve  expense  chHrgenble  to  the  Hanimond  plant  to  $,300,000.  $ffii,498  of  which 
XTOs  paid.  leBvinK  bnlanre  $237,501.32.  As  it  Is  an  Item  of  cost,  10  per  cent, 
profit,  $23.750.13 ;  total,  $261,251.45. 

Not  properly  consldere-l  an  Item  of  claim,  as  It  would  ordluarlly  have  bewv 
vouchered  and  paid  as  deliveries,  accrued  10  per  cent  proflt  on  parts  procured  at 
plant  and  5  per  cent  on  part  procured  outside,  used  on  actual  cost  and  claim 
settlement,  {656394.06. 

(a)  Ten  per  cent  profit  on  Jigs,  tools,  and  fixtures,  and  ^wclal  machines 
properly  charitable  to  overhead  expenses,  estimated  as  costing  $500^300 ;  10  per 
cent  proflt  of  $500,000,  $50,000i 

Allowed  Standard  Electric $121, 585.  57 

Sums  not  allowed  previously 2,475.74 

Difference  between  actual  cost  and  estimated  cost  as  shown  by  com- 
pany's books 467, 184.  51 

Expense 17,140.77 

Total  cost  facilities 473.072.17 

Allowed .- 65. 760. 32 

Allowed  dlffer«ice  still  due 29, 066,  IS 

Allowed  Interest  now  due 41,  W2. 54 

Mr.  Jefferis.  Now,  then,  in  regard  to  this  statement,  Mr.  May, 
those  items  tJiat  were  not  marked  with  an  "  X,"  what,  if  any,  instruc- 
tions or  requests  did  Col,  Hughes  make  to  Mr.  Miller  regarding  them? 

Mr.  Mat.  He  said  no  audit  would  be  required. 

Mr.  Jefferis.  And  those  items  are  designated  by  check  marks  on 
this? 

Mr.  May.  Yes,  sir. 

Mr.  Jefferis.  You  may  give  a  list  of  those  designated  by  a  check 
mark. 

Mr.  Mat.  Schedule  1.  Granted  value  land,  66  acres,  at  $1,500, 
$»»,000. 

Schedule  2.  Sum  equal  to  that  proportion  of  964  times  $4,000, 
which  the  total  cost  of  work  done  prior  to  June  28,  1919,  bears  to  the 
total  cost  of  work  done,  or  55.34  per  cent  of  $3,856,000.  Granted  200- 
times  $4,000,  $800,000. 

Schedule  3.  Compensation  for  preparation  plant  (negotiated),  a. 
Bettlement  of  composed  claim  of  $385,600,  $50,000. 

Schedule  7.   (b)  Plant  occupancy,  $150,000;  (J)  allowed,  $150,000. 

ilr.  Jefferis.  Did  you  hear  any  other  conversations  by  Col.  Hughes- 
other  than  which  you  have  given  with  Mr.  Miller  regarding  this 
claim? 

Mr.  Mat,  No,  sir;  I  did  not. 

Mr.  Jefferis.  Mr,  May,  the  committee  was  out  at  Hammond  yes- 
terday, and  observed  and  went  through  a  very  large  building  there 
that  was  supposed  to  have  been  constructed  by  the  Standard  Steel 
Car  Co.  and  the  Government  for  the  manufacture  of  these  carriages ; 
were  you  there  during  the  course  of  the  construction  of  that  build- 
ing) 

Mr.  Mat.  No,  sir ;  I  was  not. 
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Mr.  Jeff£ris.  It  was  entirely  completed  when  you  went  there, 
Was  it? 

Mr.  May.  Yes,  sir, 

Mr.  Jefferis.  The  committee  also  observed  yesterday,  goine 
through  that  building,  immense  quantities  or  an  immense  number  or 
machines,  large,  and  apparently  of  standard  make,  and  thoroughly 
equipped.    Do  you  know  who  paid  for  those! 

Mr.  May.  Yes,  sir;  the  Government  paid  for  them  as  increased 
facilities. 

Mr.  Jeftehis.  Are  you  out  there  at  the  plant  at  all  now,  Mr.  May! 

Mr.  Mat.  Only  when  I  go  out  occasionally  to  take  up  matters  with 
the  accountants  is  all. 

Mr.  Jefferis.  Have  you  as  cost  accountant  any  data  from  which 
^ou  can  tell  us  anything  about  the  cost  of  that  machinery  th&t  was 
installed  in  those  buildings? 

Mr.  Mat.  Yes,  sir ;  I  have  the  figures  here. 

Mr.  Jefferis.  And  it  was  paid  for  by  the  United  States  Govern- 
ment? 

Mr.  Mat.  Yea,  sir. 

Mr.  Jefferis.  You  may  tell  what  that  was. 

Mr.  Mat: 

Coat  ot  machbies  purchased $1,143,179.12 

ShaMng,  belting,  pnlleya 40.  536.  S9 

Dies,  Jigs,  and  small  tools  purchased 342,  733. 2Q 

DdUzation  equipment  (motars.  Bwltchboarde,  alrUnee,  etc.) 19,980.46 

Traveling  cranes 180.  944. 07 

Automobiles 50,972.71 

Shop  motors  and  bouse  trucks 18,  425, 00 

Miscellaneous  equipment  (angle  Irons,  lockers,  locks,  etc.) 95,001.06 

Furniture  purchased 03. 668-  49 

Commissary   equipment 25. 676. 20 

Surplus  material  charges 89.857.0* 

Material  purchased  to  make  tools,  dies,  Jigs,  and  small  macbloes-        126, 241. 70 

2, 177. 227. 39 
That  makes  a  total  of  $2,177,227.39 ;  this  does  not  include  any  cost 
of  any  material  going  into  the  buildings. 
And  material : 

Direct   material $5,262,661.46 

Finish  parts  (subcoutractors) 2,519,139.12 

7, 781, 800.  58 

Direct  material 6,  262, 661. 46 

612,40a82 


Ot  direct  materlBl,  35  per  cent  used  In  gun  car- 
riage   (estimated) 2,681,330.73 

Shipped  to  Watertown,  10  per  cent  (estlmaled)^-        526,266.15 
Increased  facilities  shipped  to  Watertown,  20  per 

cent   ((«timated) 435,445.48 


-  S7, 052, 295. 67 


3.  583. 042.  38 

4, 360, 25a  31 
Bought  for  $300,000. 

Mr.  Jeftbrib.  What  kind  of  machines  were  those  that  were  placed 
there  and  which  cost  $1,143,179.12? 
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Mr,  Maf.  Well,  I  am  not  very  familiar  with  machinery,  but  accord- 
ing to  my  understanding  it  covered  lathes  and  drills  and  presses  and 
all  kinds  of  machines  necessarv  to  do  heavy  machining,  and  also  to 
make  tools  and  that  sore  of  stuST,  which,  according  to  my  understand- 
ing, is  regular  equipment  which  could  be  used  &r  their  work  other 
than  which  it  was  purchased  for. 

Mr.  Jeffehis.  What  is  the  fact  as  to  whether  it  was  new,  up-to-date 
machinery  when  it  was  purchased? 

Mr.  Mat.  It  was  brand-new  machinery;  never  been  used  before. 

Mr.  JEFFEras.  About  when  was  it  placed  in  this  Standard  Steel 
Car  Co.  building? 

Mr.  Mat.  I  could  not  say  as  to  that,  but  it  was  placed  along  at 
the  beginning  of  the  contract,  it  came  in  and  was  placed  as  fast  as 
it  could  be  placed. 

Mr.  Jefferis.  What  about  these  traveling  cranes  that  are  men- 
tioned here  as  $180,944.07;  what  sort  of  cranes  were  those? 

Mr.  Mat.  That  is  a  machine  that  is  fastened  on  one  side  of  the 
building,  and  on  the  other  side,  and  the  crane  runs  along  the  entire 
building,  which  is  used  to  move  hea\'y  articles. 

Mr.  Jefferis.  Do  you  know  how  many  of  those  there  were? 

Mr.  Mat.  No,  sir. 

Mr.  Jefferis.  The  length  of  that  building  is  about  what? 

Mr.  Mat,  The  Government  extension  was  600  feet;  I  do  not  know 
how  much  was  on  it  before. 

Mr,  Jefferis.  Do  you  know  what  was  the  entire  length  of  the 
building? 

Mr,  Mat.  No,  sir;  I  do  not. 

Mr.  Jefferis.  As  a  matter  of  fact,  the  whole  building  was  built  at 
once,  wasn't  it? 

Mr,  Mat.  Well,  the  extension  of  600  feet  was  put  on  by  the  Gov- 
erament;  I  could  not  say  whether  it  was  built  after  the  other  end 
was  completed  or  not. 

Mr.  Jefferis,  What  furniture  is  included  in  this  item  of  $63,668? 

Mr.  Mat.  Furniture  necessary  to  equip  an  office,  such  as  desks, 
typewriters,  and  articles  of  that  nature. 

Mr.  Jefferis,  What  is  included  in  that  item,  "  Material  purchased 
to  make  tools,  dies,  jigs,  and  small  machines,  $126,241.70  "f 

Mr.  May.  Tool  steel,  and  articles  of  that  nature,  which  is,  I  imag- 
ine, in  the  place  out  there  now ;  high-grade  tool  steel  costing  quite  a 
bunch  of  coin. 

Mr.  Jeffehis,  "WTiatever  is  left  is  available  for  the  same  purpose? 

Mr.  Mat,  For  any  puri>ose;  yes,  sir. 

Mr.  Jeffebis,  In  other  words,  that  did  not  change  what  is  left? 

Mr.  May.  No,  sir. 

Mr.  Jefferis.  These  automobiles,  $50,972.71;  do  you  know  what 
make  they  were? 

Mr.  Mat.  There  was  a  lot  of  Fords,  and  I  think  they  were  used 
as  busses,  to  transport  the  employees  of  the  Standard  Steel  Car  Co, 
working  on  the  Government  side  to  and  from  the  job;  according  to 
mv  un<&rstanding  there  was  about  23  of  those  machines. 

^r.  Jefferis.  Did  they  have  any  others? 

Mr.  Mat,  Weil,  I  imagine  that  there  were  two  passenger  cars 
there  was  a  lot  of  dispute  over,  may  be  included  in  that ;  I  could  not 
state;  I  am  not  informed  on  that  point. 
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Mr,  Jefferis.  Then,  as  I  understand  it,  Mr.  May,  all  of  the  cost 
of  this  machinery,  tools,  furniture,  and  so  forth,  mentioned  by  you 
in  your  former  answer  was  paid  for  by  the  Gfovemment  at  the  time 
they  were  purchased  there? 

Mr.  Mat.  It  was,  all  of  it. 

Mr.  jEfTEias.  What  was  your  observation  as  to  the  condition  of 
that  machinery  and  other  equipment  at  the  time  of  this  settlement, 
as  to  whetlier  it  was  injured  in  any  way,  or  whether  it  was  in  good 
running  condition? 

Mr.  May.  I  could  not  state  as  to  that,  as  I  hare  not  been  at  the 
plant  for  about  two  months. 

Mr,  Jefferis.  Did  you,  as  a  cost  accountant,  know  anything  about 
the  amount  of  coal  that  was  on  hand  there? 

Mr.  Mat.  I  could  not  say  just  the  amount  that  was  on  hand;  I 
know  they  had  a  big  pile  of  coal  there.  I  could  not  state  how  much, 
or  what  quantity. 

Mr.  jEFFERia.  Do  you  know  anything  as  to  the  cost  of  that  coal 
there  on  the  ground  ? 

Mr.  May.  Coal  of  that  kind  they  had  there  usually  cost  from  $2.50 
to  $3.2,1  per  ton ;  that  is  the  price  that  was  invoiced. 

Mr.  Jefferis.  Did  you  check  that  up  in  any  way? 

Mr.  May.  I  did  not  personally,  no;  but  Mr.  Grafke  and  Mr. 
Blakey  and  other  assistants  did.  They  saw  the  invoices  on  the 
stuff. 

Mr.  Jefferis.  We  were  informed  out  there  yesterday  on  going 
over  the  plant  that  tlie  slack  coal  that  they  were  using  in  the  boilers 
cost  $4  per  ton, 

Mr.  Max.  Tlmt  may  be  ripht ;  I  could  not  say.  My  other  answer 
should  not  be  taken  as  correct,  becaus^e  I  could  not  say  offliand  how 
much  was  paid  for  it. 

Mr.  Jefferis.  Tlien  you  haven't  any  real  direct  knowledge  on  that 
subject? 

Mr.  May.  Well,  none,  only — I  might  say  I  haven't  any;  we  could 
get  that  for  you. 

Mr.  Jefferis.  We  were  informed  by  the  representative  of  the 
Standard  Steel  Car  Co.  yesterday  afternoon  out  there  that  it  was 
$4  f.  o.  b. 

Mr.  Garrett.  That  is.  f.  o.  b.there? 

Mr.  May,  Well,  that  item  can  be  verified  very  easily, 

Mr.  jEFt-ERis.  Now,  have  you  any  personal  knowledge  as  to  whether 
or  not  there  has  been  a  strike  out  in  this  Standard  Steel  Car  Co,'s 
shop  for  some  months  past? 

Mr.  May.  Yes,  sir;  I  have.  I  was  out  at  the  plant  one  Sunday  to 
see  Mr.  Blakey  and  while  I  was  there  the  troops  there  tliat  were  on 
guni-d  were  having  a  parade  and  I  happened  to  see  them. 

Mr.  Jefferis.  You  do  not  know  as  a  matter  of  fact  whether  they 
have  been  running  any  part  of  their  factory  for  some  months? 

Mr.  Mat,  No,  sir;  I  do  not.     I  am  not  informed  on  that  point. 

Mr.  Jefferis,  I  believe  that  is  all. 

Mr.  Graham.  Mr.  Garrett,  do  you  want  to  ask  anything? 

Mr,  Garrett.  I  want  to  ask  you,  Mr.  May,  about  the  direct  ma- 
terials on  this  statement  of  figures  that  you  gave  a  few  moments  ago, 
of  $5,262,661.46.     How  was  that  arrived  at? 
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Mr.  May,  Those  two  totals  taken  together,  the  subcontractors'  and 
the  $5,000,000  that  you  refer  to,  covers  the  direct  material  on  the 
contract. 

Mr.  Jeff-eris.  The  $5,262,661.46  represents  the  material  that  was 
purchased  and  sent  right  to  this  particular  plant? 

Mr.  Mat.  That  is  mv  understanding  of  it. 

Hr.  Oaksett.  And  the  $2,519,139.12  represents  the  value  of  the  sub- 
contractors' material? 

Mr.  Mat.  Yes;  that  represents  material  shipped  by  the  Govem- 
ment  to  the  contractors'  plant  and  the  cost  of  material  also;  material 
received  from  a  subcontractor,  the  labor,  and  everything,  is  considered 
as  material  when  returned  to  the  prime  contractor. 

Mr,  Gabbett.  Now,  the  item  direct  material  is  then  repeated  in 
amount  ? 

Mr,  Mat.  Yes,  sir. 

Mr.  Gakrett.  And  then, indirect  material,  $612,406.82? 

Mr.  May.  Yes,  sir. 

Mr.  Gahrett.  Now,  is  that  in  addition  to  the  $2,177,227.39  given 
above? 

Mr.  May.  Indirect  material  consists  of  supplies  such  as  are  neces- 
sary to  run  a  shop,  tool  steel,  and  items  of  that  nature,  which  does  not 
enter  into  the  product  itself,  and  that  item  of  indirect  material  is 
items  of  that  kind. 

Mr.  Garrett.  Well,  I  notice  one  of  the  items  above,  in  the  first  list 
of  figtires  given,  was  "Material  purchased  to  make  tools,  dies,  jigs, 
and  small  machines." 

Mr.  May.  Yes;  maybe  tool  steel  for  replacements  for  tools  worn 
out,  it  would  be  necessary  to  purchase  additional  tool  steel  to  make 
new  tools. 

Mr,  GARHErrr.  Where  do  these  figures  come  from? 

Mr.  Mat.  These  bottom  items  were  some  figures  which  Mr.  Grafke 
and  I  prepared  for  our  own  information,  which  would  show  the 
amount  of  material  which  the  Standard  Steel  Car  Co.  received  for  this 
$300,000. 

Mr.  Garrett.  Now,  where  did  you  get  that  item  of  $512,406.82;  do 
you  remember? 

K[r.  May,  From  the  records  at  the  plant. 

Mr.  Garrbtt.  And  you  are  quite  sure  that  that  is  in  addition  to  the 
$2,177,227.39? 

Mr.  May.  Yes,  sir ;  that  is  a  different  item  altogether.  The  item 
of  $2,177,227.39  is  increased  facilities,  and  this  other  item  here  is  in- 
direct material,  which  is  not  purchased  out  of  the  same  allotment. 

Mr.  Garretit.  So  that  the  total  is  the  total  of  increased  facilities, 
direct  material,  finish  parts,  and  indirect  material — $7,952^95.67  ? 

Mr.  Mat.  That  is  not  finished  parts. 

Mr,  Garrett.  I  say  finish  parts  from  subcontractors 

Mr.  May  (interposing) .  That  item  of  $7,952,295.67  which  you  refer 
to  consists  of  direct  material,  indirect  material,  and  material  pur- 
chased for  increased  facilities. 

Mr.  Garrittt.  It  does  not  include  the  finish  parts  from  subcon- 
tractors ? 
Mr.  Mat.  No,  sir. 
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Mr.  Garrett.  $7,952^95.67  represents  the  total  of  direct  material, 
indirect  material,  an<l  material  purchased  for  increased  facilities^ 

Mr.  May.  Yes,  sir. 

Mr.  Garrett.  Now,  the  direct  material  35  per  cent  used  in  gun  car- 
riage, estimated 

Mr.  Mat  (interposing).  That  was  only  an  estimate  prepared  by 
Mr,  Grafke  and  myself:  that  is  what  we  estimated  on  the  direct 
material  that  went  into  the  200  gun  carriages. 

Mr.  Garbbtt.  Is  the  same  true  of  the  estimate  shipped  to  Water- 
town — 10  per  cent? 

Mr.  May.  Yes,  sir. 

Mr.  Garrett.  And  the  20  per  cent  increased  facilities  shipped  to 
Watertown  ? 

Mr.  May.  Yes.  sir. 

Mr.  Garrett.  That  is  only  an  estimate! 

Mr.  May.  Estimated  by  Mr.  Grafke  and  myself. 

Mr.  Gabrbtt.  So  you  estimate  there  was  $4,369,363.31  that  was 
bought  for  $300,000 1 

Brir.  May.  Yes,  sir. 

Mr.  Garrett.  And  that  includes  no  buildings! 

Mr.  May.  No,  sir. 

Mr.  Garrett.  Or  material  for  buildings! 

Mr.  May.  No,  sir. 

Mr.  Garrett.  Now,  some  way  I  have  got  the  information  from  this 
testimony  that  the  $600,000  was  the  bid  of  the  contractor  for  the 
buildings  f 

Mr.  Mat.  Yes,  sir. 

Mr.  Garrett.  Am  I  right  about  that! 

Mr.  Mat.  Yes;  I  could  not  say  positively,  but  that  is  the  under- 
standing that  I  have. 

Mr.  Garrett.  So  that  makes  a  total  of  $900,000! 

Mr.  Mat.  Yes,  sir. 

Mr.  Garrett.  Have  you  a  list  of  the  buildings! 

Mr.  May.  I  have  no  list  of  the  buildings 

Mr.  Garrett  (interposing).  And  the  cost! 

Mr.  May.  I  have  no  list  of  the  buildings  and  cost.  I  have  only  & 
list  of  the  allotments  which  was  to  be  used  for  the  erection  of  the 
buildings ;  I  can  give  you  those, 

Mr.  Garrett.  Well,  now,  going  back  to  the  awards  concerning 
which  Mr.  Graham  asked  you,  just  one  or  two  questions:  The  item, 
"  Unabsorbed  costs  for  preparation  of  plant,  $60,000  "! 

Mr.  May.  Yes,  sir. 

Mr.  Garrett.  You  stated  you  felt  quite  sure  that  had  been  paid; 

Mr.  May.  Yes,  sir;  I  do. 

Mr.  Garrett.  Have  you  any  records  in  your  office,  or  with  you, 
showing  any  vouchers  for  that? 

Mr.  May.  We  can  show  where  at  the  beginning  of  the  contract  that 
we  have  paid  items  of  this  kind;  and  after  an  audit  I  could  say  but 
without  an  audit  I  could  not  say  whether  that  exact  amount  of 
$60,000  was  included  in  wliat  we  paid ;  but  I  believe  it  is,  and  I  am 
pretty  certain  of  it, 

Mr.  Garrett.  Now,  there  was  another  it«m  concerning  which  your 
testimony  was  to  the  same  effect,  I  think  the  very  next  item — $467,- 
184.51  for  passenger-car  work  done  in  freight  shop! 
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Mr.  Mat.  Yes,  sir;  I  do  not  feel  thxt  they  are  entitled  to  any.part 
of  that  amount. 

Mr.  Gahrett.  Oh,  the  item  you  thouf^ht  had  been  paid  was  the 
next  item,  "  Expense  of  transferring  car  machinery  from  shop,  $17,- 
140.77." 

Mr.  Mat.  Yes,  sir;  we  paid  items  of  that  kind,  and  I  am  pretty 
certain  that  this  item  was  m'cluded  in  what  we  paid. 

Mr,  Garhett.  I  believe  you  stated  this  claim  was  never  discussed 
by  you  with  Mr.  Bussell  or  Col,  Arisen  ? 

Mr.  Mat.  No,  sir;  it  was  never  referred  to  any  of  the  accountants, 
only  on  the  occasion  which  I  have  stated, 

Mr.  Garbett.  Mr.  Palmer  was  a  member  of  the  claims  board,  was 
ha  not? 

Mr.  Mat,  No,  sir;  I  think  he  is  a  member  of  the  staff. 

Mr.  GABBinT.  He  was  not  on  the  claims  board  1 

Mr,  Mat.  No,  sir;  I  dont  think  he  was.  However,  he  is  present, 
and  you  can  get  that  statement  from  him.  You  were  never  a  mem- 
ber of  the  claims  board,  were  you  [addressing  question  to  Mr. 
Palmer] ! 

Mr,  Palmer.  No,  sir, 

Mr,  Mat,  He  is  not  a  member. 

Mr,  Garrett,  Did  you  ever  discuss  this  claim  prior  to  this  settle- 
ment with  anybod;^  who  had  to  do  with  the  settlement  1 

Mr.  Mat.  Yes,  sir. 

Mr.  Gahhett.  Who? 

Mr,  Mat.  Mr.  Blakey  and  Mr.  Grafke  and  Mr.  Miller. 

Mr,  GAHRBrr,  Just  the  accountantst 

Mr.  Mat,  Yes,  sir;  no  one  referred  it  to  us  for  discussion  other 
than  the  one  time  that  was  mentioned. 

Mr.  Garrett,  That  is  all, 

TESTIHOKT  OF  TOHN  H,  FALHEA,  HAITAOEB  OF  THE  STAFF, 
CHICAOO  OBDHABCE  OFHCE, 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr,  Graham.  What  is  your  full  name? 

Mr.  Palmer.  John  H.  Palmer. 

Mr,  Graham.  Mr.  Palmer,  I  am  showing  you  a  letter  here  which 
appears  in  the  record,  and  which  bears  your  signature, 

Mr.  Palmer,  Yes,  sir. 

Mr,  Graham,  You  are  familiar  with  the  letter,  no  doubt;  it  is 
about  salvage? 

Mr.  Palmer,  Yes,  sir;  I  have  a  copy. 

Mr.  Graham.  It  is  in  the  files.  This  letter  bears  date  September 
22,  1919,  and  takes  up  the  matter  of  the  salvage  offer  of  Briggs  & 
Turvais  on  salvage  property  at  the  plant  of  the  Standard  Steel  Car 
Co.  What  is  your  official  connection  with  the  War  Department,  Mr, 
Pabner? 

Mr,  Palmer.  I  am  manager  of  the  staff, 

Mr.  Graham,  At  the  Chicago  office  ? 

Mr.  Palmer,  Chicago  office ;  yes,  sir, 

Mr.  Graham.  What  are  your  duties  as  such  manager? 

Mr,  Palmer,  Well,  I  manage  all  the  committees,  and  the  majority 
of  the  transactions  that  go  through  have  my  approval,    I  go  over  all 
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the  claims  after  the  committees  are  through  with  them.  I  prepare 
them,  with  my  assistant — my  assistant  prepares  them  for  the  claims 
board  after  all  the  detail  work  is  done. 

Mr.  Graham.  Where  a  claim  is  filed  with  the  board  now,  what  is 
the  ordinary  procedure? 

Mr.  Palmkr.  Tou  mean  when  it  is  filed,  before  passed  through  the 
board? 

Mr.  Grahau.  Yes;  take  from  the  begiiming  now  aod  tell  us  just 
what  happens. 

Mr.  Palmer.  Well,  in  the  first  place,  the  claim  comes  in  and  is  filed 
by  the  clerks  who  stamp  all  the  mail  that  comes  in ;  they  stamp  all  the 
claims,  each  sheet;  then,  after  it  is  all  stamped,  it  is  recorded  with  a 
recording  stamp,  and  it  is  then  passed  on  to  my  desk  for  distribution 
to  the  different  committees  and  the  accounting  or  auditing  depart- 
ment they  get  to  help  them.  The  committe  that  is  handling  the  claim 
gets  three  copies  of  it,  one  for  their  investigators  that  they  send 
out 

Mr.  Graham  ( interposing).  Who  appoints  the  committee  that  han- 
dles the  claim! 

Mr,  Palmer.  The  committees  that  handle  this  claim,  that  handle 
them  in  the  different  departments;  for  instance,  the  ammunition  de- 
partment, if  a  claim  happens  to  be  in  under  the  ammunition  section, 
why.  that  is  handled  by  the  committee  that  has  been  handling  it — 
artillery  and  ammunition.  The  small  arms,  we  have  a  committee,  or 
have  had  committees  that  handled  small-arms  claims,  because  they 
were  connected  with  the  production  end  of  the  business  and  are  ac- 
quainted with  the  different  articles  that  are  made. 

Mr.  Graham.  Then  tliey  are  standing  committees,  and  it  automat- 
ically goes  to  one  of  them? 

Mr.  Palmer.  Automatically  goes  to  one  of  them.  If  there  isn't  a 
committee  I  appoint  them;  I  select  the  men. 

Mr.  Graham.  These  committees  are  composed  of  what  personnel, 
usually;  are  they  members  of  the  board? 

Mr.  Palmer.  Oh.  no ;  not  members  of  the  board. 

Mr.  Graham.  Who  are  they? 

Mr.  Palmer.  They  are  civilians  or  commissioned  officers  that  were 
carried  along  since  the  war,  and  owing  to  their  acquaintance  with 
these  matters  we  have  formed  them  into  committees,  using  the  mate- 
rial, so  far  as  experience  and  brains  go,  to  work  on  these  claims. 

Mr.  Graham.  Now,  after  a  committee  goes  through  it,  it  reports 
to  you,  does  itf 

Mr,  Palmer.  They  write  out  a  staff  report,  and  the  staff  report  is 
handed  over  to  me. 

Mr.  Graham.  Then  what  do  you  do  with  it! 

Mr.  Palmer.  Then  I  go  over  the  staff  report,  roughly,  taking  up 
the  different  items  and  looking  them  over,  and  if  they  do  not  look 
tight  to  me  I  do  not  approve  them ;  I  send  them  back  to  be  rewritten 
or  explained  as  to  why  a  certain  item  was  recommended  or  approved 
or  disapproved. 

Mr,  Graham.  I  assume  that  is  the  way  yoti  happened  to  write  this 
letter  to  the  Chicago  district  claims  board  relative  to  the  claim  of 
the  Standard  Steel  Car  Co.? 

Mr.  Palmer.  In  one  way  it  is.  That  matter  was  brought  up  to»me 
and  the  different  items  that  are  in  there  were  discussed  previous  to 
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the  time  that  the  claim  was  passed  through.  Now,  this  claim  was 
never  given  to  an^  committee.  I  hbd  it  on  my  desk  and  I  was  tryinc 
to  locate  a  committee  to  handle  it,  and  all  the  committees  that  I  had 
were  veiT  busy  with  other  work,  and  pendins  that  it  was  on  my  table, 
and  finally  it  was  decided  that  it  should  be  handled  by  Col.  Hughes. 

Mr.  Gkaham.  Who  decided  that? 

Mr.  FAiJktER.  Why,  the  claims  board.  I  took  it  up  with  the  claims 
board  as  to  who  they  thought  would  be  the  proper  man  to  handle  it. 

Mr.  Gbahau.  Now,  in  talking  to  the  clauns  board  who  did  you 
talk  to  about  it? 

Mr.  Palmek.  I  talked  to  Col.  Arison  and  Mr.  Russell ;  I  do  not  re- 
member anybody  else  there  now. 

Mr.  Graham.  Now,  what  was  Col.  Hughes  doing  here  at  that  time? 

Mr.  Palmer.  Well,  I  can  not  answer  that.  He  came  out  here  for 
special  work,  as  I  understand  it.  I  never  have  been  inquisitive 
enough  to  ask  the  real  special  reason  for  his  coming  out  here. 

Mr.  Graham.  How  long  had  he  been  here  at  that  time  ? 

Mr.  Palmer.  I  should  imagine  five  or  six  weeks ;  it  might  be  around 
there. 

Mr,  Graham.  Ordinarily  automatically  this  claim  would  have  gone 
to  what  committee? 

Mr,  Palmer,  Well,  it  would  have  gone  to  the  cannon  and  car- 
riage committee. 

Mr.  Graham.  Who  were  they  composed  of? 

Mr.  Palmer.  Of  Maj,  Schan.'k,  who  at  that  time  was  just  getting 
out  of  the  service;  I  think  that  was  the  reason  why  I  did  not  have 
that  committee  to  hand  it  over  to.  And  Col.  Hughes  was  suggested 
by  the  board,  and  he  could  have  taken  as  many  men  on  there  as  he 
wanted  to.  In  other  words,  he  had  entire  charge  of  the  claim  settle- 
ment. 

Mr.  Graham.  Well,  why  did  they  pick  Col.  Hughes  and  not  send 
this  to  the  regular  committee? 

Mr.  Palmer,  Well,  we  did  not  have  a  regular  committee  at  that 
time,  as  I  told  you;  Maj.  Schank  was  retiring  and  we  did  not  have  a 
committee. 

Mr.  Graham.  How  many  men  were  on  that  committee? 

Mr.  Palmer.  They  did  have  Capt.  Carver,  who  was  retiring,  and 
they  had  only  one  man  left  on  there,  Mr.  W.  J.  Robertson,  but  he  had 
a  lot  of  other  work  and  made  it  impossible  for  him  to  handle  it. 

Mr.  Grahasi.  Hughes  was  not  on  this  committee? 

Mr.  Palmer,  No ;  he  was  not 

Mr.  Graham,  Do  you  know  whether  Mr,  Russell  or  Mr.  Arison 
suggested  that  Hughes  handle  it? 

lir.  Palmer.  That  is  pretty  hard  to  say ;  they  were  in  the  same 
offices  there. 

Mr.  Graham.  You  did  not  suggest  it? 

Mr,  Palmer,  No  ;  but  I  thought  it  was  a  good  thing  to  have  him 
handle  it. 

Mr.  Graham.  Why? 

Mr.  Palmer.  He  was  an  active  man  and  an  active  brain,  and  I 
think  it  was  a  good  thing  to  have  him  handle  it,  and  he  could  have 
called  other  men  around  to  have  them  help  him, 

Mr.  Gkaham.  Did  he  do  so,  do  you  know  ? 

Mr.  Palmer.  I  guess  he  interviewed  other  people. 
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Mr.  Graham.  Did  he  have  anybody  helping  him  I 

Mr.  Palmer.  I  think  not;  no,  sir. 

Mr.  Graham.  AVhat  was  the  colonel  doing!  I  think  you  said  you 
did  not  know. 

Mr.  Palmer.  What  his  offiical  position  was;  no. 

Mr.  Graham,  What  was  he  doing! 

Mr.  Palmer.  Ho  was  helping  the  claims  board;  he  was  sitting  in 
on  the  claims  board  meetings,  and  doing  anything  he  could  to  assist 
them  in  the  regular  claims  board  work. 

Mr,  Graham.  Did  you  hear  it  intimated  at  that  time  that  he  waa 
out  here  for  the  settlement  of  this  particular  claim! 

Mr.  Palmer.  Oh,  no;  I  think  that  was  a  happenstance  that  he  got 
the  claim,  so  far  as  I  know. 

Mr.  Graham.  What  makes  you  think  that! 

Mr.  Palmer.  I  had  the  claim  on  my  desk  for  two  weeks,  and  I 
was  beginning  to  worry  about  it.  We  were  being  urged  by  Washing- 
ton to  force  iHl  the  claims  tlirouph  as  quick  as  possible. 

Mr,  Graham.  Who  told  you  that* 

Mr.  Palmer.  General  orders. 

Mr.  Graham.  Did  you  get  any  general  orders  to  expedite  these 
claims ! 

Mr.  Palmer.  We  got  it  through  Mr.  KusscU,  who  was  chairman 
of  the  board. 

Mr,  Graham.  Did  he  get  it  from  Washington! 

Mr.  Palmer.  He  must  ha^^e;  I  did  not  see  it- 
Mr,  Graham.  How  did  Mr,  Kussell  indicate  to  you  that  he  wanted 
you  to  hurry  the  matter  up! 

Mr.  Palmer.  We  were  from  time  to  time  urged  to  get  through 
on  a  certain  date;  we  were  expected  to  get  through  with  all  these 
claims  on  a  certain  set  date, 

Mr.  Graham.  What  day  was  that! 

Mr.  Palmer.  There  were  so  many  dates  that  it  is  pretty  bard  to 
I'ecall  them. 

Mr.  Graham.  Did  you  have  meetings  at  which  he  urged  this  sort 
of  thing? 

Mr.  Palmer,  We  did  have  a  few  meetings,  yes. 

Mr.  Graham.  Mr.  Eussell  was  urging,  flien,  that  you  should  get 
done  with  these  claims? 

Mr.  Palmer.  All  the  claims  that  were  in  the  office. 

Mr.  Graham.  This  particular  claim,  to  get  done  and  settle  up  ? 

Mr.  Palmer.  Yes;  as  quickly  as  possible. 

Mr.  Graham.  Why! 

Mr.  Palmer.  We  wanted  to  get  through,  and  owing  to  the  fact 
we  were  having  demands  made  on  us  by  the  contractors  who  were 
short  of  money ;  they  were  really  in  need  of  it  and  the  banks  were 
urging  them,  and  they  were  after  us  all  the  time  to  get  tlirough  with 
the.se  claims  so  that  they  could  get  money  to  go  into  other  work,  and 
into  their  regular  business. 

Mr.  Graham.  Then  the  idea  was  not  to  embarrass  business,  but  to 
get  done  so  they  could  have  money  to  carry  on  business! 

Mr,  Palmer.  Yes,  sir;  and  there  was  equipment  standing  idle  all 
the  time  waiting  for  these  things. 

Mr.  Graham.  Did  anybody  urge  on  you  the  necessity  of  safe- 
guarding the  public  interests  in  these  matters! 
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Mr.  Palmer.  Oh,  my,  yes. 

Mr.  Graham.  Who  adviwd  vou  about  that? 

Mr.  Palmeb.  In  all  of  our  bulletins  or  instructions  from  Wash- 
ington we  were  absolutely  to  go  through  each  claim  as  quickly  as 
wo  could  by  every  item,"  and  pive  particular  attention  to  every  one 
and  be  fair  to  the  contractor  and  fair  to  the  Government. 

Mr.  Graham.  How  could  you  be  fair  to  the  Government — just 
from  curiosity — how  could  you  be  fair  to  the  Government  in  a  settle- 
ment of  this  claim  and  have  it  settled  the  way  it  was  ? 

Mr,  pAijtfEH.  Well,  I  don't  know ;  I  do  not  want  to  criticize  the 
work  that  was  done  on  it. 

Mr.  Graham.  Why  don't  you,  if  it  was  not  right? 

Mr.  Palmer.  I  have  not  said  it  was  not  right. 

Mr.  Graham,  If  it  was  not  right. 

Mr.  Palmeb.  If  it  was  not  right  I  would  probably  criticize  it.  • 

Mr.  Graham,  Do  you  think  it  was  rightt 

Mr.  PAI.MBB.  I  would  not  want  to  say  that;  I  might  criticize  a  few 
things,  as  I  have  done  there. 

Mr.  Graham.  Tell  us  about  this  salvage  offer,  Mr.  Palmer;  you 
knew  about  this  salvage  offer  of  Briggs  &  Turivas? 

Mr.  Palmer,  Yes,  sir. 

Mr.  Graham.  Where  did  you  get  this  letter;  did  the  letter  come 
to  you  from  BriMS-Turivas  making  this  offer  of  15  per  cent,  or 
did  it  come  to  Col.  Huehea ;  which  ? 

Mr.  Palmer.  All  kinds  of  mail  comes  through  my  hands;  it  is  sent 
to  the  office  and  is  delivered  to  my  desk  and  distributed ;  I  distribute 
nil  of  the  mail  and  most  of  the  telegrams. 

Mr.  Graham.  These  particular  letters  from  Briggs  &  Turivas,  in 
which  these  offers  were  made,  did  they  come  to  you  direct? 

Mr.  Palmer.  They  came  to  my  desk,  and  I  then  passed  them  in, 
I  think,  to  the  claims  board.  I  do  not  know  who  was  in  there,  hut 
I  passed  them  in  to  the  desk,  I  think  several  of  them  were  sitting 
there  at  the  time. 

Mr.  Graham.  Now,  then,  can  you  be  definite  about  that,  Mr. 
Palmer? 

It  is  quite  important  that  we  know  whether  the  claims  board 
ever  knew  that  these  letters  were  in  existence;  Col,  McFarland  and 
Col.  Reeves  testified  tixey  never  knew  of  these  letters  until  after  it 
was  all  over. 

Mr.  Palmer.  Col.  Arison  was  there,  and  Col.  Hughes  was  there,  as 
I  brouglit  them  in. 

Mr.  Graham.  So  that  they  both  knew  about  these  offers? 

Mr.  Palmer.  Yes,  sir, 

Mr.  Graham.  What  did  they  say  about  them,  if  anything? 

Mr,  Palmer.  Well,  if  you  will  allow  me,  I  think  I  can  explain 
this  better  by  giving  you  a  little  history  proposition. 

Mr.  Graham.  All  right. 

Mr.  Palmer.  In  the  settlement  of  claims  we  are  allowed  to  deal 
with  the  contractor,  and  if  we  can  not  make  a  satisfactory  deal  with 
the  contractor  we  are  compelled  to  send  the  material  over  to  the 
salvage  board  for  disposition.  The  reason  that  Briggs  &  Turivas 
were  called  into  this  proposition  was  simply  to  get  a  bid  to  enable 
us  to  force  the  Standard  Steel  Car  Co.  to  a  higher  bid  than  they 
had  already  made.    We,  as  my  letter  will  show  you  there,  had  no 
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procedure  whereby  we  could  sell  this  material  to  Briggs  &  Turivas 
or  anybody  else,  only  to  the  salvage  board  other  than  the  contractor, 
therefore  the  bid  was  simply  a  guide,  or  to  work  by ;  a  protection, 
otherwise,  to  find  out  what  we  could  get.  for  the  material  by  some 
outside  bid. 

Mr.  Graham,  You  never  did  expect,  then,  to  let  anybody  else 
have  it! 

Mr.  Palmim.  We  couldn't ;  we  could  not  sell  it. 

Mr.  Graham.  Explain  that  to  us  so  we  will  understand  why  you 
couldn't. 

Mr.  Palmer.  As  I  told  you,  the  rules  from  Washington,  and  the 
bulletins  would  not  allow  us  to  handle  the  material,  Government- 
owned,  through  anybody  else  in  the  way  of  sale  but  the  contractor. 

Mr.  Graham.  You  absolutely  understood  that  it  was  the  intention 
of -the  Government  in  all  cases  to  sell  this  stuff  to  the  contractor,  did 
you? 

Mr.  Palmer.  What  do  you  mean ! 

Mr.  Graham.  The  salvage  property. 

Mr.  Palmer.  We  were  to  sell  it  to  the  contractor  if  we  could ;  if 
we  could  get  a  fair  price  for  it. 

Mr.  Graham,  Well,  you  had  no  authority  to  sell  to  anybody  else? 

Mr.  Palmer.  Noj  these  bids  that  came  from  the  other  people 
through  Mr.  Vail,  and  he  asked  them  to  bid  on  it,  was  simply  a  bid 
for  information. 

Mr.  Graham.  Was  that  true  in  all  cases — was  it  of  claims! 

Mr.  Palmer.  In  all  cases;  yes,  sir. 

Mr.  Graham.  Now,  I  am  curious  to  know  upon  what  you  base 
your  judgment  that  that  was  a  fact.  Now,  I  agree  that  that  was 
the  effect  of  the  rules,  but  you  told  this  committee  now  what  the 
Government  had  said  to  you  or  given  you  in  the  way  of  instructions 
that  made  your  board  feel  that  you  had  to  sell  that  stuff  to  the 
contractor. 

Mr.  Palmer.  We  did  not;  I  do  not  agree  to  the  statement  that  we 
had  to  sell  it  to  the  contractor, 

Mr.  Graham.  Well,  who  could  you  sell  it  to! 

Mr.  Palmer.  It  could  be  turned  over  to  the  salvage  board;  it 
belonged  to  the  Government  and  it  could  be  turned  over  to  the 
salvage  board,  unless  we  could  turn  it  over  to  the  contractor,  and 
give  it  to  him  instead  of  the  money. 

Mr.  Graham.  If  you  did  not  sell  to  the  contractor  you  had  to  turn 
it  over  to  the  salvage  board,  did  you? 

Mr,  Palmer,  Absolutely, 

Mr.  Graham.  Then  you  had  only  one  of  two  choicest 

Mr.  Palmer.  Yes;  if  you  will  read  my  letter  there. 

Mr.  Graham.  Yes;  I  have  read  it  several  times,  but  I  want  an  ex- 
planation as  you  go  along.    Let  us  take  this  letter. 

The  whole  letter  can  go  into  the  record  at  this  place. 

(The  letter  referred  to  is  as  follows:) 

Obdnance  E>epartment,  United  States  Abut. 

Division  Office  at  I.^.'j  East  SrPERioR  Strett, 

Scptemlter  22.  19t9. 
From :  Mr.  J.  H.  Pnlmer.  mnnnner  of  staff. 
To:  Chlcnp)  District  Clnlnifi  Ikmrd. 

Suhjeoti  I>atn  senirwl  pertiidiliig  tn  Qinterlals  lit  !^taDiJai'<l  Steel  Cur  Co.  and 
report  thereon. 
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1.  At  the  time  the  Standard  Steel  Car  Co.  claims  were  being  dlscnssed  by 
the  different  members  of  the  claims  board.  It  was  su^eBted  that  for  obvious 
reasons  we  endeavor  to  get  the  Standard  Steel  Car  Co.  to  bid  on  all  materials 
In  connection  with  their  salvage  ofTer  for  buildings  and  equipment.  This  sug- 
gestion was  accepted  and  I  was  Instructed  to  supervise  the  accumulation  of 
data  pertaining  to  same  and  to  use  as  many  men  as  necesaarj-  to  do  this 
^'ork.  This  work  has  only  been  partly  completed,  as  it  was  found  that  a  large 
force  of  auditors  were  at  work  on  the  Inventory  at  the  plant  and  the  data 
thnt  seemed  necessary  was  difficult  to  obtain.  However,  a  rough  estimate  of 
such  materials  was  obtain^,  as  follows: 

Direct  raw  materials $3,000,000 

Component  parts 1.500,000 

Indirect  materials 500,000 


5,000,000 


2.  I  was  directed  to  obtain  prices  on  this  material  so  that  the  clntnis  board 
would  have  a  line  on  the  salvage  value  of  the  same.  During  my  absenci-  on  trip 
to  MInuenpolls  and  Stillwater,  Minn.,  the  matter  of  acquiring  Informfltlon  was 
put  In  the  hands  of  Mr.  Vail.  He  asked  the  firm  of  Briggs  &  Turlvas  to  visit  tlie 
Standard  Steel  Car  Co.  and  after  looking  over  the  material  to  make  a  bid  on 
same,  which  they  did,  and  furnished  the  claims  board  with  a  written  proposal 
on  September  19,  copy  of  which  Is  attached.  During  a  telephone  conversation 
between  Mr.  Parker,  of  Brlggs  &  Turlvas  Co.,  and  myself.  Col.  Arlson  also 
being  Id  on  the  line,  the  bid  on  component  parts  was  discussed,  which  appar- 
ently was  not  brought  out  clearly  In  their  written  offer,  so  they  agreed  to  write 
another  letter  of  proposal  going  more  Into  detail.  This  letter  was  duly  received 
ou  Saturday.  April  20,  copy  of  which  Is  attached. 

3.  It  will  be  noted  from  their  proposal  of  April  20  that  they  offer  15  per  cent 
cf  the  Invoice  cost  price  per  pound  to  the  Government  for  all  direct  raw  ma- 
terials and  indirect  materials,  which  are  estimated  as  amounting  to  the  follow- 
ing: 

Direct  raw  materials.  $3,000,000.  15  per  cent f4.W,000 

Indirect  materials.  $500,000.  15  per  cent 75.000 

Total 525.000 

Their  offer  as  outlined  In  their  letter  of  April  20  for  comtranent  parls,  the  ma- 
chine work  on  which  would  be  if  no  value  to  anyone,  seems  fair  and  should 
tesult  In  at  least  a  return  tn  the  Oovernment  of  ?12.1,000  to  $150,000  In  addition 
to  the  above  amount  of  $525,000. 

4.  Inasnuich  as  our  men  from  this  office  ond  niso  those  at  the  Standard  Steel 
Car  Co.  plant  state  that  tbere  are  175  tons  of  brass  scrap  on  which  alone  at 
11  cents  per  pound  as  offered  by  Briggs  &  Turlvas  would  bring  $38,500.  and  also 
a  lot  of  lumber  which  our  Mr.  Slayion  represents  as  being  easily  worth  $25,000. 
from  these  two  items  It  can  be  readily  realized  what  the  result  of  the  sale  of 
ciimponent  parts  would  l>e  under  the  proposition  on  a  mlscellanous  tonnage 
price  basis  as  made  by  Briggs  &  Turlvaa 

5.  The  result  from  the  sale  of  this  material  by  the  acceptance  of  such  a  pro- 
posal  should  net  the  Government  $650,000  to  $075,000  in  addition  to  being  re- 
lieved of  the  storage  charges  and  handling  of  the  material  which  was  Included 
in  Briggs  &  Turivas's  proposal. 

6.  I  have  no  Interest  In  who  shall  ohtaiu  the  material  other  than  to  obtain 
the  greatest  possible  cash  return  to  the  Government,  and  Inasmuch  as  the 
Standard  Steel  Car  Co.  offer  approximately  4  per  cent  as  against  15  per  cent 
received  from  the  first  and  only  bidder,  I  can  not  see  why  such  a  low  bid  should 
be  even  considered,  and  If  the  claims  board  are  unable  to  make  sale  to  the 
Briggs  &  Turlvas  Co..  owing  to  the  rulings  of  the  United  States  Government, 
»nd  the  claims  board  are  unable  to  secure  an  equivalent  bid  from  the  Sttindnrd 
Steel  Car  Co..  It  would  be  quite  possible  tor  the  salvage  board  to  secure  these 
prices  by  adveriislng  for  open  bids. 

J.  H.  Palmeb  ilanager  of  Staff. 

Mr.  Graham.  In  your  closing  paragraph  of  this  letter  you  say 
this:  "I  have  no  interest  in  who  shall  obtain  the  materinl,  other  than 
to  obtain  the  greatest  possible  cash  return  to  the  Government,  an.l 
inasmuch  as  the  Standard  Ptcel  Car  Co.  offer  approximately  4  per 
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cent  as  against  15  per  cent  received  from  the  first  and  only  bidder.  I 
can  not  see  why  such  a  low  bid  should  be  even  considered,  and  if  th-^ 
claims  board  are  unable  to  make  sale  to  the  Briggs  &  Turivas  Co., 
owing  to  the  rulings  of  the  United  States  Government,  and  the  claims 
board  are  unable  to  secure  an  equivalent  bid  from  the  Standard  Steel 
Car  Co.,  it  would  be  «juite  possible  for  the  salvage  board  to  secure 
these  prices  by  advertising  for  open  bids." 

Now,  was  that  your  judgment? 

Mr.  Palmer.  That  is  outlining  what  I  have  said  here,  tliat  I 
thought  the  salvage  board  could  obtain  a  good  price  for  it.  In  other 
words,  the  price  that  was  offered  by  these  people  to  us. 

Mr.  Graham.  Now,  this  recommendation  was  made  on  the  22d  of 
September  to  the  Chicago  district  claims  board! 

Mr.  Pauher.  Yes,  sir. 

Mr.  Graham.  Do  you  know  whether  this  letter  of  yours,  Mr, 
Palmer,  was  received  by  the  board  prior  to  the  time  that  they  met  at 
Hammond  and  had  their  final  meeting? 

Mr.  Palmer.  Yes,  sir;  I  think  so. 

Mr.  Graham,  Did  any  of  them  ever  speak  to  you  about  that 
letter? 

Mr.  Palmer.  I  never  met  any  of  them ;  I  had  no  connection  what- 
soever with  the  case,  only  that  when  this  was  brought  to  my  atten- 
tion here  and  having  seen  the  letter  that  I  wrdte,  that  letter  of  naine. 
The  only  reason  why  I  would  not  be  more  interested  or  would'  not 
have  been  at  that  time  was  that  this  bid  that  we  got  from  these 
other  people  was  simply  to  gauge  what  the  materials  were  worth  to 
some  outside  party,  knowing  that  we  could  not  sell  it  to  them ;  we 
could  not  sell  it  to  Briggs  &  Turivas,  or  any  other  company,  unless 
we  got  some  special  ruUng. 

Mr.  Graham.  Well,  could  you  have  obtained  authority  from  the 
Salvage  Board  or  someone  else  to  have  sold  it  to  someone  outside? 

Mr.  Palmer.  Well,  that  is  what  I  had  in  mind;  if  we  got  that 
authority,  it  would  be  all  right. 

Mr.  Graham.  You  never  did  get  it? 

Mr.  Palmer.  No;  we  never  did.  All  the  deals  automatically  if  we 
did  not  make  it  with  the  contractor,  they  have  gone  to  the  Salvage 
Board. 

Mr.  Graham.  In  your  settlement  of  claims  here  in  the  Chicago 
District  have  you  ever  turned  anything  over  to  the  Salvage  Board 
in  all  the  claims? 

Mr.  Palmer.  Why,  yes ;  thousands  and  thousands  of  tons  and  dol- 
lars of  stuff. 

Mr.  Graham.  There  have  been  cases  where  the  stuff  has  been 
turned  over  to  the  Salvage  Board  for  sale? 

Mr.  Palhbb.  Oh,  yes. 

Mr.  Graham.  And  not  to  the  contractor? 

Mr.  Palmer,  Oh,  yes;  the  contractors,  unless  they  bid  a  reasonable 
price  in  our  judgnent,  we  turn  it  over  to  the  Salvage  Board, 

Mr,  Graham.  Well,  you  have  to  get  an  order  to  turn  it  over  to  the 
Salvage  Board, 

Mr,  Palmer,  No;  it  is  cleared  on  the  regular  claims. 

Mr.  Graham.  Why  couldn't  you  have  turned  this  over  to  the  Sal- 
vage Board  ? 
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Mr.  Palmbb.  We  could  have,  but  it  is  our  aim  to  sell  eseirthing  we 
could  to  the  contractor  in  the  settlement  of  his  claim,  in  the  way  of 
materials  and  equipment  and  everything  else  he  had  rather  than  to 
turn  it  over  to  the  Salvage  Board,  when  we  can  get  a  good  price  for  it, 

Mr.  Graham.  Well,  you  don't  think  this  was  a  good  price,  do  yon! 

Mr.  Faluer.  Evidently  not,  from  the  letter  there. 

Mr.  Graham.  Then  why  didn't  you  turn  it  over  to  the  Salvage 
Board  ? 

Mr.  Palmer.  I  had  no  authority. 

Mr.  Gbahah,  But  you  had  it  in  other  cases,  you  say  ? 

Mr.  Palmer.  Not  personally ;  no. 

Mr.  Graham.  Who  did  do  that! 

Mr.  Pauuer.  It  came  through  our  committees ;  the  committee  would 
investigate  it  just  the  same  as  we  investigate  all  the  claims. 

Mr.  Graham.  But  you  had  no  committee  in  this  case! 

Mr.  Palmer.  We  had  no  committee  in  this  case. 

Mr.  Graham.  Was  it  up  to  Col.  Hughes,  then,  to  recommend  that 
this  be  turned  over  to  the  salvage  board! 

Mr.  Palmer.  It  was  up  to  Cm.  Hughes  or  the  claims  board  at  that 
time. 

Mr.  Graham.  Well,  which,  Mr.  Palmer!  We  are  anxious  to  get 
this  right,  now.  In  other  cases  the  committee  would  recommend  to 
turn  the  stuff  over  to  the  salvage  board;  in  this  case  you  did  not  do 
it,  although  it  is  apparent  that  it  was  not  a  good  offer.  Now,  why 
wasn't  it  turned  over  to  the  salvage  board ! 

Mr.  Palmer.  I  think  your  question  is  pointed ! 

Mr.  Graham.  Yes;  it  is, 

Mr.  Palmer.  All  of  these  were  not  turned  over  to  the  salvage 
board.  We  have  sold  lots  of  materials,  increased  facilities,  and 
equipment,  and  everything  to  the  contractor  when  we  got  a  good 
price  for  it.  When  the  committee  recommended  the  acceptance  of 
it,  it  had  to  go  up  to  the  claims  board  for  discussion,  and  if  the 
claims  board  acquiesced  to  it  we  sold  it  to  the  contractor;  if  they  did 
not,  we  turned  it  back  to  the  salvage  board  and  the  salvage  board 
sold  it. 

Mr.  Graham.  That  don't  get  us  anywhere. 

Mr.  Palmer.  I  dont  get  your  point 

Mr.  Graham.  Why  wasnt  this  stuff  turned  over  to  the  salvage 
board,  if  you  know ! 

Mr.  Palmer.  Why,  in  the  settlement  of  the  claim  I  supp^  they 
figured  the  terms  of  that,  considering  the  different  matters — one  of 
the  things  was  getting  rid  of  the  heavy  expense  down  there. 

Mr.  Graham.  Do  you  know  about  that,  or  are  you  guessing  at  it ! 

Mr.  Palmer.  No;  I  dont  know  anything  about  it;  only  I  know 
that  is  one  of  thepoints. 

Mr.  Graham.  The  things  we  are  trying  to  get  at  is  what  you  know, 
Mr.  Palmer.  We  have  heard  a  lot  of  rumors  about  this  and  other 
cases,  but  we  have  got  to  base  our  findings  on  facts.  Now,  whose 
duty  was  it  this  particular  case,  no  committee  being  in  action  on  the 
claim,  whose  duty  was  it  to  recommend  that  it  be  turned  over  to  tlie 
contractor  or  to  the  salvage  board;  who  has  the  responsibility  of 
that! 

Mr.  Palmer.  The  claims  board  itself  Is  responsible  for  it. 

Mr,  Graham,  And  they  consisted  of  who ! 
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Mr.  Palmeb.  Co).  Arisen,  Mr.  Bussell,  and  Col.  Hughes. 

Mr.  Graham.  He  vas  not  a  member  of  the  board,  was  hel 

Mr.  Palmer.  Col.  Hughes  n-as  at  that  time,  I  believe,  a  member  of 
the  board,  and  Col.  Clark  was.  Were  you  in  on  that  [addressing 
question  to  Co!.  Clark]  ? 

Col.  Clark.  No. 

Mr.  Graham,  So  that  the  claims  board  at  that  time  were  Col.  Ari- 
sen, Mr.  Kussell,  and  Co!.  Huglies ! 

Mr.  Palmeb.  Col.  Hughes,  Col.  Clark,  and  Maj.  Duryea. 

Mr.  Gkahau.  Col.  Clark  said  he  was  not. 

Mr.  Palmeb.  I  was  giving  the  whole  claims  board. 

Mr.  Graham.  How  long  have  you  been  with  this  board,  Mr. 
Palmer? 

Mr.  Palmer.  With  the  claims  board? 

Mr.  Graham.  Yes,  sir. 

Mr.  Palmer.  As  acting  chief  or  manager! 

Mr.  Graham.  Yes,  sir. 

Mr.  Palmer.  I  think  in  December  I  was  appointed  manager. 

Mr.  Graham.  1918? 

Mr.  Palmer.  1918. 

Mr.  Graham.  Prior  to  that  were  you  in  the  Government  service? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Graham.  In  what  capacity ! 

Mr.  Palmer.  As  manager  of  plant  facilities. 

Mr.  Graham.  At  some  plant! 

Mr.  Palmer.  At  this  plant,  for  the  Government  here.  Plant  facili- 
ties is  examining — making  reports  on  all  the  plants  for  Gorernment 
work. 

Mr.  Graham.  When  did  you  go  into  the  Government  service? 

Mr.  Palmer.  August  8,  1917. 

Mr.  Graham.  What  was  your  business  prior  to  that  time? 

Mr.  Palmeb.  Rolling  mill  business — iron  and  steel. 

Mr.  Graham.  What  company? 

Mr.  Palmer.  American  Kollme  Mill  Corporation. 

Mr.  Graham.  Were  you  an  oflacer  of  that  company? 

Mr.  Palmer.  President  of  it. 

Mr.  Graham.  Where  is  the  principal  office  of  that  company 
located  ? 

Mr.  Palmeb.  The  offices — our  business  is  sold  out;  it  is  all  split  up 
now. 

Mr.  Graham,  Where  were  you  locat«d,  in  Chicago? 

Mr.  Palmer.  My  general  offices  were  here.  1  had  a  plant  at 
Muncie,  Ind.,  and  one  at  Fort  Wayne,  Ind.  and  one  at  Muskegon. 

Mr,  Graham.  You  were  in  the  general  rolling-mill  business  and 
trade? 

Mr.  Palmer.  Yes,  sir ;  making  iron  and  steel  bars. 

Mr.  Graham.  Do  you  know  anything  about  this  nickel  plates  that 
are  out  there  at  this  plant? 

Mr.  Palmer.  Nothing  special. 

Mr.  Graham.  You  mow  they  are  made;  a  composition? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Graham.  Do  you  know  what  they  are  used  for;  what  they  use 
'that  kind  of  sheet  steel  for? 
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Mr.  Palmer.  The  plates ;  they  use  the  plates  in  this  gun  work  on 
(he  gan  carriages. 

ilr.  Graham.  Do  they  ever  use  it  for  anything  else,  commerciallj?  J 

Mr.  Palmer.  'Why.  it  can  not  be  used  in  the  regular  commercial 
business  of  boiler  making,  or  anything  like  that.  It  is  special  steel, 
2.75  or  3.25  nickel. 

Mr.  Graham.  Is  that  the  same  size  of  steel  that  is  used  by  the 
GovemmeDt  in  making  shields  for  machine  guns  and  tank  armor 
and  that  sort  of  stuff  f 

Mr.  Palmer.  Yes,  sir. 

Mr.  Qraham.  And  the  same  sort  of  steel  that  is  used  for  work  on 
war  vessels. 

Mr.  Palmer.    Yes,  sir. 

Mr.  Graham.  It  is  a  very  hard  sort  of  steel  that  is  particularly 
good  for  armor  plate? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Graham.  Do  you  want  to  ask  anything,  Mr.  Jefferis? 

Mr.  Jefferis.  Mr.  Palmer,  this  letter  of  yours  of  September  22, 
who  did  you  deliver  that  to? 

Mr.  Palmer.  Col.  Arison  and  Col.  Hughes  were  present;  I  do  not 
remember  who  I  handed  it  to,  but  I  think  it  was  Col.  Arison. 

Mr.  Jei'Peris.  Did  he  make  any  comment  on  it  or  anything  at  that 
time! 

Mr.  Palmer.  I  did  not  wait;  I  just  handed  it  to  him. 

Mr,  Jefferis.  Did  he  answer  it  in  any  way  afterwards  to  you? 

Mr.  Palmer.  Pardon  me,  now;  I  want  to  go  back;  there  arc  two 
letters.  I  called  attention  to'two  letters,  and  the  first  letter  was  not 
sufficient  to  base  a  bid  on.  In  other  words,  it  sort  of  evaded  a  number 
of  questions  in  there,  regarding  the  different  items  that  were  not 
explicit. 

Mr.  Garrett.  You  are  referring  to  the  Briggs  &  Tarvais  letter? 

Mr.  Palmer.  Yes,  sir;  and  then  when  the  f&st  letter  was  delivered 
they  argued  it  back  and  forth  in  reference  to  the  bids  on  the  different 
parts  of  the  different  materials.  There  was  a  question  about  com- 
l>onent  parts  that  arose,  as  to  what  offer  they  would  make  on  those, 
as  to  the  15  per  cent  on  the  cost  of  the  component  parts  or  15  per  cent 
on  the  material  that  was  in  the  component  parts;  15  per  cent  on  the 
component  parts  themselves  would  have  been  a  very  unreasonable 
proposition  because  there  might  have  been  a  hundred  tons  of  steel 
and  a  thousand  dollars'  worth  of  work  done  on  them,  so  we  called  up 
Briggs  &  Turivas  to  write  another  letter  or  tell  us  about  it,  and  that 
other  letter  came  the  next  day. 

Mr.  Garrett.-Is  that  the  one  that  Mr.  Graham  has  just  read  to 
you  here? 

Mr.  Palmer.  No  ;  that  is  my  letter.     The  other  is  attached  to  that. 

Mr.  Graham.  Yes;  they  are  both  here.  It  might  be  advisable  to 
put  the  two  Bri^^  &  Turvais  letters  in. 

Mr.  Gabrbit.  They  are  both  in  by  Mr.  Beagan. 

Mr,  Jefferis.  What  was  this  argument^  then,  that  you  had  about 
the  first  letter,  or  with  whom  did  you  have  it? 

Mr,  Palmer.  I  might  be  mistaken;  it  might  have  been  just  a  talk 
and  not  an  argument.    They  went  over  the  different  prices. 

Mr.  Jefferis.  You  say,  "  they  ";  who? 
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Mr.  Palmer.  Col.  Arison  and  Col.  Hughes  at  that  time  I  belieTe 
were  present,  and  we  were  talking  about  their  bid,  and  at  that  time 
they  were  not  certain  whether  these  people  really  were  conversant  with 
the  material  they  were  bidding  on,  and  this  component  part  proposi- 
tion came  up,  and  we  asked  them  for  another  letter,  which  is  the  last 
letter  there,  pidding on  the componentparts. 

Mr.  Gbahah,  Well,  that  was  the  different  parts  that  would  go  into 
this  carriage  t 

Mr,  Paeuer.  Yes ;  the  component  parts  that  are  made  on  the  out- 
side by  subcontractors. 

Mr.  Graham.  And  they  were  parts  that  were  planned  and  devised 
and  manufactured  for  specific  purposes  in  the  making  of  these  car- 
riages ? 

Mr.  Palmer.  Yes,  sir, 

Mr,  Graham.  And  the  labor  was  complete  on  themt 

Mr,  Palmer.  Yes,  sir. 

Mr,  Graham.  And  the  material  was  complete  in  go  far  as  the  parts 
were  concerned  ! 

Mr.  Palmer,  Well,  a  number  of  the  parts  were  partially  completed, 
component  parts.  Possibly  some  of  the  work  would  have  to  be  done 
there  at  the  Standard  Steel  Car  Co.  plant,  but  they  are  component 
parts,  completed  and  partly  completed. 

Mr.  Jefferis.  Who  composes  or  what  men  compose  the  salvage 
board  here  at  Chicago? 

Mr.  Palmer-  Well,  the  salvage  board  at  that  time  was  headed  by 
Maj.  Norton, 

Mr.  Jefferis.  How  big  a  board  did  he  have? 

Mr.  Palmer.  Well,  he  was  the  chairman  of  the  salvage  board.  I  do 
not  think  he  had  anybody  else  with  him  particularly,  only  his  clerks. 

Mr.  Jefferis.  Was  he  consulted  in  any  way  by  anyone  to  your 
knowledge  as  to  the  salvage  of  the  increased  facilities,  consisting  of 
machinery  located  down  in  the  Standard  Steel  Car  Co.'s  factory,  and 
the  component  parts? 

Mr.  Palmer.  Not  to  my  knowledge;  no. 

Mr.  Jefferis.  In  other  words,  there  wasn't  anything  done  so  far  as 
you  know  to  ascertain  from  Col.  Norton  his  ideas  as  to  the  fact  of 
whether  or  not  the  Government  would  have  use  for  them  at  the 
Watertown  Arsenal  or  other  places  in  the  future  in  completing  such 
carriages  ? 

Mr.  Palmer.  Well,  that  matter  was  taken  up  previous  to  this  sale, 

Mr.  Jefferis.  With  whom,  now  ? 

Mr.  Palmer.  Well,  now  that  is  just  simply 

Mr.  Jefferis  (interposing).  Just  answer  my  question,  and  we  will 
get  t«  the  other  afterwards. 

Mr,  Palmer.  As  I  understand,  it  was  taken  up.  I  have  no  knowl- 
edge who  it  was  taken  up  with,  or 

Mr,  Jefferis  (interposing).  You  answered  about  Col.  Norton;  did 
you  take  it  up  with  him  in  any  way? 

Mr.  Palmer.  No,  sir;  I  did  not. 

Mr,  Jefferis.  Now,  you  say  you  understand  that  it  was  taken  up 
with  somebody  before  the  settlement  was  made, 

Mr.  Palmer,  You  mean  with  the  salvage  board? 

Mr.  Jefferis,  No  ;  you  were  talking  about  some  up-in-the-air  prop- 
osition; who  was  it? 
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Mr.  pALHEH.  I  say  we  took  it  up  because  we  shipped  some  of  the 
material  to  the  different  arsenals. 

Mr.  Jeffbbis.  Who  was  it;  where  did  you  go;  how  did  you  get 
itupt 

Mr.  Palmer.  The  only  way  I  could  do  is  through  the  Standard 
Steel  Car  Co.  You  know  I  have  a  good  manj  other  things.  I  can  not 
point  to  any  one  thing.  Mr.  Vail  was  in  charge  at  the  time  as  pro- 
duction officer  with  Mr.  Church,  and  they  came  to  my  office  from  time 
to  time. 

Mr.  Jepferis.  Yes;  we  know  that.  Now,  did  you  hear  anybody 
talk  about  whether  this  stuff  should  be  shipped  to  Watertown  Arsenal 
or  be  soldi 

Mr.  Palmeh.  Only  what  Mr.  Vail  and  Mr.  Church  may  have  said 
in  my  office,  which  was  not  specific. 

Mr.  Jeffehih,  What  did  thej  say? 

Mr.  Palmer.  Nothing  specific,  I  say.  I  can  not  recall  any  one 
item  about  it.  All  I  recall  is  they  did  ship  a  part  of  the  material, 
and  anything  that  the  arsenal  would  want,  why,  they  would  give  to 
them  or  send  over  to  them. 

Mr.  Jeffeeis.  Well,  was  there  anybody  in  the  claims  board  or 
especially  appointed  from  the  Ordnance  Department,  or  anybody, 
so  far  as  you  know,  took  up  the  subject  whether  or  not  the  Govern- 
ment should  not  keep  all  of  those  component  parts,  all  of  this  vast 
machinery,  and  to  place  it  in  these  different  arsenals.  Rock  Island 
or  Watertown,  and  thus  save  to  the  Government  all  those  machines 
and  those  component  parts  that  had  been  manufactured  at  such 
expense  for  those  carriages,  or  was  all  that  left  to  Col.  Hughest 

Mr.  Palmer.  Well,  that  was  not  all  left  to  Col.  Hughes;  it  was  up 
to  Vail  and  Church  and  anybody  that  was  down  at  the  plant  that  had 
rbarge  of  that  to  see  that  the  arsenals  were  advised,  and  the  arsenals 
knew  it  was  there  because  it  was  all  Government-owned  material. 

Mr.  Jefferis.  Well,  those  arsenal  plants,  are  they  at  the  head  of 
the  Ordnance  Department! 

Mr.  Palmer,  Oh,  no;  a  separate  institution  entirely. 

Mr.  Jeffehis,  What  I  am  trying  to  get  is  whether  there  was  any 
head  of  an  organization  that  took  a  survey  of  this  stuff  and  said, 
"We  will  take  this  stuff  that  has  been  left  at  such  cost  and  these 
machines  that  were  got  at  such  cost  and  reserve  them  for  future  use 
of  the  Government,    or  anything  of  that  kind? 

Mr.  Palmer.  They  had  finished  a  certain  number  of  machines 

Mr.  Jefferis  (interposing).  I  know  that. 

Mr.  Palmer.  I  know ;  but  that  is  all  they  wanted  after  they  had 
finished  all  the  spare  parts  that  happened  to  be  at  the  plants. 

Mr.  Jeffehis,  I  understand  that  we  got  the  200  machines. 

Mr,  Palmer.  Yes;  and  the  spare  parts, 

Mr.  Jefferis.  Now,  why  not  keep  the  machines  for  use  in  th& 
future?    Did  anybody  pass  on  that  at  all? 

Mr.  Palmer.  As  I  told  you,  that  was  undoubtedly  passed  on 

Mr.  Jeffehis  (interposing).  By  whom? 

Mr.  Palmer.  By  Mr.  Vail  and  the  committee  down  at  the  plant. 

Mr.  Jefferis.  Well,  you  do  not  think  Mr.  Vail  had  qny  real  knowl- 
edge as  to  the  equipment,  etc.,  in  other  parts  of  the  country,  other 
than  at  Hammond? 
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Mr.  Palmbb.  Oh,  no ;  but  the  Government  had  a  list  of  eTerything 
there,  and  if  they  wanted  it  they  would  send  officers  there  to  collect 
it,  which  was  done  with  a  part  of  the  stuff,  part  of  the  materials. 

Mr.  Jeffebis.  When  would  they  have  done  thatt 

Mr.  Palueb.  During  or  after  the  war,  as  soon  as  these  contracts 
were  fiusp>ended. 

Mr.  Jeffehis,  As  a  matter  of  fact,  they  did  not  have  very  much  of 
it  made  then,  did  the;  i 

Mr.  Palmer.  Well,  I  don't  know  how  many  they  had  made. 

Mr.  Jefferis.  Well,  they  had  one  made  on  the  28th  of  November, 
I  think  it  was. 

Mr.  Palmer.  Well,  they  were  not  suspended  then.  They  con- 
tinued, didn't  they,  up  to  200 ! 

Mr.  Jefferis,  That  is  what  I  said. 

Mr.  Palmer.  But  when  they  got  through;  when  the  order  was 
canceled  they  had  to  report  on  allthis  material — Government-owned 
material  was  turned  over  to  the  authorities. 

Mr.  Jefferis.  What  I  am  trying  to  set  at  is  who  decided  that 
we  should  sell  all  of  this  machinery  and  &u  of  those  component  parts 
and  all  of  this  material  to  the  Standard  Steel  Car  Co.  at  this  large 
sum  of  $900,000,  rather  than  take  it — the  Govemmwit  itself — either 
as  salvage  and  then  on  to  the  arsenals,  or  else  sell  it;  who  decided 
that  question! 

Mr.  Palmer.  On  this  one  claim  here! 

Mr.  Jefferis.  Yes,  sir. 

Mr.  Palmer.  The  Chicago  district  claims  board. 

Mr.  Jefferis.  Now,  was  there  any  official  meeting — regular  nie^ 
ine  called ! 

Mr.  Palmer.  Oh,  they  had  a  regular  meeting,  undoubtedl.T. 

Mr.  Jefferis.  Now,  do  you  know? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Jefferis.  Was  you  there! 

Mr.  Palmer.  No,  sir;  I  did  not  attend  any  of  them. 

Mr.  Jefferis.  Then  you  do  not  know  of  your  own  personal  knowl- 
edge whether  they  did! 

Mr.  Palmer.  I  know  they  must  have  a  meeting  in  every  case. 

Mr.  Jefferis,  I  know  tnere  is  a  lot  of  "  must,"  and  sometimes 
they  do  not  do  as  they  must,  you  know ;  you  do  not  know  of  your 
own  personal  knowledge! 

Mr,  Palmer,  I  was  not  there;  no,  sir, 

Mr,  Jefferis.  You  were  not  down  at  Hammond  at  the  meeting 
when  the  representatives  came  out  from  Washington! 

Mr,  Palmer.  No,  sir. 

Mr.  Jefferis.  Nor  you  were  not  at  the  meeting  on  the  morning  that 
this  particular  award  was  made! 

Mr.  Palmer.  No,  sir. 

Mr,  Jefferis.  You  did  not  have  any  knowledge,  I  suppose,  Mr, 
Palmer,  whether  or  not  the  Standard  Steel  Car  Cx).  did,  as  a  matter 
of  fact,  turn  over  material  to  the  Watertown  Arsenal,  and  Kock 
Island,  on  such  requisitions  as  they  did  make,  do  you! 

Mr,  Palmer,  I  am  not  conversant  with  that. 

Mr,  Jefferis.  Now,  at  the  time  this  claim  was  turned  over  to 
Col,  Hughes  by  the  claims  board,  was  there  any  record  of  that 
transaction  made  by  the  claims  board  at  the  time  or  not! 
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Mr.  Palmeb.  You  mean,  it  they  did  officially  turn  it  over  to  him 
at  that  time? 

Mr.  Jefferis.  Yes;  did  they  keep  any  record  when  those  things 
are  done? 

Mr.  Palhsb.  They  just  turned  over  to  him,  is  all. 

Mr.  Jefferis.  In  other  words,  different  members  of  the  claims 
board,  you  thinkjust  told  Col.  Hughes  to  take  charge  of  that? 

Mr.  Paluer.  They  said  Col.  Hughes  would  be  a  good  man  to 
take  charge  of  that,  and  he  accepted  the  responsibility  and  took  the 
claim. 

Mr.  Jffferis.  Do  you  know  about  when  that  was! 

Mr.  Palmer,  I  could  not  tell  you  exactly  the  date  of  that;  it  was 
several  months  ago ;  two  months  ago,  I  should  imagine. 

Mr.  Jefferis.  When  you  would  appoint  a  committee  in  the  regu- 
lar channel  of  handling  these  claims,  would  they  consult  Uie  cost 
accountant  of  the  Government  in  any  way  about  anything! 

Mr.  Palmer.  Yes,  sir;  sure. 

Mr.  Jeffebis.  Would  they  consult  the  inventories  in  any  way  about 
anything,  do  you  know ! 

Mr.  Palher.  They  had  investigators ;  they  have  certain  committees 
and  investigators,  and  an  auditor;  they  turned  it  over  to  the  auditing 
department  at  the  time  they  wanted  it  audited;  they  turned  over 
to  the  investigator  to  investigate  it 

Mr.  Jefferis.  That  was  the  regular  and  usual  method ! 

Mr.  Palmer,  That  was  the  method. 

Mr.  Jefpesib.  So  that  the  committee  that  you  would  select  to  in- 
vestigate a  claim  after  it  was  turned  over  to  the  claims  board  would 
endeavor  to  utilize  the  cost  accounting  section  of  the  Qovenunent  or 
inspecting  section 

Mr.  Palmer  (interposing).  The  investigating 

Mr.  Jepfbris  (interposing).  Or  the  investigating  section,  and  to 
get  all  the  knowledge  that  was  obtainable  from  Government  agents 
or  officials  in  order  to  protect  the  Government! 

Mr.  Palmer.  That  was  the  usual  procedure. 

Mr.  Jefferis.  I  think  that  is  all. 

Mr.  Grahau.  Mr.  Garrett,  do  you  want  to  ask  any  questions! 

Mr.  Gabbett.  I  want  to  get  first,  to  see  if  I  have  the  right  im- 
pression with  reference  to  your  relation  to  these  claims.  lOu  say 
you  are  the  manager  of  the  staff;  now,  the  functions  of  the  staff 
are  just  what! 

Mr.  Pai/Meb.  To  prepare  and  investigate  claims  and  have  them 
ready  for  the  claims  board. 

Mr.  Gabbett.  In  other  words,  a  claim  is  filed  with  the  district 
claims  board;  it  is  by  the  district  claims  board  referred  to  the  staff 
or  tranBmitt«<I  in  some  way ! 

Mr.  Palmer.  It  comes  m — the  procedure,  you  know,  the  whole 
office  is  the  Chicago  district  claims  board. 

Mr.  GARBinT.  Yes;  of  course,  it  would  be  delivered  there  to  the 
recording  clerk! 

Mr.  Palmer.  And  then  passed  to  me,  and  then  passed  over  to  the 
right  committee. 

Mr.  Gabbett.  Now,  this  particular  claim  of  the  Standard  Steel 
Car  Co.  was  filed  in  tiie  regular  way ! 
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Mr.  Palmer.  Yes,  sir. 

Mr.  Gahrett.  And  it  reached  your  desk  as  manager  of  the  staff! 

Mr.  Palmer.  Yes,  sir. 

Mr.  Garrett.  And  you  say  that  it  lay  on  your  desk  for  perhaps 
two  weeks? 

Mr.  Palheb.  Yes,  sir. 

Mr,  Garrett.  And  did  you  state  just  now  that  it  was  probably  two 
months  ago  that  it  reached  you? 

Mr.  Palmer.  I  could  not  state  exactly  the  time;  probably  two  or 
three  months  ago ;  directly  after  the  time  Col.  Hughes  came  here. 

Mr.  Garrett.  Do  you  remember  the  gross  amount  of  it  when  it 
reached  you  ? 

Mr.  Palmer.  Well,  I  do  not. 

Mr.  Garrett.  Was  it  in  the  form  it  is  now?  I  indicate  now  the 
two  large  volumes  bound  in  leather? 

Mr.  Palmer.  That  is  right;  yes,  sir. 

Mr.  Garrett.  I  judge  from  your  letter  that  you  received  instruc- 
tions from  some  one  to  make  some  investigation  in  regard  to  the 
salvage? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Garrett.  I  read  here,  you  say :  "  I  was  directed  to  obtain  prices 
on  this  material,  so  that  the  claims  board  would  have  a  line  on  the 
salvage  value  of  the  same,"  and  during  a  trip  which  you  made  to 
Minneapolis  and  Stillwater  you  referred  the  matter  to  Mr.  Vail? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Garrettt.  Do  you  remember  who  it  was  that  directed  you  to 
obtain  these  prices? 

Mr.  Palmer.  Col.  Arison,  I  believe. 

Mr.  Garrett,  Did  you  go  to  any  others  than  Briggs  &  Turvais? 

Mr.  Palmer.  I  did  not  go  to  them. 

Mr,  Garrett.  Oh,  you  did  not  go  to  them ;  you  turned  that  over  to 
Mr.  Vail? 

Mr,  Palmer.  I  did  not  go  to  them. 

Mr.  Garrett.  And  he  attended  to  it  entirely? 

Mr.  Palmer.  Yes,  sir, 

Mr.  Gabrbtt.  You  yourself  were  absent  and  gave  no  personal 
servi-e  in  that  regard? 

Ml ,  ."almeh.  No,  sir. 

Mr.  Garrett,  Now,  were  you  asked  to  do  anything  about  any  other 
items  of  the  claims  except  the  salvage? 

Mr.  Palmer.  That  is  all. 

Mr,  Garrett.  This  Briggs  &  Turivas  bid  was  not  upon  any  ma- 
chines in  the  shop,  was  it? 

Mr.  Palmer.  No;  just-  upon  the  material,  as  I  understand;  that 
was  al!  they  were  asked  to  bid  on  by  Mr.  Vail.  That  is  shown  by 
that  letter  of  theirs. 

Mr.  Garrett.  I  was  anxious  to  get  your  interpretation  of  their 
letter  in  that  respect. 

Mr.  Palmer.  Yes,  sir. 

Mr.  Garrett.  I  suppose,  however,  the  bid  was  on  some  tools; 
small  tools? 

Mr.  Palmer.  Why,  on  the  indirect  and  direct  materials  and  com- 
ponent parts. 
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Mr.  Garrett.  And  that  would  have  included  some  tools,  such  asi. 
wrenches! 

Mr.  Palmer.  Indirect  materials  would  be  included,  wrenches,  and 
such  as  that ;  yes,  sir. 

Mr.  Garrett.  Did  Col.  Hughes  or  Col.  Arisen  subsequent  to  the 
receipt  of  your  letter  and  prior  to  the  making  of  the  award  discuss 
your  recommendation  with  you  at  any  length ;  that  is,  your  recom- 
mendation that  it  be  turned  over  to  the  salvage  board  if  they  could 
not  get  a  better  offer  than  this  4  per  centt 

Afr.  Pauieb.  Why,  they  possibly  did,  but  not  in  my  presence, 

Mr.  Garrett.  Well,  I  asked  if  they  discussed  it  with  you ! 

Mr.  Palmer,  Well,  now,  come  again  on  that. 

Mr,  Garrett,  Well,  subsequent  to  the  receipt  of  your  letter  of  Sep- 
tember 22,  which  has  been  placed  in  the  record,  did  Col.  Hughes  and 
Col.  Arisoa,  or  either  of  them,  or  anyone  else  connected  with  the 
Claims  Board  discuss  the  subject  matter  of  this  letter? 

Mr.  Palmer.  No;  it  was  previous  to  the  letter. 

Mr.  Garrett.  Previous  to  the  letter? 

Mr.  Palmer.  Yes,  sir. 

■  Mr.  Garrett,  Did  they,  aft«r  the  award  was  made,  either  of  them 
give  vou  any  reason  as  to  why  your  recommendation  in  that  respect 
was  disregarded? 

Mr.  Palmer.  I  do  not  think  they  discussed  it  at  all,  because  I  was 
busy  with  other  work- 
Mr.  Garrett.  I  take  It  you  did  not  discuss  this  matter  with  either 
Col.  Eeeves  or  Col.  McFarland  f 

Mr.  Palmer.  I  did  not  see  them;  I  did  not  meet  the  gentlemen  at 
all. 

Mr.  Garrett.  When  the  name  of  Col.  Hughes  was  suggested  as  a 
proper  person  to  negotiate  this  settlement,  was  there  any  suggestion 
that  the  fact  that  he  had  signed  procurement  order  in  connection  with 
it  originally  rendered  him  an  undesirable  man  for  that  i 

Mr.  Palmer.  I  know  nothing  about  such. 

Mr.  Garrett.  You  knew  notning  about  that? 

Mr.  Palmer.  No ;  I  knew  nothing  about  it. 

Mr.  Garrett.  Do  you  know  whether  that  sheet  metal  that  is  down 
there,  this  2.50  and  2.75  nickel,  I  believe,  you  stated,  whether  that  ia 
the  character  that  is  used  for  armor  plate  on  vessels? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Garrett.  Are  those  sheets  down  there  adaptable  to  that? 

Mr.  Palmer.  Too  light. 

Mr.  Garrett.  You  mean  not  thick  enough? 

Mr.  Palmer.  Not  thick  enough  and  too  light  alto^ther. 

Mr.  Garrett,  Woftld  it  be  adaptable  to  tank  work? 

Mr.  Palmer.  No,  sir. 

Mr.  Garrett.  Why  ? 

Mr.  Palmer.  Because  it  could  not  be  used  for  tank  work;  it  is  not 
regular  open-hearth  steel  sheets  used  regularly. 

Sir.  Garrett.  I  understood  you  to  say  in  answer  to  Mr.  Graham, 
that  it  was  the  character  of  steel  used  on  tanks? 

Mr.  Palmer.  No  ;  not  in  the  regular  tanks ;  I  am  talking  of  the  gun 
stuff. 

Mr.  Graham.  I  meant  gun  tanks? 

Mr.  Palmer.  Yes;  they  could  use  it  on  tanks;  tractor  gun  tanks. 
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,  Mr.  Graham.  That  is  what  I  meant. 

Mr.  Palmer.  Yes ;  that  is  what  they  were  using  it  on ;  whether  that 
size  or  the  thickness  would  apply  to  that,  I  don't  know,  because  I 
don't  know  the  size  of  the  sheets  down  there. 

Mr.  Gabrbtt.  You  have  never  really  seen  that  material  or  paid 
any ■  attention  to  it? 

Mr.  Palmek.  I  walked  by  there  once,  but  never  gave  it  any  special 
attention.  You  see,  that  material,  if  you  will  allow  me,  as  I  saw  it, 
in  the  first  place  had  been  cut  to  shop  size;  a  lot  of  it  had  been  irreg- 
ular and  could  not  be  used  in  regular  business  unless  somebody  could 
find  a  special  use  for  it.    In  parts  of  it,  ends  were  cut  off. 

Mr.  Garrett.  Now,  are  you  referring  to  the  sheet  metal? 

Mr.  Palmer.  The  plat«s? 

Mr,  Garrbtt.  The  plates? 

Mr.  Palmer.  Yes;  of  course,  some  plates  were  in  regular  size,  but 
the  general  run  of  it  had  been  cut  or  Dored  or  drilled  and  could  not 
be  handled  as  standard  stuff.    A  lot  of  it  is  standard  material. 

Mr.  Garrett.  Do  you  know  anything  about  the  making  of  ma- 
chine-gun shields;  know  whether  that  material  down  there  could  be 
used  for  that? 

Mr.  Palmer.  No;  I  don't.  I  know  that  they  use  such  material, 
but  I  would  not  know  whether  the  thickness  or  the  analysis  of  it  is 
proper. 

Mr.  Garrett.  Well,  going  back  for  a  moment,  all  that  you  have 
to  do  then  with  this  claiin  was  to  cause  Mr.  Vail  to  communicate 
with  Briggs  &  Turvais  on 

Mr.  Palmer  (interposing).  Yes;  I  did  not  name  anybody  that 
'  should— I  did  not  appoint  Mr.  Vail  at  all ;  while  I  was  absent  Mr. 
Vail  was  appointed  to  do  that  work.    I  did  not  appoint  him. 

Mr.  Garhett,  But  he  was  appointed? 

Mr.  Palmer.  This  letter  came  to  me  over  my  desk. 

Mr.  Garrett.  And  you  inquired  of  Mr.  Vail  what  had  been  done! 

Mr.  Palmer.  Yes. 

Mr,  Garrett.  Yu  mean  the  letter  from  Briggs  &  Turvais? 

Mr.  Palmer.  Yes;  that  letter  came  to  me  in  the  regular  course  of 
business,  and  I  went  in  and  showed  the  board  what  offer  had  been 
made. 

Mr,  Garrett,  You  stated  that  Vail  had  made  some  investigations? 

Mr,  Palmer,  Yes,  sir. 

Mr.  Garrett,  Did  Vail  ever  talk  to  you  about  it? 

Mr.  Palmer.  Yes,  sir. 

Mr,  Gabhett.  He  told  you  what  he  had 

Mr,  Palmer  (interposing).  Yes:  that  he  could  have  Briggs  & 
Turvais  go  over  there  and  bid  on  that  stuff. 

Mr.  Garrett,  Have  you  stated  now  all  that  you  had  to  do  with 
any  parts  of  this  claim? 

Mr.  Palmer.  Yes,  sir. 

Mr.  Gahrett.  That  is  all, 

Mr.  Graham.  You  do  not  know,  Mr,  Palmer,  how  much  of  that 
materia]  was  cut  up  into  irregular  pieces,  do  you? 

Mr.  Palmer.  No;  I  could  not  tell. 

Mr,  Graham.  And  what  you  are  telling  us  here  is  simply  what 
you  have  heard  in  a  general  way? 

Mr.  Palmer.  No;  what  I  have  seen.    I  walked  through  ther«. 
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Mr.  Graham.  Have  you  seen  it  since  the  armistice? 

Mr.  Palmer.  Yes,  sir. 

Air.  Graham.  Have  you  seen  it  since  the  contract  was  finished! 

Mr.  Palmer.  Yes,  sir. 

Mr.  Graham.  Well,  it  appeared  to  this  committee  as  we  inspected 
it,  it  is  in  its  original  conditioat 

Mr.  Palmkb.  It  is  not  in  the  original  condition. 

Mr.  Graham.  It  is  stacked  up  in  sheds,  and  these  sheds  seem  to  be 
a  portion  of  the  whole  mass  ot  steel  that  is  there.  Did  you  observe 
it  that  way? 

Mr.  Palmer.  I  looked  at  it  from  the  end  when  I  was  down  there 
a  month  or  two  ago,  just  casually,  that  the  bulk  of  it  would  have  to 
be  sold  for  specialmaterial,  and  find  a  customer  that  had  special  use 
for  it,  or  it  would  have  to  be  sold  for  scrap  iron. 

Mr.  Graham.  That  is  all,  Mr.  Palmer. 

TESimOHT  OF  MS.  H£I£  B.  LABSOK,  ASSISTAm  ASHT 
IHSPECTOR  OF  OBSNAKCE,  HAUHOm),  INS. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  What  is  your  full  name! 

Mr.  Larson.  Nels  B.  Larson. 

Mr.  Graham.  Where  do  you  live! 

Mr.  Larson.  My  home  is  in  Chicago,  but  the  past  two  years  I  have 
been  in  Hammond,  near  the  work. 

Mr.  Graham.  What  is  your  busdness! 

Mr.  liAssoN.  Before  August  1,  while  Maj.  Bayliss  was  in  chatve, 
I  was  chief  clerk  and  office  manager,  and  when  Maj.  Brock  succee<£d 
him  I  was  at  the  plant  as  assistant  Army  inspector  of  the  ordnance. 

Mr.  Graham.  Are  you  still  at  the -plant! 

Mr.  Larson.  Yes,  sir. 

Mr.  Graham.  How  long  have  you  been  there  altogether! 

Mr.  Larson.  Since  December  27,  1917. 

Mr.  Graham.  During  that  time  have  you  had  full  knowledge  of 
all  the  conditions  that  existed  out  there  from  time  to  timet 

Mr.  Larson.  Yes,  sir;  so  far  as  the  inspection  division  was  con- 
cemed. 

Mr.  Graham.  Your  work  all  the  time  was  that  of  an  inspectort 

Mr.  Larson.  No,  sirj  handling  office  routine  and  the  mail  matters 
in  the  inspection  division. 

Mr.  Gkaham.  Oh!    You  were  doing  clerical  work! 

Mr.  Larson.  Yes.  sir. 

Mr.  Graham.  Were  you  out  in  the  shop  very  much! 

Mr.  Tjarson.  Special  trips  now  and  then ;  a  few  trips  a  week  in 
the  shop  for  some  purpose  of  other. 

Mr.  Graham.  Now,  you  are  acquainted  with  this  final  award  that 
ffas  made,  or  the  award  that  was  made  by  the  Chicago  District 
Claims  Board  in  this  case! 

Mr.  Larson.  Yes,  sir. 

Mr.  Graham.  When  requisitions  came  in  from  the  United  States 
arsenals  for  any  of  the  materials  at  that  plant,  to  whom  did  they 
come) 

Mr.  IiARSON.  To  the  inspector  of  ordnance. 
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Mr.  Gbahah.  Did  you  have  anything  to  do  with  that? 

Mr.  Larson.  Yes,  sirj  and  they  were  in  turn  transmitted  to  the 
Standard  Steel  Car  Co.,  informing  them  that  the  Government  desired 
such  material. 

Mr.  Graham.  Up  to  the  time  that  this  claim  was  settled  were 
there  any  requisitions  came  in  to  you  from  the  United  States  for 
material  at  that  plant? 

Mr.  Larson.  Yes,  sir;  we  received  one  this  morning  from  Water- 
town  Arsenal. 

Mr.  Graham.  Do  you  have  it  with  yout 

Mr.  Larson.  I  have  it  right  here;  yes,  sir. 

Mr.  Graham.  What  does  it  ask  for? 

Mr.  Larson.  One  broaching  machine,  United  States  No.  56,  with 
gang  shaft  and  broaches  and  other  available  equipment,  for  ship- 
ment to  Ordnance  School  of  Technology,  Watertown  Arsenal.  This 
order  bearingserial  number  OA234,  and  issued  by  the  administration 
division  in  Washington — the  administration  division  of  the  Artil- 
lery division. 

Mr.  Graham.  Up  to  the  time  that  this  claim  was  settled  were 
there  any  requisitions  came  in  to  you  from  arsenals  of  the  United 
States  for  material  at  that  plant? 

Mr.  Larson.  Yes,  sir;  several. 

Mr.  Graham.  Well,  do  you  have  them  with  you? 

Mr.  Larson.  Yes,  sir. 

Mr.  Graham,  Can  you  give  us  in  a  genera!  way  about  the  date 
and  the  amount  of  material  that  they  wanted,  and  what  sort  of 
-  material  it  was?  Without  going  into  specific  details,  give  ns  a  gen- 
eral r&umfi  now  of  the  requisitions  that  were  made  by  the  arsenals 
on  that  plant  before  this  claim  was  settled? 

Mr.  Larson.  Watertown  Arsenal  requested  all  the  jigs,  toots,  fix- 
tures, and  patterns  which  the  Standard  Steel  Car  Co.  were  informed, 
on  August  6,  that  were  desired  by  the  Watertown  Arsenal. 

Mr.  Graham.  Was  that  all  the  jigs  and  dies  that  were  there? 

Mr.  Larson.  And  fixtures  and  gauges. 

Mr.  Graham.  What  does  fixtures  mean  ? 

Mr.  Larson.  I  am  not  a  technical  man  and  do  not  quite  appre- 
ciate the  interpretation  of  the  word.  The  technical  matters  have 
been  submitted  to  Mr.  Cook,  who  was  the  technical  man  and  familiar 
with  the  shop  there. 

Mr.  Graham.  What  did  you  find  out  from  the  Standard  Steel  Car 
Co.  when  that  requisition  was  submitted? 

Mr.  Larson.  Tiiey  apparently  ignored  it,  and  they  were  written 
the  second  time  and  asked  what  they  intended  to  do  about  it. 

Mr.  Graham.  When  did  you  write  that? 

Mr.  Larson.  On  October  2;  they  were  written  the  first  time  on 
August  6,  1919,  and  no  reply  was  received  and  they  were  written 
again  on  October  2  and  no  reply  was  received, 

Mr.  Graham.  In  those  requisitions  did  you  specifically  request 
those  things? 

Mr.  Ijarson.  Yes,  sir. 

Mr.  Graham.  You  got  no  answer  to  either  one  of  them  ? 

Mr.  Larson.  To  the  first  one;  to  the  second  one  we  received  a  letter 
asking  that  we  submit  a  statement  through  Mr.  Clifford,  but  no  direct 
answer  what  they  proposed  to  do  about  it. 
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Mr.  Graham.  Did  you  submit  such  statemeuU? 

Mr.  Larson.  Yea,  sir, 

Sir.  Orahah.  When  was  that  submitted! 

Mr.  Larson.  October  6;  that  is,  Mr.  Jenka  replied  to  our  letter 
under  date  of  October  2,  and  we  replied  when  we  had  such  statement ; 
it  involved  31  p^es  of  single-space  typing. 

Mr.  Graham.  Do  you  know  of  any  other  requisitions  by  arsenals! 

Mr.  Larson.  Yes,  sir;  indicect  material  from  the  Watertown  Arse- 
nal, a  value  placed  on  it  of  a  quarter  of  a  million  dollars. 

Mr.  Graham.  When  was  that  submitted? 

Mr.  Larson.  For  some  unaccountable  reason  that  was  not  sub- 
mitted to  the  Standard  Steel  Car  Co.,  and  it  was  put  through  the 
man  who  has  now  charge  of  the  service,  who  was  assistant  inspector 
at  that  time,  Mr.  Krentzberg  by  name,  and  was  not  detected  or  dis- 
covered until  some  time  afterwards,  was  presented  to  the  claims  board 
on  the  day  they  were  at  Hammond  to  negotiate  settlement,  on  Sep- 
tember 25,  and  so  far  as  I  could  see  no  attention  was  given  to  the 
statement  at  that  time. 

Mr.  Graham.  Who  submitted  it  to  the  claims  board! 

Mr.  Larson.  1 ;  after  lunch  I  did  not  know  they  were  in  session 
until  probably  three-quarters  of  an  hour  after  they  had  started, 
and  I  promptly  went  down  there  with  those  statements  and  turned 
them  over  to  Mt.  Church,  and  at  the  appropriate  time  they  were  sub- 
mitted to  Col.  Reeves,  and  Col.  McFarland  also  looked  over  them,  and 
request  was  made  at  that  time  that  necessary  reservations  he  made 
in  the  award  so  that  those  parts  to  the  arsenal,  as  well  as  the  replace- 
ment parts,  on  which  we  had  not  received  from  the  arsenal. 

itr,  Graham.  Who  made  that  request! 

Mr.  I^ARSON,  I  made  the  request  for  the  production  division. 

Mr.  Graham.  Was  a  reservation  put  in? 

Mr.  Larson.  In  paragraph  3 

Mr.  Graham  (interposing).  In  paragraph  3? 

Mr.  Larson.  No,  sir. 

Mr.  Graham.  Paragraph  3  says: 

Thp  l'nlt«l  Rintps  Rlinll  linvp  the  rleht  of  rwiiilsltltn  from  snlil  iiroperfy 
on  hnntl  onil  not  sold  nt  tlie  time  of  reqnUkiim  for  E<par<>s  for  the  Wntertowo 
urwuiil  Imt  there  shall  be  no  oMlt;nt1on  on  the  imrt  of  the  claimant  to  hold 
any  of  snkl  oouijiuny  In  anticipation  of  such  requisition. 

Xow,  that  was  put  into  the  award,  wasn't  it! 

Mr.  Larson.  Yes.  sir. 

Mr.  Graham.  Did  you  know  at  that  time  that  Schedule  B  was  at- 
tached to  this  award  which  states : 


All  fncllltlea  liiclinIInK  ImlUllncs  and  stnictures,  mnchlnpry,  e<nili)iii<>nt,  dlrecl 
mntertul,  raw  Diatorliil,  Inilltrrt  material,  and  material  In  proceHs,  and  all 
property  of  whatsoever  nature  Involved  In  contract  No.  C.  F.  331  nnd  not  de- 
Ilvereil  to  or  requisltioneil  hy  the  Vnlteil  States  on  this  date,  Sejitoniber  26, 
IfllO. 

Mr.  Larson.  No,  sir;  I  did  not  know  about  it. 

Mr.  Graham.  How  did  that  language  pet  in  there! 

Mr,  Larson.  The  meeting  was  heh]  September  25  in  Hammond, 
and  there  was  no  minutes  recorded  that  took  place,  but  this  award 
was  written  in  the  Chicago  office  the  following  day  at  which  a  limited 
number  of  parties  were  present,  I  understand,  and  I  did  not  know 
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that  was  in  it  until  I  secured  a  copy  ot  that  award,  which  is  probably 
third-handed. 

Mr.  Graham.  If  the  language  had  stood  as  in  paragraph  3  of  the 
award  itself  it  probably  would  have  covered  this,  wouldn't  it! 

Mr.  Larson.  It  would  have  protected  the  Government,  because  that 
language  abrogates  that  part  of  the  agreement. 

Mr.  Grahau.  And  makes  it  necessary  to  have  the  requisitions  filed 
prior  to  September  26^ 

Mr.  Larson.  Yes;  but  it  Was  our  understanding  that  it  was  to  ex- 
pire on  the  1st  of  October.    I  got  it  verbally. 

Mr.  Graham.  How  did  you  get  it  verbally? 

Mr.  Larson.  From  Mr.  Church. 

Mr.  Graham.  He  told  you  that,  did  he?    , 

Mr  Larson.  Yes ;  he  told  me  that  it  was  definite,  because  Water- 
town  might  draw  material  for  six  months, 

Mr,  Graham.  When  did  Mr.  Church  tell  you  that? 

Mr.  Larson.  On  the  evening  of  September  26,  at  the  hotel. 

Mr,  Graham.  He  said  that  lie  would  attend  to  that? 

Mr,  Larson,  No;  he  said  that  he  had  made  the  request  of  the 
claims  board  that  the  limit  be  set  to  October  1. 

Mr.  Graham,  Now,  do  you  know  whether  these  arsenals  of  the 
United  States  are  calling  for  or  wanting  any  of  that  material  out 
there  or  not? 

Mr.  Larson.  Yes,  sir;  Watertown  has  made  requests  for  building 
11,  a  building  of  600  foot  extension  to  the  building  that  was  already 
there,  a  600-foot  building  already  there,  making  a  building  1^00 
feet  long  by  280  feet  wide,  which  the  Government  oore  its  proportion 
of  expense  on  building.  I  think  the  original  appropriation  was 
$790,000,  and  I  believe  it  was  later  increased. 

Mr.  Graham.  You  say  the  arsenal  was  wanting  that  building? 

Mr,  Labbon.  Watertown  Arsenal  would  like  me  Government  sec- 
tion of  that  building, 

Mr.  Graham.  Do  you  mean  to  move  it? 

Mr.  Larson,  No,  sir;  dismantle  it  and  move  it  to  Watertown 
Arsenal. 

Mr.  Graham.  They  need  the  construction  materials,  do  they? 

Mr.  Larson.  Yes,  sir. 

Mr.  Graham,  How  about  the  machines  and  fixtures  in  it? 

Mr.  Larson.  They  have  already  made  requisitions  for  the  fixtures. 

Mr.  Graham.  Including  the  material  and  machines? 

Mr.  Larson.  Not  all  of  them;  they  submitted  a  list  of  what  they 
wanted,  and  that  was  turned  over  to  the  Standard  Steel  Car  Co. 

Mr.  Graham.  When  was  that  done? 

Mr.  Larson.  I  have  not  the  exact  date  here,  but  some  time  in 
August  and  it  was  understood  that  they  had  the  first  option  on  all 
faculties  at  the  plant? 

Mr.  Graham.  Who  were  to  have? 

Mr.  Larson.  The  Standard  Steel  Car  Co.  were  to  have  option  to 
purchase  if  they  desired  all  facilities  at  the  plant  before  the  Gov- 
ernment could  tear  it  out.  .  „    .  .   -         ,.     » 
Mr  Graham.  Where  did  you  get  that  information  i 
Mr  Larson.  From  Mr.  vail,  which  he  said  it  was  the  procedure 
outlined  at  the  Chicago  claims  board. 
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Mr.  Graham.  When  did  Mr.  Vail  teU  you  that? 
Mr.  LiABBON.  At  that  time;  it  was  along  in  August. 
Mr.  Graham.  Had  you  gone  to  Vail  and  asked  him  about  this  ma- 
terial that  the  Govemment  wanted  ? 

Mr.  Larson.  I  went  to  him  and  Mr.  Church  and  showed  him  the 
material.  The  proceeding  is  for  us  to  get  it  from  the  Chicago  office, 
and  we  submit  it  to  the  Standard  Steel  Car  Co.  and  giving  them  the 
option  to  buy  it  if  they  care  for  it,  and  if  they  do  not  want  it  they 
say  so  and  then  this  material  is  for  shipment.  That  statement  as 
modified  by  the  Standard  Steel  Car  Co.  would  be  to  send  to  Chicago 
for  things  released  from  the  claim,  and  they  in  turn  would  submit 
it  to  the  property  manager  and  he  would  drop  the  items  from  his 
property  record. 
Mr.  Graham.  And  was  that  done  1 

Mr.  Larson.  And  after  going  through  it  was  returned  to  us  and 
we  started  to  ship  out  in  accordance  with  the  modified  statement 
which  was  returned  by  the  Standard  Steel  Car  Co. 
Mr.  Graham.  Did  it  go  through  those  channels  t 
Mr.  Larson.  Yes,  sir. 
Mr.  Graham.  Did  they  modify  it! 
Mr.  Larson.  The  Standard  Steel  Car  Co.  modified  it. 
Mr.  Gsahau.  In  what  respect? 

Mr.  Larson,  They  simply  sent  a  new  statement  and  said,  "  These 
are  the  machines  we  will  ship  to  the  Watertown  arsenal." 
Mr.  Graham.  Was  that  before  the  settlement  of  the  claimt 
Mr.  Larson.  Yes,  sir. 

Mr.  Graham.  What  machines  were  they  they  said  they   would 
shh>? 
Mr.  Larson.  I  have  a  list  of  them  here. 

Mr.  Graham.  Have  you  the  reply  of  the  Standard  Steel  Car  Co. 
to  that  request? 
Mr.  Larson.  No,  sir ;  I  do  not  believe  I  have  it  here. 
Mr.  Graham.  You  have  the  list  they  said  they  would  shipt 
Mr.  Larson.  I  have  the  list  they  said  they  would  ship;  and  the 
same  thing  applies  to  the  Rock  Island  arsenal,    I  have  also,  I  believe, 
other  papers  here  with  Mr.  Jenks's  or  the  Standard  Steel  Car  Co. 
reply.    And  after  first  shipping  the  original  list  of  Rock  Island  ma- 
chinery requirements  they  came  along,  probably  a  month  after,  or 
some  time  in  September  and  made  a  second  revision  and  said  there 
vere  more  machines  on  that  list  they  desired  to  retain,  after  already 
sending  some  forward  to  the  Rock  inland  arsenal. 
Mr.  Graham.  You  have  that  correspondence? 
Mr.  Larson.  Yes,  sir. 

Mr.  Graham.  I  think  you  had  better  put  that  all  in  the  corre- 
spondence with  the  Standard  Steel  Car  Co,  about  the  arsenal  requisi- 
tions and  their  answers.  You  can  pick  them  out  and  give  tlicni  to 
the  reporter  later. 

Mr,  Gasrbtt.  Including  what  was  requisitioned  and  what  they 
gave. 

Mr.  Graham.  Yes;  your  requisitions  and  their  replies,  including 
the  second  reply  you  have  mentioned.  In  fact,  we  want  full  infor- 
mBtion  about  that  subject. 
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{In  response  to  this  request,  Mr.  Larson  afterwards  turned  over 
to  the  reporter  the  following  letters  and  data,  which  are  here  printed 
in  full;) 

Septeubeb  4,  Idld. 
Genebal  Manager  of  Ordnan'cb  Stakdabd  Steet.  Gab  Co., 

Hammond,  Ind. 
Deab  Sib  :  Re  shipment  of  machine  tools  to  Bock  Ir-land  Arsennl. 

1.  Am  attaching  herewith  list  of  machines  and  equipment  desired  b^  Rock 
Island  Arsenal,  applying  on  shipping  order  Mc-2376,  Is-ued  June  30,  1919. 

2.  This  list  of  machinery  was  checked  by  your  Mr.  Corey,  who  stated  that 
the  Standard  Steel  Car  Co.  will  waive  the  privilege  of  purchasing  any  of  the 
Items  listed  thereon  and  that  it  Is  agreeable  that  same  should  be  released  by 
the  claims  board  for  shipment  to  Rock  Island  Arsenal. 

3.  It  is  our  understanding  that  machines  enumerated  on  attached  list  hare 
now  been  released  by  the  claims  board. 

4.  It  Is  also  our  understanding  that  instructions  have  been  Issued  to  the 
salvage  hoard  through  proper  channels  for  the  boxing  and  i-htpplng  of  this 
machinery  and  equipment  to  Rock  Island  Arsenal. 

5.  You  are  advts^  that  Mr.  Painter,  representing  the  salvage  board,  Is  now 
at  this  plant  with  a  force  of  nien  employed  under  contract,  who  have  received 
contract  for  the  purpose  of  bo\lng  and  shipping  all  machinery. 

6.  It  la  also  our  understanding  that  the  salvage  board  Ih  authorized  to  pro- 
ceed with  the  work  of  boxing  and  crating  this  machinery  and  that  said  action 
meets  the  requirements  of  account  ability  with  your  company. 

T.  This  office  hereby  approves  the  action  of  the  salvage  board  In  handling 
the  shipment  as  outlined,  with  the  wish  that  said  talvage  board  will  work  in 
harmony  with  the  organization  to  the  fullest  extent. 

8.  It  Is  our  further  understanding  that  contract  let  by  the  salvage  board  for 
shipment  of  machinery  stipulates  that  all  materials,  such  as  lumber,  nails,  etc.. 
are  to  be  furnhhed  by  the  Ordnance  Department,  hence  this  olllce  will  ajiprove 
requisitions  for  any  materials  that  may  l>e  required  for  the  shipment.  Am 
providing  Mr.  Clifford  by  carbon  copy  of  this  letter  with  two  copies  of  the 
attached  list  of  machinery  and  equipment  on  alKive  shipping  order,  also  send- 
ing him  transportation  order  U.  S.  W.  D.  5.3313,  issued  August  30,  covering 
40  cars  required  for  the  >hipraent  of  this  machinery  via  Rock  Island  Railroad. 

9.  Government  bills  of  lading  wilt  be  provided  In  the  usual  manner  for  moving 
this  shipment,  and  Mr.  Clifford  will  be  provided  with  tally  sheet,  signed  by 
representative  of  the  salvage  board,  wliich  will  serve  as  receipt  for  the  ma- 
chinery and  equipment  released. 

Respectfully, 

J.  A.  Vail, 
Chief  Production  Offtccr,  Ordnance  Department. 
Copy  to  Mr.  Clifford. 

P.  s. — In  this  connection  I  am  sending  you  copy  of  letter  of  3d  ln;tant  from 
Capt.  Whltmore,  of  tlie  transportation  section,  pertaining  to  the  transportation 
feature  of  this  matter,  which  will  be  handled  In  this  office  as  outlined  above. 


Standabo  Steel  Car  Co., 

Obonancb  Dkpabtuent, 
Ham.mond,  Ind.,  September  13,  I91S. 
Mr.  J.  A.  Vail,  O.  P.  O., 

Standard  Steel  Car  Co.,  Hammond,  Ind. 
Deab  Sib:  Referring  to  your  letter  of  September  4  regarding  shipment  of 
machine  tools  to  Rock  Island  Arsenal : 

The  list  Is  correct,  excepting  that  we  do  not  at  this  time  desire  to  release  the 
following  tools: 
1  34-Inch  Barnes,  regular  equipped  drill  press,  D-114. 
3  Canedy  Otto  wall  drills,  D-50,  !)-'>.'(,  U-56. 
1  2-lncb  Landis  pipe  threader,  X-155. 
1  No.  300  Davis  pressure  generator,  X-232. 
1  Davis  acetylone-gas  generator,  X-30. 
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The  list  of  mncliinc 
over,  anil  releasoG  cai 

Very  truly,  jours, 

P.  G.  JENK8, 
Qeneral  ilanager  of  Ordnance. 
F.  S.— It  will  be  Doled  that  none  of  the  mnchlnes  required  by  Rock  Islmi'l 
Arsenal  have  been  shipped  to  vocntlonal  training  schools. 

P.  O,  J. 


1  84-lnch  Biiroes  regulnr  equipped  drill  press,  D-114. 
8  Canedy  Otto  wall  drills,  D-50,  53,  56. 
1  2-lDcli  T.4in(fls  ])lpe  threader,  X-155. 
1  No.  300  Davis  pressure  generator,  X~232. 
1  Davis  acetylene-gas  generator,  X-30. 


MACBIN^T  AND  EQUIPUENT  BEQl'ISI 
ABO  STEEL  CO.  HAVE  BELEA8ED,  DUT 
ORDER  MO-33T8. 

1  John  Barnes  20-ineh  drill,  D-IO. 

3  Auto  Transportation  Co.  type  L  trucks. 

1  Auto  Transportation  Co.  type  T  tractor. 
8  small  shop  tnickH. 

2  plain  revolving!  tables.  24  Inches. 

1  pump  motor.  No.  1491201,  220  volts.  2  horsepower,  M-20. 

1  bookbinder's  cabinet. 

3  blue-print  file  cabinets. 

2  cupboards,  73  by  18  by  36. 
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Machinerii  shipped  to  Rock  Itland  Arsenal  on  S.  0.  MC-MTte. 


noy«  &  E  mines  Ui 


Dodn  A  Shlptoy  lubr,  10  by  S   . 


IMtrlcb  &  Harvey  boring  m 

No.  I»  BulVy'^inFb  bbk'horiioDW'erln'der.''! 
Lfmdia  plain  erlnder; 

18  by  99 

MbyM 


O-inch  Valley  City  spec,  iind  id 

Do 

Model  C  Berkei  mUlini  macbln 


Do... 


ClDcinn&ti  sbapers,  Il-locb 

12  inch  DUIslotters 

aNewtoD  JO-lnch  table  compound  slott 
InchHennandealiKters.... 

ClDcinnuti  No.  3  milUng  macblne 

No.  4  Clnrlnnatl  mllllDKma-tiliiea 

18  by  4S  by  10  [eel  Bement  2  ver,  spdi.  n 


No. 


Clni-lni 


mlllen 


No.  4  Cincinnati  miners... 


No.  «  Brown  *  Bharp  mlllen 

B  Becker  with  rotary  attachment 

No.  4  B  Brown  Ji  Sharpe  milling  maeblnes 

Do 

No.  3  Kempsmlth  r«<|.  equip  milling  nucblne 

jWnch  Bantesieq.  equipt,  orlll  presses 

30  by  10  bv  10  [Mtlngcrsoll  4  head  fixed  rail  miller 

No.  0  Fosdlck  horlz,  speed  box  drive  and  ng.  equipt.  boring  mills... 

30  Billiard  Tcitlcal  reg.  equipt.  lathe 

42-Inch  Bollard  vertical  rcg.  equipt,  lathe 

IS  by  IS  American  Engineextrs  taper  attachment  fum,  lathe 

12-liich  iDhD  Barnes  back  gean,  gear  power  feed  and  auto  stop  drill  pi 

Thor  No.  aorlvetlng  hammers  (lis  shipped) 

Thor  No.  C  chipping  hammcra ., 

ThorMo.  E  chlpp in E  hammers  (I  shipped) 

Thor  No.  C  roller  b.'8rlnE  air  drills 

Thor  No.  D-3  roller  bearing  air  drills 

Thor  No.  S  close-quarter  drills 

Thor  No.  rj  roller-bearing  grinders 

Thor  No.  bolder-OT 

A-Ha  Hummer  pneumatic drllla 

1-lon  Yale  &  Towne  triplex  hoists 

l-lon  Yale  &  Tovne  triplex  hoists 

No.  3  Canton  portable  crane  and  hoist 

No.  7oran<!andbolst 

IMon  jacks 

7-ton  jacks  (1  ahlppcdl 

10-ton  jacks  {1  shipped) 


Oxygen  regulator)... 
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Mr.  Grahasi,  Kow,  since  tliis  signing  of  the  contract  of  settlement 
have  you  had  any  trouble  with  these  people  about  getting  material 
for  these  arsenals'? 
Mr.  Larson,  Yes,  sir. 

Mr.  Graham.  Xow,  tell  us  what  has  been  the  trouble? 
Mr.  lliABSON.  In  conference  with  Mr.  Jenks,  their  general  manager 
of  ordnance,  and  Messrs.  Vail  and  Church  and  several  Standard 
Steel  Car  Co.  officers,  as  well  as  myself,  Mr,  Jenks  said  he  would  not 
split  hairs  over  items  to  be  shipped  to  Watertown  Arsenal;  they 
would  recognize  their  legitimate  requisitions  up  to  October  1.  That 
meeting  took  place  about  September  28;  so  I  wired  to  Watertown 
Arsenal  after  this  meeting  of  September  25  of  the  advisory  com- 
mittee with  the  claims  board  that  a  settlement  had  been  concluded, 
and  that  if  Watertown  wanted  any  additional  materials  on  r^lace- 
ment  they  should  submit  all  lists  up  to  October  1.  which  they  did. 
They  sent  a  man  here,  Mr.  Braner,  with  several  lists,  and  we  worked 
there  until  the  last  of  the  month,  September  30,  to  submit  it  on  time, 
to  make  sure  it  was  placed  on  Mr.  Jenk's  desk  the  close  of  September 
30,  He  came  back  with  several  replies. 
Mr,  Jbfferis.  Who,  Mr.  Jenks  f 

Mr.  Larson.  Yes,  sir;  saying  that  it  was  not  available.  There 
were  four  or  five  groups,  saying  that  the  material  was  not  available, 
and  their  replies  listed  some  they  were  willing  to  furnish,  being 
probably  one-tenth  of  what  Watertown  really  required.  In  the  case 
of  rivets  and  cotters,  he  said  it  was  too  great,  and  should  be  cut  to 
a  much  smaller  amount.  So  I  went  to  tar.  Vail  with  the  matter ;  I 
believe  it  was  in  the  Chicago  office.  So  a  complete  letter  was  written 
for  Mr,  Vail,  saying  that  the  Production  Division  would  cooperate 
to  see  that  the  requirements  of  Watertown  Arsenal  were  protected, 
and  after  writing  that  we  went  back  on  eacih  group  and  told  the 
Standard  Steel  Car  Co.  that  they  should  comply  with  the  Watertown 
requirements,  as  Mr.  Jenks  had  personally  promised.  And  the  next 
day  he  said  those  letters  were  cutt,  and  he  tore  them  up  and  put  them 
in  the  basket. 
Mr.  Jeffbbis,  Who  said  that  ? 

Mr,  Larson.  Mr,  Jenks.  I  told  him  that  I  did  not  quite  appre- 
ciate that,  inasmuch  as  I  was  working  for  the  Government,  I  en- 
deavored to  protect  their  interests,  the  same  as  any  man  would  for 
him.  But  at  a  later  conference  the  matter  was  igain  brought  up  to 
Mr.  Jenks,  and  he  said  that  his  first  reply  to  Watertown's  require- 
ments was  final,  in  that  they  would  ship  only  a  i^rtain  proportion  of 
the  original  quantities,  whereupon  he  was  informed  that  the  meet- 
ing was  not  to  discuss  what  should  or  should  not  be  shipped,  and  the 
matter  would  be  referred  to  the  Chicago  office  for  settlement.  We 
look  it  up  with  Mr,  Church  then,  and  he  arranged  a  conference  with 
Col.  Hughes  a  day  or  two  afterwards;  and  in  a  telephone  conversa- 
tion Col.  Hughes  asked  Mr.  Jenks  to  be  present,  ^d  on  the  morning 
of  the  conference  at  the  Chicago  office  Mr.  Jenks  was  the  first  one 
that  went  into  Col.  Hughes's  office,  and  Mr.  Church,  upon  his  arrival, 
probably  15  minutes  later,  was  ushered  in.  I  went  back  to  Maj. 
Brock's  department  with  two  or  three  of  our  men,  including  Mr, 
Cook,  the  chief  iaspector,  and  Mr.  Wilson,  who  has  had  charge  of 
our  inventory  on  those  materials,  with  necessary  records  and  data. 
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I  informed  Maj.  Brock  the  day  before  of  the  meeting,  and  it  was 
my  purpose  to  consult  with  him  then  and  make  him  conversant  witli 
all  tne  data  we  had  with  us.  Maj.  Brock  told  me  to  see  Cot.  Hughes 
with  himself,  but  I  was  told  he  was  not  ready  for  us,  Mr.  Jenks  and 
Mr.  Church  being  in  there  at  the  time.  About  a  half  hour  later  Maj. 
Brock  and  myself  made  another  attempt  to  see  Col.  Hughes,  and 
upon  entering  the  door  Col.  Hughes  said  he  cared  to  see  uie  major 
personally  J  so  I  got  back. 

Mr.  Graham.  Well,  what  happened? 

Mr.  Lakson.  Well,  after  some  discussion  Col.  Hughes,  as  I  under- 
stand from  Mr.  Church 

Mr.  Jefteris  (interposing).  You  did  not  hear  this  1 

Mr.  Larson.  I  did  not  hear  this.  He  did  not  consider  myself  com- 
petent to  settle  the  question  of  materials. 

Mr.  Jepferis.  Let  us  have  that  in  full. 

Mr,  Graham.  Did  Mr.  Church  tell  you  this! 

Mr.  Larson,  Yes,  sir. 

Mr.  Graham.  Go  on. 

Mr.  Larson,  Ithink  it  was  Mr.  Church  asked  Mr.  Jenks  if  he  was 
willing  to  take  anything  which  was  sent  from  Watertown  Arsenal  in 
reply  to  a  wire  which  he  would  send  him.  Mr.  Jenks  said, "  Yes."  He 
had  originally  agreed  on  lunything  Col.  Hughes  had  said;  but  the 
matter  was  now  put  up  to  Watertown  Arsenal  and  Gen.  Dickson  to 
decide.  Right  in  there  it  might  be  well  to  incorporate  a  certain  tele- 
gram. I  have  a  copy  of  Col.  Hughes's  telegram  to  Watertown  Ajrse- 
nal  and  Watertown's  reply. 

Mr.  Graham.  Yes;  it  would  be  quite  interesting  to  see  what  it  is. 

Mr,  Larson.  I  had  it  this  morning;  I  do  not  seem  to  have  it  here. 
At  any  rate,  the  message  was  about  as  follows:  That  the  Standard 
Steel  Car  Co.  claimed  the  quantities  rer^uisitioned  by  Watertown  were 
too  great  for  the  200  carriages;  that  is,  the  proportion  of  material 
thev  were  furnishing  was  more  than  their  quota  to  supply  the  r^ular 
replacements  for  those  particular  carriages  manufactured  at  Ham- 
mond, and  they  were  furnishing  material  for  Watertown's  carriages 
as  well,  and  asked  if  it  was  not  possible  for  them  to  reduce  the  amount 
to  a  much  smaller  quantity.  Watertown  replied  that  the  Ordnance 
Office  had  prescribed  the  quantities  that  were  to  be  set  aside  for  the 
240-minimeter  carriages  and  on  the  basis  of  their  inventory — that 
they  wanted  the  material  in  the  farthest  advanced  stage  of  comple- 
tion, and  what  Watertown  could  not  furnish  they  were  supposed  to 
get  from  the  Standard  Steel  Car  Co.  I  have  the  telegrams  right  here. 
Mr.  Graham.  You  may  insert  the  telegram  of  Col.  Hughes  and 
the  answer  in  the  record. 

(The  telegrams  referred  to  are  as  follows: 

October  7,  1919 — 11.05  a.  m. 
CoMUANDiM]  Officer  Watertown  .Arse.nai, 

H'ofertotcn,  Mass,: 
Standaril  Steel  Cnr  Co.  objects  to  fumlflhine  all  of  the  Items  groups  12  sod 
18  for  the  two  40  millimeter  howitzer  carrlnges  on  tbe  baxEa  thnt  the  amoDitts 
reqnlsltloned  are  excessive  and  are  not  based  on  requirements  for  200  carriages, 
but  based  on  an  Inventory  furnished  by  the  company  to  Mr.  Braner.  Request  a 
statement  from  you  as  to  the  necessity  for  all  the  material  asked  for,  and  recom- 
mend that  If  amounts  called  for  are  not  absolutely  required,  new  requisition 
be  forwarded  immedlotelT-  Standard  Steel  Car  Co.  before  signing  settlement 
contract  agreed  to  let  Col.  Hughes  decide  as  to  the  reason ablen ess  of  yoar 
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requtslUoDs.  Col.  Hui;hes  not  In  a  posltloo  to  decide  deOnKel]-  as  to  whether 
requisitions  Id  question  ore  reiisontible  unw.  Tlip  Stnmlnrd  St(*l  Cnr  Co.  agrees 
abaolutelr  to  ship  parts  la  their  poxsesslon  if  Gen.  Dickson  peraonally  deddes 
requlslUoos  are  reasonable  and  should  be  Oiled.  Please  wire  answer  as  soon  as 
possible. 

Col.  E.  S.  HUQHRS, 

Colonel,  Ordnance  Department,  VnUed  Stale*  Armn. 


WiXEBiowN  AasEN&L,  AIass.,  October  7, 10J9—5M  p.  m. 
CoL  E.  S.  HraHM, 

Ordnance  Department,  DUtrict  Ordnance  Office. 

ISS  Eait  Superior  Street,  Chicago,  IlL 
WatertowD,  418,  reference  yonr  telegram  this  date,  {croups  12  and  18  war 
replaceoient  parts  for  two  40- mil II meter  howitzer  carriages,  Chief  Ordnance 
designated  parts  and  quantity  thereof  to  be  stored  here  proving  ground  as  war 
replacement  parts.  Ordnance  officer  ordered  list  prescribed  by  It  be  filled  first 
from  parts  available  this  arsenal  and  get  remainder  from  Standard  Steel  Car 
Co.,  and  parts  selected  should  be  most  advanced  stage  completion.  Army-in- 
spector, Ordnanoe,  Standard,  Steel  Works,  furnished  list  available  parts  In  that 
plant  from  which  Mr.  Brauer  selected  quantity  not  furnlshable  by  this  arsenal, 
which  quantities  shown  red-Ink  figures  on  group  list.  Therefore  all  articles, 
groups  12  and  18,  ask  for  must  be  furnished  by  Standard  steel  Ciir  Co.  to  pro- 
Tide  quantities  prescribed  by  Chief  Ordnance,  Chief  Ordnance  gave  Army  in- 
spector of  ordnance  Standard  Steel  Gar  Works  ordered  ship  all  parts  requested 
by  this  arsenaL 

Dick  son,  Comntanding. 

Watertown,  442,  reference  yonr  telegram  this  date;  rough  forglngs  for  tup 
carriage,  platform,  and  gun  axles;  number  each  article  for  war- replacement 
parts  prescribed  by  Chief  of  Ordnance,  who  directed  parts  In  most  advanced 
stage  of  completion  be  shipped  Erie  proving  grounds.  Necessary  store  drop 
torgings  and  asle  forgings  to  provide  number  designated  by  Chief  of  Ordnance 
HO  Standard  Steel  Car  Co.  must  furnish  nunlber  forgings  shown  by  red  ink  in 
lists  ruroisbetl  by  Mr.  Brauer. 

Dickson.  CommamUHg. 

Mr.  GiiAHAM.  Now.  after  this  telegram  was  sent  and  the  answer 
returned  what  did  this  company  do  about  turning  over  this  stuff  to 
the  arsenaH 

Mr.  Labbon.  Mr.  Jenks  saw  Watertown's  reply  and  objected  to 
shipping  rough  axles ;  if  they  wanted  100  axles  and  we  had  only  20 
'Xiniplete,  they  would  furnish  those  20,  and  then  the  other  80  would 
be  rough  to  fill  the  complete  number  asked  for;  but  he  could  not  see 
the  logic,  using  a  remark  thnt  it  was  rumored  in  Washington  that 
tiiis  particular  type  of  gun  carriage  had  been  condemned  and  would 
not  be  used;  therefore  he  could  not  see  the  necessity  of  shipping  the 
materials.  We  called  Maj.  Brock  out,  and  in  a  meeting  between  Mr. 
Jenks  and  Maj.  Brock  and  myself  Mr.  Jenks  outlined  a  telegram 
which  he  wanted  sent  to  the  Watertown  Arsenal  on  that.  Watertown 
replied  as  follows  [reading]  : 

Watertown,  442,  reference  your  teleitram  this  date;  rough  forgings  for  top 
rarriuKes,  platform,  nml  gun  axle»;  nunihtr  each  ar(lcli>  for  wur-repln cement 
parts  preBcrll>ed  by  Chief  of  Onlnanee,  who  dlrecte<l  parts  In  most  advanced 
stage  of  completion  be  shlpjied  Erie  proving  grounds.  Necessary  store  drop 
forgings  nnd  axle  forgings  to  provide  number  designated  liy  Chief  of  Ordnance, 
•0  Standard  Steel  Car  Co.  must  furnish  number  forgings  shown  by  red  Ink  on 
lists  furnished  by  Mr.  Brauer. 

That  telegram  was  sent  to  Mr.  Jenks  on  October  13,  and  he  has 
made  no  reply  to  it.  And  since  that  time — in  fact,  since  October  1 — 
the  company  officials  have  been  far  more  arbitrary  than  l*efore. 
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About  October  1  tW  lost  actoiintinp  se;^'tion  rules  that  the  employ- 
ees would  not  be  carried  on  the  pav  rolls  after  the  Government 
award,  which  was  supposed  to  talte  effect  October  1,  whereupon  Mr. 
Jenks  said  that  he  would  close  up  the  shop  and  allow  noDody  in 
there,  and  that  he  intended  absolutely  to  disregard  that  part  of  the 
award  which  states  that  shall  Imve  access  to  all  materials.  During 
those  few  days  when  our  inspectors  were  barred  from  the  ship  Mr. 
Cook  noticed  a  carload  of  tools  in  buildings  10  ;ind  11.  the  two 
joined  together,  and  he  reported  to  myself  and  Mr.  Church,  and  he 
was  instructed  to  get  the  number  of  the  car  and  the  initials,  so  that 
we  could  trace  it,  and  when  he  got  back  out  there  the  car  had  been 
moved.  He  secured  information  directly  that  it  was  located  on  the 
freight  side,  which  is  the  Standard  Steel  Car  Co.  property  and  joins 
the  Ordnance  plant,  and  he  found  those  tools  being  unloaded  inside 
of  one  of  their  wood-working  shops.  That  was  the  only  carload  of 
materials  that  we  noticed  or  discovered  being  shipped  out. 

Mr.  Larson.  There  are  a  few  machines  tnat  still  remain  to  be 
shipped  to  Rock  Island  Arsenal,  and  as  soon  as  they  are  shipped  we 
will  have  nothing  more  to  do  with  the  machinery. 

Mr.  Graham.  But  what  did  you  observe  the  other  day  in  going 
through  the  plants  about  many  of  the  machines  that  are  there — 
about  them  being  shipped  to  other  places? 

Mr.  Larsen.  I  don't  know  hut  what  one  of  those  machines  are 
adaptable  to  commercial  purposes;  all  special  machinery  which  was 
particularly  adapted  to  the  machines  on  these  gun  carriages  was 
requested  by  Watertown  Arsenal. 

Mr.  Graham.  You  do  not  understand  yet.  Mr.  Larson.  Are  they 
shipping  some  of  those  machines  to  their  other  factories  at  various 
places  ? 

Mr.  Lakson.  They  have  not  as  yet  shipped  them  out,  althougli 
we  have  noticed  that  each  machine  was  tagged  to  some  subsidiary 
(ompany. 

Mr.  Graham.  How  many  do  they  have,  do  you  know,  subsidiary 
companies? 

Mr.  Larson.  They  are  very  numerous;  they  have  some  as  far  as 
Japan.  I  know  a  few  of  them,  the  Pittsburgh  Model  Engine  Co., 
the  Osgood-Bradlcy  Co.,  and  the  Forged  Steel  Wheel  Co.,  1  believe; 
and  these  various  machines  they  have  tagged  to  all  of  these  various 
companies. 

Mr.  Graham.  So  that  it  is  evidently  the  intention  to  ship  them  to 
these  other  companies  for  use? 

Mr.  Larson.  For  use;  yes,  sir.  I  was  informed  by  Mr.  Clifford 
this  morning  that  he  intended  to  take  all  of  our  typewriters  away 
from  us,  inasmuch  as  they  had  been  purchased  by  the  Standard  Steel 
Car  Co.;  so  that  we  will  have  no  equipment. 

Mr.  Graham.  I  assume  that  is  correct,  isn't  it? 

Mr,  Larson.  I  assume  it  is. 

Mr.  Graham.  Is  there  anvthing  out  there  they  did  not  get) 

Mr.  Larson.  All  except  the  personnel  of  the  Government. 

Mr.  Graham.  What  has  been  your  experience,  Mr.  Larson,  before 
you  came  into  this  plant? 

Mr.  Larson.  Secretarial  capacity,  and  secretary  to  the  assistaat 
vice  president  of  the  Santa  Fe  Railroad,  in  charge  of  the  mechanical 
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depai-tiiient.  My  duties  required  traveling  over  the  system  nine  or 
ten  months  of  tlie  year. 

Mr.  GRAnAM,  How  long  were  you  with  himf 

Mr,  Larson.  Twelve  years;  five  years  with  him  pei-sonally,  and 
the  balance  of  the  time  with  the  vice  president  in  charge  of 
operations, 

Mr.  (iKAHAM,  Mr.  Jefferis,  do  you  want  to  examine? 

Mr.  Jefferis.  What  is  Mr.  .Teiiks's  fii"st  name? 

Mr.  Larsux.  I  <h>n*t  know:  liis  initials  are  P.  G.  He  was  the 
general  manager  of  Ordnance,  hut  since  the  settlement  he  has  taken 
back  his  old  title  of  assi-stant  to  the  president. 

Mr.  jEFtEBis.  Do  you  know  how  long  he  has  been  with  that 
company  t 

Mr.  Larson.  No,  sir;  I  do  not. 

Mr.  Jefferis.  You  do  not  know  what  his  business  was  before  he 
came  with  the  company? 

Mr.  Larson,  Yes;  he  has  been  with  several  car  companies,  and  I 
believe  his  last  position  before  coming  to  the  Standard  Steel  Oar  Co. 
was  secretary  or  treasurer  for  the  Western  Steel  Car  &  Foundry  Co, 

Mr.  Jefferib.  Did  you  take  up  with  Mr.  Vail  anything  about  the 
requisitions  of  Watertown  and  Rock  Island  Arsenal,  if  any,  just 
pnor  to  this  award! 

Mr,  Larson,  Yes.  sir;  we  did  not  have  a  list  with  ua  at  the  time 
these  various  members  of  the  advisory  committee  of  the  ctaim.s 
board  were  at  Hammond  on  September  2.">,  but  in  going  over  the 
shop  or  Government  storehouses  I  remarked  to  Mr,  Vail  that  it 
might  be  well  to  mention  to  these  officers  that  the  material 
lined  up  in  one  comer  of  that  storehouse  was  what  Watertown  had 
requisitioned,  and  he  said  all  right,  and  he  evidently  took  it  up  with 
somebody,  some  one  of  the  officers,  and  the  answer  was  made  that 
it  should  not  be  mentioned  at  this  time. 

Mr.  Jefferjs.  Who  said  it  should  not  be  mentioned  at  this  time! 

Mr.  T^RSON.  Mr.  Vail  gave  me  that  reply,  after  I  told  him  about 
it,  and  about  10  minutes  later  he  came  bacK  and  said  somebody  had 
stated  that  this  matter  should  not  be  mentioned  at  this  time. 

Mr.  Jefferis,  Now,  who  was  in  that  party  that  he  could  have 
consulted  ? 

Mr,  Larson,  I  think  it  was  Col,  Reeves;  I  am  not  absolutely  cer- 
tain, either  Col,  Reves  or  Col,  McFarland, 

Mr,  Jefferis,  Was  Col,  Hughes  there? 

Mr,  Larson,  Ye.s,  sir;  and  Mr,  Graves,  and  this  Mr.  Sofberg;  he 
was  along, 

Mr.  Jefffjiis,  You  do  not  know  through  what  person  Mr,  Vail  took 
up  this  suggestion  of  yonrs? 

Mr.  Larson,  Xo.  sir;  but  upon  getting  hack  to  the  office,  in  the 
meetine  in  the  aftennoon  this  list  was  presented  to  Coi.  Reeves  and 
Col.  McFarland. 

Mr.  Jefffjiis.  What  list? 

Mr.  Larson.  All  the  jigs,  tools,  etc.,  and  I  suggested  that  neces- 
sary rewrvation  be  made  in  the  award. 

Mr.  Jefferis.  And  who  brouplit  it  to  their  attention? 

Mr.  Larson.  At  the  meeting  I  requested  that  reservation  lie  made 
to  protect  this  material. 
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Mr.  JEPFERI3.  Did  anybody  else  make  it! 

Mr.  Larson.  Mr.  Cliurch  agreed  that  it  should  be  taken  care  of. 
Col.  Reeves  said  that  it  would ;  that  later  they  would  put  the  mat- 
ter up  to  Mr.  Jenks  and  Mr.  Corey  when  they  were  called  in.  And 
at  the  time  they  were  called  in  it  was  necessary  for  me  to  go  to 
the  depot  and  meet  some  other  member  of  the  claims  board  who 
was  coming  from  Little  Rock,  and  I  was  gone  a  total  of  25  minutes 
and  upon  getting  back  Mr.  Corey  and  Mr.  Jenks  had  been  there 
and  the  meeting  adjourned  and  the  members  were  ready  to  leave, 
so  I  did  not  know  exactly  what  reservation  had  been  made. 

Mr.  Jbfferis.  Did  Mr.  Vail  ever  tell  you  anything  else  about 
these  requisitions  that  the  Government  could  not  have  them  until 
the  Standard  Steel  Car  Co.  had  a  chance  to  get  them  ? 

Mr.  Larson,  He  told  me  once  or  twice  about  that  procedure  in 
the  presence  of  Mr.  Church,  that  that  was  the  procedure  outlined 
to  him  by  the  Chicago  claims  board,  and  should  be  handled  in 
requisitioning  material  or  machinery  of  whatsoever  nature. 

Mr.  Jefferis.  In  other  words,  the  Standard  Steel  Car  Co.  has 
the  first  chance  to  have  it? 

Mr.  Larson.  The  first  chance  to  buy  it,  even  though  some  other 
arsenal  wanted  it, 

Mr.  Jefferis.  Even  if  the  Government  owned  it,  and  some  other 
agency  wanted  it  in  the  Ordnance  Department? 

Mr.  Larson.  Exactly;  yes,  sir. 

Mr.  Jefferis.  Were  you  present  yesterday,  Mr.  Larson,  and  did 
you  hear  wlien  we  were  down  there  m  the  boiler  room 

Mr.  Larson   (interposing).  Yes,  sir. 

Mr.  Jefferis  (continuing).  The  conversation  in  regard  to  what 
that  slack  coal  cost  there! 

Mr.  Larson.  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  the  party  that  was  there  repre- 
senting the  company! 

Mr.  Larson.  Yes,  sir;  it  was  Mr.  J.  J.  Clifford,  supervisor  of 
stores  for  the  Standard  Steel  Car  Co. 

Mr.  Jefferis.  Did  vou  hear  me  ask  him  what  that  slack  coal  cost 
there! 

Mr.  Larson,  Yes,  sir, 

Mr,  Jefferis.  'What  was  his  reply  to  me! 

Mr.  Larson.  I  do  not  remember  flie  exact  amount:  it  was  $t. 
I  do  not  rememlier  whether  there  were  any  cents  or  not — f.  o.  b. 
their  tracks,  I  believe. 

Mr.  Jefferis,  Per  ton! 

Mr.  Larson.  Per  ton. 

Mr.  Jefferis,  Do  you  know  whetlier  that  was  the  same  coal  or 
part  of  the  same  coal  that  had  been  purchased  by  the  Government! 

Mr.  Larson,  I  do  not  know;  I  could  not  say. 

Mr,  Jefferis,  Was  there  any  different  kind  of  coal  used  there? 

Mr.  IjAR-iox.  Tliat  I  do  not  know,  either.  The  Government  has 
had  nol)ody  in  the  power  house  whatever  who  would  he  familiar 
with  that,  hut  we  may  find  from  the  cost-accounting  section  just 
what  coal  was  bought  and  paid  for  and  the  class  of  coal. 

Mr.  Jefferis.  Did  you  ever  see  any  other  or  different'  kind  of 
coal  around  there,  other  than  that  they  were  using  yesterday! 

— --''^8'^ 
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Mr.  Larson.  I  have  gone  through  the  power  house  several  times, 
but  never  particularly  observed  the  class  of  coal  that  they  were 
using. 

Mr,  Jbffbrib.  How  many  typewriters  did  you  have  down  there, 
Mr.  Larson  t 

Mr.  Larson.  We  have  a  total  of  10  that  are  now  being  used  that 
irere  assigned  to  us,  hut  I  told  Mr.  Clifford  a  few  days  ago  that 
he  could  teke  aw«f  3  of  them  if  he  would  allow  the  others  to  remain. 

Mr.  Jefferis.  Is  that  all  the  Government  typewriters  that  were 
there t 

Mr.  Larson.  They  were  alt  Government  typewriters  originally. 

Mr.  Jefferis.  I  say,  were  there  any  others  there  besides  what  you 
lud? 

Mr.  Larson.  Xo;  they  had  been  removed.  Thej  had  taken  them 
out  and  gotten  them  into  one  bunch. 

Mr.  Jefferis.  Do  you  know  about  how  many  tlie  Government  had 
there  in  toto! 

Mr.  Larson.  That  the  Government  had  I 

Mr.  Jefferis.  Yes. 

Mr.  Larson.  I  think  about  12  or  14  machines. 

Mr.  Jefferis.  Altogether 

Mr.  Larson.  In  that  one  department. 

Mr.  Jefferis.  I  mean  all  the  machines. 

Mr.  Larson.  The  whole  Ordnance  Department! 

Mr.  Jefferis.  Yes.  sir. 

Mr.  Larson.  I  couldn't  say;  I  expect,  however,  that  we  had  in 
the  neighborhood  of  about  150  or  17S  machines.  I  do  not  know 
exactly;  it  is  a  ca.se  of  the  volume  of  office  space  and  the  number  of 
employees  we  had  in  the  service. 

Mr.  Jefferis.  What  kind  of  typewriters  were  they! 

4tr,  Larson.  All  Remingtons  and  Underwoods. 

Mr.  Jefferis.  As  you  understand  it,  the  Standard  Steel  Car  Co. 
had  taken  them  all  but  those  10  that  you  still  have! 

Mr.  Lakson,  They  have  taken  them  all;  yes.  sir.  They  are  claiming 
all  the  office  furniture,  the  desks  and  the  typewriters.  Some  they  are 
sending  to  Pittsburgh  or  the  Butler  Works,  as  well  as  others  to  vari- 
ous plants. 

Mr.  Jefferis.  Distributing  this  office  furniture  around  to  their 
various  subsidiary  companies! 

Mr.  T^RSON.  We  have  a  movable  safe  of  the  company,  in  which  we 
have  kept  important  papers,  and  Mr.  Clifford  informed  mo  yesterday 
that  the  Butler  office  wanted  that  vault. 

Mr.  Jefferis.  I  guess  they  are  going  to  get  you  fellows  out  of  there  ! 

Mr.  Larsox.  They  are  going  to  throw  us  out  bodily  if  we  do  not 

fet  out.     Mr.  Jenks  stated  that  lie  was  going  to  close  up  the  office 
uildiogs  and  would  not  give  us  any  heat  or  light,  but  I  guess  he 
changed  his  mind  later  on  that. 

Mr.  Jefferis.  Tliat  office  building  was  built  by  the  Government, 
wasn't  it! 
Mr.  Larson.  Built  by  the  Government. 
Mr.  Jefferis.  Do  you  know  about  what  it  cost! 
Mr.  Larson.  The  original  building  cost  $40,000.  and  two  wings 
were  added  to  it  at  a  total  expense  of  $20,000,  making  a  total  cost  of 
the  building  a.s  it  stands  of  about  $60,000. 
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Mr.  Jefferis.  Did  you  hear  any  officers  of  the  Standard  Steel  Car 
Co.  make  any  claims  or  representations  during  the  time  of  the  settle- 
ment of  this  matter  as  to  the  vahie  of  that  building  to  them  ? 

Mr.  LiAitsoN.  No,  sir;  except  at  the  meeting,  at  which  no  Standard 
official  was  pi-esent,  being  all  Government  employees  and  officers,  in 
reading  the  detailed  items  the  Government  officials  had  stated  the 
Standard  Steel  Car  Co.  was  willing  to  offer  $5,000  for  it. 

Mr.  Jeffekis.  Who  said  that? 

Mr.  Lakson.  Mr,  Vail  read  from  the  list, 

Mr.  Jefferis.  Was  anything  said  about  it? 

Mr,  Larson,  They  thought  it  was  very  fair;  that  it  was  just  a  fire 
trap,  the  Standard  Steel  Car  Co.  said ;  that  it  was  worth  nothing  onlv 
for  firewood.  But  they  have  been  moving  their  freight  department 
offices  over  there  very  rapidly,  and  they  are  using  it  very  rapidlj'. 

Mr,  Jefferis,  You  tliinl;  they  wanted  that  as  soon  as  the  settlement 
was  made? 

Mr.  IjARSON.  Yes,  sir;  the  office  that  was  suitable  only  for  kindling 
wood,  they  said,  whereas  it  was  a  mansion  compared  to  what  they 
had,  so  far  as  the  Standard  Steel  Car  Co.  was  concerned. 

Mr.  Jefferis.  This  office  building  also  had  a  clubroom  attached  to 
it,  didn't  it? 

Mr.  Larson.  Yes,  sir. 

Mr.  Jefferis.  Did  the  Government  pay  for  that  also? 

Mr.  Larson.  No,  sir;  it  was  paid  for  by  the  Standard  Steel  Car 
Co.,  but  they  had  it  joined  to  the  office  building  by  a  small  areaway, 
inclosed. 

Mr.  Jefferis.  Were  you  there  when  that  big  shop  was  built,  1,200 
feet  long? 

Mr.  Larbon.  Yes,  .sir. 

Mr.  Jef^^ris.  Was  that  ail  built  about  the  same  time? 

Mr.  Larsen.  Yes,  sir;  about  the  same  time,  as  near  as  I  can  recall. 

Mr.  Jefferis.  As  you  understand  it,  or  as  you  talk  about  it,  you 
speak  of  600  feet  of  it  was  built  at  Government  expense- 
Mr.  Larson.  Yes,  sir. 

Mr.  Jefferis.  And  the  other  600-feet  at  the  Car  Co.'s  expense  ? 

Mr.  Larson,  Yes,  sir. 

Mr.  Jefferis.  But  the  Car  Co.  was  doing  the  work? 

Mr.  Larson.  No,  sir :  the  Car  Co.  had  contracted,  I  believe,  through 
outside  sources  for  the  building. 

Mr.  Jefferis.  One  contractor  did  it  all  ? 

Mr.  Larson.  One  contractor,  so  far  as  I  know,  did  it  all,  and  the 
interest  the  Standard  Steel  Co.  had  was  to  pay  the  bills;  this  ap- 
propriation of  $750,000  being  made  for  that  purpose. 

Mr.  Jefferis.  Do  you  know  how  much  the  whole  building  cost? 

Mr.  Larson.  I  could  not  say.  I  believe  tlie  cost  accounting  section 
can  supply  the  figures, 

Mr.  Jeff-ebis.  Now,  if  it  was  built  at  one  transaction,  how  do  you 
understand  Mr.  Vail  speaks  of  it  as  an  extension  being  built  to  the 
Standard  Steel  Car  Co.  ? 

Mr.  Larson,  Yes,  sir. 

Mr.  Jefferis.  How  does  he  make  that  an  extension? 

Mr.  Larbon.  It  was  termed  an  extension,  because  the  original 
building  that  the  Standard  Steel  Car  Co.  had  on  that  ground  was 


a  sheet-iron  affair  600  feet  long.  The  Government  told  them  it  was 
too  small 

Mr.  Jefferis  (interposing).  Do  yon  know  who  told  them  that? 

Mr.  Larson.  I  do  not;  1  believe  it  was  Lieut,  Toucey;  he  had 
charge  of  the  increased  facilities  for  the  Production  Division,  and 
I  think  he  told  them  it  was  too  small,  an  appropriation  was  con- 
tained in  the  original  purchase  order  allowing  $750,000  for  building. 
The  Government  then  decided  to  put  up  a  600-foot  extension  with 
the  $750,000,  to  make  it  1.200  feet  long,  and  the  Standard  Steel 
Car  Co.  also  decided  that  they  would  have  their  old  building  re- 
modeled and  have  it  in  unison  with  the  Government  section. 

Mr.  jEPFERia  In  other  words,  make  it  a  uniform  building? 

Mr,  L.4K80N.  Absolutely. 

Mr.  Jefferis.  Do  you  know  whether  or  not  the  Government  funds 

{)aid  for  this  transformation  to  have  the  old  building  made  a  nice 
ooking  building? 

Mr.  Larson.  I  had  no  connection  with  the  financial  matters  what- 
ever ;  I  am  not  in  position  to  say. 

Mr,  Jefferis.  Now,  it  was  built  of  brick  sides,  was  it? 

Mr,  Larson.  Built  of  brick. 

Mr.  Jefferis,  What  kind  of  building  so  far  as  superstructure? 

Mr.  Larson.  Concrete  walks,  etc.,  with  pits.  Mr,  Jenks  was  told 
that  those  pits  would  be  very  suitable  for  car  work,  but  he  said  no ; 
it  would  be  all  tilled  in.  But  it  would  be  left  open,  because  it  is 
what  they  want  for  car  construction, 

Mr.  Jefferis.  A  steel  building? 

Mr.  Lapson.  Yes,  sir;   steel  girders, 

Mr.  Jefferis.  So  they  have  a  building  1,200  feet  long  and  280 
feet  wide? 

Mr.  Larson.  Yes;  with  three  traveling  cranes  the  entire  length 
of  the  building. 

Mr.  Jefferis.  New  cranes;  were  all  those  cranes  that  run  the 
length  of  the  building  purchased  by  the  Government? 

XIr.  Larson.  I  believe  they  were. 

Mr.  Jefferis.  It  is  pretty  complete? 

Mr.  Larson.  It  is  a  very  e:icellent  commercial  enterprise  for  any- 
body to  go  in  there. 

Mr.  Jefferis.  What  was  your  observation  about  all  that  machin- 
ery going  in  there  costing  considerably  over  a  million  dollars;  was 
it  good  machinery? 

Sir.  Larson.  All  purchased  new;  and  what  we  could  not  purchase 
was  commandeered  and  sent  here  by  Washington.  I  assume  it  was 
all  essential  and  necessary;  I  have  no  way  of  knowing  otherwise. 

Mr.  JEFrERis.  We  saw  an  oil  house  down  there  yesterday ;  do  you 
know  who  paid  for  that? 

Mr.  Labson.  I  think  the  Government  paid  for  it.  We  have  a  plat 
that  shows  all  building  on  the  Standard  property  and  those  con- 
structed at  Government  expense. 

Mr,  Jefferis.  Do  you  know  what  amount  of  oil  they  had  on 
hand? 

Mr.  Larson.  No,  sir;  I  do  not. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Graham.  Mr.  Garrett,  anything? 

Dig  izedtv  Google 


2052  W&R  EXPENDITURES. 

Mr.  Gadrbit.  I  do  not  think  of  anything. 

(And  thereupon,  at  12.50  o'clock  p.  m.,  the  committee  stood  on 
recess  until  2  oclock  p.  m.) 

AFTER  RECESS. 

The  committee  resumed  its  session  at  2.30  p.  m.,  pursuant  to  the 
taking  of  recess. 

Mr.  Garrbtf.  Mr.  Chairman,  I  would  like  to  recall  Mr.  May  for 
a  question  or  two. 

Mr.  Graham.  Very  well;  Mr.  May,  will  you  please  come  forward? 

FUBTHEa  TESTIKOHT  BT  HS.  YSlUSTK  OWEN  HAT— Becalled. 

Mr.  Garrett.  Mr.  May,  during  the  course  of  your  examination  this 
morning  reference  was  made  to  the  time  at  which  Col.  Hughes 
handed  to  you  or  delivered  to  you  with  the  request  for  the  auditing 
of  certain  items. 

Mr.  Mat.  Yes,  sir. 

Mr.  Garrett.  What  was  done  with  that  paper? 

Mr.  Mat.  That  paper  was  turned  over  to  Mr,  Blakey  who  hap- 
pened to  be  in  tlie  office  tliat  afternoon,  and  he  took  it  to  the  plant 
the  next  day  and  brought  up  this  preliminary  report,  which  you 
have. 

Mr.  Garrett.  This  report  of  Mr.  Blakey  and  which  has  been 
placed  in  the  record  was  in  response  to  that  request? 

Mr.  Mat,  Yes,  sir. 

Mr.  Garrett,  That  tetter  was  dated  September  15? 

Mr.  Mat.  Yes;  I  am  not  sure  of  that  date;  that  could  be  easily 
verified.  Here  is  a  copy  [refeTring  to  paper] ;  September  16  is 
right. 

Mr.  Garrett.  Was  that  the  only  request  that  was  ever  made  of 
your  office  by  Col.  Hughes? 

Mr.  Mat.  The  only  request. 

Mr.  Garrett,  The  particular  thing  I  am  after  is  the  date  of  that; 
you  stated  this  morning,  as  I  understood  vou,  that  Col.  Hughes  re- 
quested it  to  be  returned  within  two  or  three  days  for  use  in  some 
sort  of  settlement? 

Mr.  Mat.  Some  sort  of  a  preliminary  hearing  which  was  going  to 
be  had  in  connection  with  this  claim. 

Mr.  Garrett,  Did  you  understand  that  that  was  going  to  be  had 
by  the  district  board,  or  this  conference  that  was  had  when  the  rep- 
resentatives from  Washington  came? 

Mr.  Mat.  By  the  district  board. 

Mr.  Garrett.  So  it  was  not  just  two  or  three  da^a  before  the 
meeting  here? 

Mr.  M.\T.  Not  before  the  meeting  of  the  Ijoard  of  representatives 
from  Washington;  no,  sir. 

Mr.  Garrett.  That  is  all. 

Mr.  Graham.  Now,  Mr.  Cook,  we  will  examine  you. 
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TESTIMONY  OP  MB.  DAVID  R.  COOK,  CHIEF  INSPECTOR  OF 
ORDNANCE,  WAR  DEPARTMENT. 

(The  witness  was  dulj-  sworn  by  Mr.  Graham.) 

Mr.  Graham.  What  is  your  full  namet 

Mr.  Cook.  David  B.  Cook. 

Mr.  Graham.  Where  do  vou  live? 

Mr,  Cook.  Lyndora  Hotel,  Hammond,  Ind. 

Mr.  Graham.  Are  you  in  the  employ  of  the  Govemraentf 

Mr.  Cook.  Yes,  sir. 

Mr.  Graham.  In  what  capacity? 

Mr.  Cook.  Chief  inspector, 

Mr.  Graham.  At  what  place? 

Mr.  Cook.  The  Standard  Steel  Car  Co.,  Hammond,  Ind. 

Mr.  Graham.  How  long  have  you  been  there? 

Mr.  Cook.  ^  year  and  eight  months. 

Mr.  Graham.  And  as  inspector  all  the  time? 

Mr.  Cook.  'When  I  first  came  here  I  was  assistant  inspector  of  ord- 
nance for  about  six  months,  and  then  made  chief. 

Mr.  Graham.  Prior  to  this  sen-ite  at  the  Standard  Steel  Car  Co,, 
wheiv  were  you  located? 

Mr.  Cook.  At  Kansas  City,  technical  shop  foreman  for  the  Santa 
Fe ;  had  charge  of  the  machinery. 

Mr,  Graham,  So  that  you  have  had  experience  in  that  kind  of 
work? 

Mr.  Cook.  Almost  12  years  previous  to  coming  into  the  Govern- 
ment service. 

Mr.  Graham.  Now,  the  (Question  arose  this  morning  about  some 
tools  and  some  material,  indirect  material,  at  the  shop  of  the  Stand- 
ard Steel  Car  Co.,  and  that  you  had  some  knowledge  of  some  of  this 
indirect  material  having  been  taken  into  the  freight-car  plant  during 
the  progre.ss  of  these  settlements;  what  do  you  know  about  that? 

Mr.  Cook.  This  indirect  material,  I  believe  it  was  about  the  10th 
of  the  mouth,  I  am  not  sure  of  the  date 

Mr.  Graham  (interposing).  What  month? 

Mr.  Cook.  This  month.  All  of  a  sudden  the  men  from  the  office 
and  all  the  men  became  very  busy  gathering  np  all  the  tools  and  fix- 
tures and  jigs  that  were  in  the  plant. 

Mr.  Graham.  In  the  ordnance  plant? 

Mr.  Cook.  In  the  ordnance  plant.  It  looked  suspicious  to  me;  and 
the  work  car  frtjm  the  freight-car  side  was  also  shoved  in  there  and 
I  tried  to  get  Mr.  Church,  who  was  our  foreman  out  there,  so  as  to  tell 
him  what  was  going  on.  I  could  not  get  him,  but  I  got  Mr.  Larson, 
and  about  four  houiii  later  Mr.  Church  rung  up  and  said  that  it  was 
all  right :  that  he  saw  Mr.  Jenks,  and  Mr.  Jenks  said  they  were  get- 
tingr  the  tools  ready  for  shipment.  All  the  tools  were  brou^t  out  in 
plam  sight,  and  then  about  3  o'clock  in  the  afternoon  they  got  things 
out  covei-ed  with  gunny  sacks.  We  had  been  told  we  had  no  business 
in  that  part  of  the  shop.  I  could  not  get  a  line  on  what  was  going  on  in 
the  car.  I  did  not  hear ;  but  when  I  met  a  man  that  heard  the  engineer 
say  that  it  was  going  on  the  freight  side,  and  I  hunted  up  the  engi- 
neer and  asked  him  where  the  car  was  put:  he  said  that  ne  had  in- 
structions to  leave  the  car  in  the  middle  of  the  track  on  the  freight 
ade,  but  "  the  car  is  not  there  now."    I  went  over  there  and  it  took 
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me  two  and  a  half  hours  to  find  it;  I  could  not  find  it;  but  they  had 
taken  20  men  over  there  and  the  car  was  unloaded  at  once  when  it  got 
over  there,    I  found  out  where  it  was  put. 
Mr.  Graham.  Where  was  it  put! 

Mr.  Cook.  I  could  not  give  jou  the  number  of  the  building;  it  is  a 
small  building.  It  had  glass  windows  but  unfortunately  one  of  the 
windows  was  out,  a  glass  window,  and  in  there  I  saw  the  tools  and 
the  stuff.  They  had  special  tools  and  fixtures  made  for  the  carriage 
work,  but,  on  the  other  hand,  you  could  use  them  for  commercial  pur- 
poses. 
Mr.  Graham.  Was  thei-e  a  carload  of  them  i 

Mr.  Cook.  Yes,  sir;  a  car  load.     I  should  judge  this  was  about 
a  40.000  capacity  car  they  took  out  of  there ;  a  flat  car. 
Mr.  Graham.  And  you  saw  them  in  that  building? 
Mr,  Cook.  I  saw  them  in  that  building  this  morning. 
Mr.  Graham.  Did  you  ever  talk  to  any  of  them  why  they  took 
them  out  of  there! 

Mr.  Cook.  I  did  speak  to  Mr,  Clifford  about  where  they  went. 
Mr.  Graham.  What  did  he  say? 

Mr.  Cook.  ITe  did  not  give  me  any  answer:  he  sidetracked  me. 
Mr.  Graham.  Mr.  Clifford  is  storekeeper  for  the  Standard  Steel 
Car  Co.? 

Mr.  Cook.  Yes,  sir;  Mr.  Clifford  is  quite  a  bear  and  I  did  not 
want  to  start  anything  with  him.  Before  thiit  I  had  talked  with 
different  men  trying  to  get  a  line  on  them:  nobody  knew  anything 
about  them.  At  this  same  time  Mr.  Jenks  and  Mr.  Vincent  and 
Mr.  Huckle.  tho.se  three  men  were  the  leading  men  out  there  so  far 
as  the  Standard  Steel  Car  Co.  goes,  and  tliey  had  been  busy  run- 
ning around,  and  that  is  what  made  me  think  it  was  kind  of  sus- 
picious. 

Mr.  (iraham.  What  do  you  think  tliey  did  that  for?  What  is 
your  idea? 

Mr.  Cook.  You  understand  I  am  in  the  shop;  so  far  as  corre- 
spondence goes  and  the  authority  for  things,  I  go  on  the  things  I  get 
on  the  phone  or  hearsay ;  but  the  supposition  was  that  some  meetmg 
they  had  in  Chicago  here  they  had  agreed  that  the  Standard  St^ 
Car  Co.  in  spite  the  fact  that  it  had  requisitions  for  the  things  in 
tliei-e  were  given  the  steel,  we  only  to  get  the  special  tools. 
Mr.  Graham.  For  the  arsenals,  you  mean? 

Mr.  Cook,  Yes;  and  my  idea  was  that  these  tools  were  tools  in 
which  there  might  be  a  question  raised,  although  there  might  be 
special  tools,  you  could  arrange  them  for  special  work;  they  are 
special  with  inserted  cutters,  and  I  figured  the  reason  they  were 
getting  them  out  would  be  to  get  the  txyoh  out  and  away. 

Mr.  Graham.  And  if  a  question  arose  they  could  say  they  were 
not  in  the  place? 
Mr,  Cook.  Yes;  that  is  the  way  I  had  it  figured  6ut. 
Mr.  Graham.  Did  you  observe  anvUiing  of  that  kind  at  any  other 
time? 

Mr.  Cook.  No,  sir;  that  is  the  only  time  I  saw  anything  of  the  kind 
specially, 

Mr.  Graham,  And  thiit  was  afier  it  was  all  .settled  up  and  they 
had  received  their  money! 
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Mr.  Cook.  I  do  not  know  when  thev  received  their  money;  I  be- 
lieve in  September  the  28th  of  ^Oth  *and  thb  was  the  10th  of  the 
month  of  October :  about  two  weeks  after  the  settlement. 

Mr.  (inAHASi.  AVhat  opportunity  did  you  have  during  the  work  to 
insi>ect  the  material  there,  were  you  given  free  acess  aromid  there? 

Mr.  Cook.  Yes.  sir;  we  were, 

Mr.  Graham.  Were  you  ever  interferred  with  by  the  officials, 
cr  employees,  of  the  Standard  Steel  Car  Co.? 

Mr.  Cook.  Never  interferred  with.  Naturally,  in  a  contract  like 
this  we  had  quite  a  bunch  of  discussions;  we  did  not  hare  the  same 
agreement,  but  that  was  referred  to  Mr.  Church, 

Mr,  Graham.  What  did  you  observe,  Mr.  Cook,  about  the  way 
men  were  working  on  that  job;  that  carriage  job? 

Mr.  Cook.  At  the  first,  up  until  about  February  the  Standard 
Steel  Car  Co.  was  up  against  it  on  account  of  the  lack  of  special 
tools  and  fixtures. 

Mr.  Jepferis.  What  year? 

Mr.  Cook.  1918.  No ;  in  fact,  we  did  not  get  a  lot  of  our  fixtures 
in  until  after  the  armistice  was  signed. 

Mr.  Graham.  A  lot  of  your  tools? 

Mr.  Cook.  Yes;  a  lot  of  our  inspection  tools;  and  not  only  in- 
spection tools  but  some  fixtures  were  received  when  we  quit  work 
as  late  as  June,  1919.  About  that  time  they  Imd  about  three  times 
as  many  men  at  they  could  use,  but  I  think  it  was  a  good  thing  be- 
cause they  were  getting  the  men  lined  up  for  a  time  when  we  did 
have  the  fixtures  and  tools, 

Mr,  Graham.  Well,  did  they  seem  to  be  efficient;  were  the  men 
working  good  time,  or  were  they  loafing  on  the  job;  how  was  the 
work  progressing  around  there! 

Mr.  Cook.  The  first  six  months,  up  to  August,  1918,  they  were 
doing  nothing;  just  bearing  down  and  making  no  progress. 

Mr,  Graham.  What  was  the  trouble? 

Mr.  Cook,  It  was  a  lack  of  tools  and  having  the  right  men  in  the 
right  positions.     They  were  lost  ail  over, 

Mr.  Gbahah.  They  did  not  know  what  they  were  to  do? 

Mr,  Cook.  They  did  not  know  just  what  they  were  doing, 

Mr.  Graham.  That  continued  up  until  about  August,  1918? 

Mr.  Cook.  August,  1918. 

Mr.  Graham.  Was  there  any  change,  then,  for  the  better? 

Mr.  Cook.  Yes,  sir;  up  to  that  time,  or  some  time  along  close  to 
there  they  got  a  new  works  manager 

Mr.  Graham  (interposing).  Who  was  he,  Mr.  Cook? 

Mr.  Cook.  Mr.  Huchle  was  taken  out  and  Mr.  Christianson  took 
over  full  control.  Pi-evious  to  that  time  there  was  a  good  deal  of 
trouble.  That  was  al>out  the  same  time  Mr.  Church  came  out  there, 
and  Mr.  Church  had  sufficient  authority  to  make  any  changes  on 
drawings  which  he  saw  fit. 

Mr.  Graham.  Then  he  went  to  milking  changes  right  at  the  plant, 
did  he? 

Mr.  Cook.  Yes,  sir. 

Mr.  Graham,  From  that  time  on  things  went  better? 

Mr.  Cook,  Yes,  sir;  our  original  drawings,  the  tolerance  is  on 
them,  and  specifications  on  material  was  really  a  joke.  In  oth^r 
words,  where  commercial  steel  would  have  given  the  best  i-esults 
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they  had  special  steel  and  had  added  on  to  that  where  there  was 
no  necessity  of  having  tolerance  at  all,  they  had  a  tolerance  of  one- 
or  two  or  three  thousands. 

Mr.  Graham.  That  was  in  the  plans  arranged  by  the  Ordnance 
D^artment  at  Washington,  I  assume? 

Mr.  Cook,  I  could  not  say  about  that;  these  were  on  our  drawings- 
which  we  received  from  Watertown. 

Mr.  Graham.  Oh,  they  came  from  Watertown  Arsenal  t 
Mr.  OooK.  From  Watertown  Ar,senal  to  us. 

Mr.  Graham.  Do  you  know  about  ordinary  metal  working  ma- 
chinery,-Mr.  Cook,  don't  you? 
Mr.  Cook.  Yes,  sir. 

Mr.  Graham.  And  what  it  can  be  used  for? 
Mr.  Cook.  Yes,  sir. 

Mr.  Graham.  AVhat  do  you  say  about  that  machinery  in  buildings 
10  and  11 ;  are  they  tools  and  machines  that  can  be  used  in  ordinary 
commercial  purposes? 

Mr.  Cook.  With  few  exceptions. 
Mr.  Graham.  What  exceptions! 

Mr.  Cook.  We  had  a  three-spindle  machine  to  bore  the  trunnion 
on  the  top  of  the  carriage;  that  is  what  it  was  desngned  for  and 
can  be  used  for  practically  nothing  else. 
Mr.  Graham.  That  is  just  one  machine? 

Mr.  Cook.  Yes ;  and  then  we  also  have  two  special  trunnion  turning 
machines  which  I  do  not  think  could  be  used  for  any  commercitd 
purpose.     And  then  a  large  6-foot  diameter  cutter  which  is  fixed 
upon  a  slab  miller,  fixed  upon  a  trunnion,  which  could  not  be  used 
for  anything  else. 
Mr.  Graham.  Do  you  think  of  anything  else? 
Mr.  Cook.  Xo  ;  our  machines,  not  counting  the  four,  though  the; 
were  rigged  up  specially,  can  be  used. 
Mr.  Graham.  If  ^ou  change  the  cutters? 
Mr.  Cook.  Yes,  sir. 

Mr.  Graham.  How  many  machines,  all  in  all,  do  you  think  thfr 
Government  put  in  there!     You  have  mentioned  four.     There  were 
hundreds  of  them,  wern't  there? 
Ml'.  Cook.  There  were  hundreds  of  them: 

Mr.  Graham.  Have  you  noticed  them  shipping  any  out  of  there  to- 
other establishments? 

Ml'.  Cook.  They  shipped  one  carload  to  Butler.  At  the  present 
lime  they  have  most  of  them  marked  to  the  plants  of  the  Standard 
Steel  Car  Co.,  I  think  one  at  Lancaster  and  some  to  Butler. 

Mr.  Graham.  That  they  are  going  to  use  these  machines  in  their 
operations  elsewhere? 
Mr,  Cook.  Yes,  sir. 

Mr.  Graham.  Are  those  machines  as  good  as  when  they  were  put  in 
there  ? 

Mr.  Cook.  I  would  consider  them  easily  90  per  cent  as  good. 
Mr.  Graham.  Isn^t  it  a  fact  that  in  some  cases  they  are  better,  be- 
cause they  are  loosened  up  so  that  they  will  do  better  work? 

Mr.  Cook.  Commercially  they  are,  but  as  to  value  they  have  had 
six  to  nine  months  work  on  them. 
Mr.  Graham.  How  much  does  that  injure  a  machine? 
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Mr.  Cook.  The  lathes  were  not  injui-ed  at  all,  because  they  had 
high-class  men  on  that  work,  the  lathes  in  10  and  11,  but  the  milling 
machines  are  in  pretty  bad  shape,  due  to  the  fact  that  they  had  such  a 
cheap  grade  of  labor  on  them. 

Mr.  (jRAiiAM.  AVell,  what  per  cent  of  depreciation  is  there  on  those 
machines,  in  your  judgmenti 

Mr.  Cook.  I  should  say  90  per  cent  as  good  as  neir,  while  others  are 
10  per  cent,  and  down  to  about  60  per  cent. 

Mr.  Gbaiiam.  How  does  the  price  of  that  machinery  now  compare 
to  what  it  was  at  the  time  it  was  put  in  there,  on  the  markets  Sup- 
pose jou  go  into  the  market  and  want  to  buy  one  of  those  machines 
to-day,  would  it  cost  as  much  now  or  less? 

Mr.  Cook.  No  ;  I  am  saying  about  60  per  cent, 

Mr.  Graham.  You  think  it  is  possible  to  buy  these  machines  now 
at  a  less  price  than  when  those  were  bought? 

Mr.  Cook.  Yes,  sir. 

Mr.  Graham.  Why  is  that?  Were  these  machines  bought  at  an 
nnreasonable  price  or  the  market  price  t 

Mr.  Cook.  They  were  bought  on  the  market  price,  but  due  to  the 
awful  demand  made  on  the  market  the  machines  were  rather  out  of 
reason. 

Mr.  Graham.  Have  you  priced  any  machines  recently? 

Mr.  Cook.  No;  but  I  have  heard  what  different  machinery  was 
selling  for. 

Mr.  Graham.  Do  you  want  to  ask  any  questions,  Mr.  Jefferis? 

Mr.  Jefferis.  I  don't  believe  I  do. 

Mr.  Graham.  Do  you,  Mr.  Garrett? 

Mr.  Garrett.  No,  sir. 

Mr.  Graham.  Let  me  ask  vou,  Mr.  Cook,  do  you  know  what  propor- 
tion of  those  machines  on  that  job  were  purchased  by  the  Standard 
Steel  Car  Co.  and  what  were  commandeered  by  the  Government? 

Mr.  Cook.  I  can  not  answer  that  particular^',  because  the  only  in- 
formation I  have  is  from  conversations  with  different  people  about 
the  plant.  Capt.  Andrews  told  me  this  morning  it  would  run  $600,000 
worth  of  machines  commandeered  by  Washington. 

Mr.  Graham.  Commandeered  by  Washington? 

Mr.  Cook.  Yes ;  and  not  shown  on  the  summaries  by  the  auditing 
department. 

Mr.  Gr-^ham.  That  is,  paid  for  by  Washington  and  not  shown  out 
of  the  seventeen  million  and  odd  dollars  spent  on  this  plant? 

Mr.  Cook.  It  would  not  be  included  in  uiat? 

Mr.  Graham.  And  your  information  is  there  is  about  $600,000 
worth  of  that? 

Mr.  Cook,  That  is  what  Capt.  Andrews  told  me  this  morning. 

Mr.  Graham,  But  those  machines  did  go  to  this  Standard  Steel 
Car  Co,  on  this  settlement? 

Mr.  Cook.  Yes;  but  the  machines  O.  D.  600  that  were  sent  to 
Hammond,  he  had  the  matter  np  with  Mr.  Jenks;  he  said  they  were 
billed  to  the  Standard  Steel  Car  Co.  and  he  did  not  have  any  record 
of  them,  and  he  refused  to  return  them  and  he  returned  them  to 
Capt.  St.  Clair;  he  has  a  complete  record  of  those  machines. 

Mr.  Garrett.  You  spoke  of  four  machines  not  suited  for  coni- 
mercial  work;  only  suitable  for  work  on  this  gim  carriage;  are  those 
machines  still  at  the  plant? 
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Mr.  Cook.  Yes — no ;  I  will  take  that  back ;  probably  of  those  tlu-ee, 
two  of  them  were  shipped  to  Watertown  at  the  present  time,  two 
trunnion  miichines  and  the  large  miller  I  spoke  of.  Those  three 
machines  left  in  the  plant,  and  two  went  to  Watertown. 

Mr.  Garrxtt.  Do  you  know  what  disposition  there  is  for  the  ma- 
chinos  at  the  plant;  what  is  to  be  done  with  them;  whether  there  in 
any  requisition  for  them  at  Watertown? 

Mr,  Cook.  I  don't  know ;  Mr.  Larson  could  probably  tell  you. 

Mr.  GARRdT.  Do  you  know,  Mr.  Larson! 

Mr.  Larson.  We  have  not  completed  our  shipments  yet ;  whether 
they  are  in  the  reouisition,  I  do  not  know  unless  I  checked  them  up. 

Mr.  Garrett.  Tnat  is  all. 

FUSTHER  TESTHEOITT  07  HR.  CHABLES  B.  MILLEB— Bwalled. 

Mr.  Qrahah.  Mr.  Miller,  since  you  were  on  the  stand  before,  hav« 
you  made  any  computations  to  try  to  give  me  the  value  of  the  Stand- 
ard Steel  Car  Co.'s  ordnance  plant  at  the  time  the  Govemment 
started  operations  there,  and  now ! 

Mr.  Miller.  Ye.s,  sir. 

Mr.  Graham.  I  wish  you  would  tell  us  now  what  the  value  was  at 
the  time  the  Government  beean  operations  there  t 

Mr.  Miller.  The  value  of  the  Standard  Steel  Car  Co.  property 
on  the  ordnance  side  at  the  time  the  Government  started  the  contract 
was  $870,880.72.  We  have  spent  at  the  Standard  Steel  Car  Co.  since 
the  beginning  of  operations  and  building,  for  buildings  and  machin- 
ery, and  all  other  equipment,  $3,164,553.38,  which,  added  to  Uiat 
former  figure,  would  give  the  present  value  of  the  investment  as 
$4,035,434.10.  This  figure  of  $3,000,000  does  not  include  the  tools, 
dies,  and  so  forth,  which  is  an  expense  matter.  At  the  time  this  stuff 
was  paid  for  by  the  Government  it  was  paid  for  as  special  facilities, 
but  I  have  taken  it  out  as  a  matter  of  expense,  portable  stuff  that  can 
be  moved  quickly. 

Mr.  Graham.  So  your  estimate  at  this  time  is  the  book  value  of 
that  plant  is 

Mr,  Miller  (interposing).  $4,(^5,434.10.  That  does  not  include 
that  $600,000  worth  of  commandeered  machinery. 

Mr,  Graham.  Now,  I  assume  that  you  do  not  know,  Mr.  Miller, 
and  can  not  ascertain  what  value  this  company  itself  is  placing  on 
this  property,  do  you? 

Mr.  Miller.  I  do  not  know,  for  the  reason  the  Standard  Steel  Car 
Co.  in  keeping  a  record  with  the  Government  simply  charged  us  for 
the  amount  spent  for  these  machines  and  then  we  reimbursed  them 
with  a  voucher  and  with  a  check,  and  which  simply  wiped  out  the 
account,  so  that  the  balance  would  still  show  what  we  owed  the 
Standard  Steel  Car  Co. 

Mr.  Jefferis.  In  this  $4,000,000  that  you  have  there,  Mr.  Miller, 
that  means  buildings,  the  land,  and  the  machinery  that  you  might 
say  was  permanently  attached  to  the  buildings? 

Mr.  Miller.  Yes,  sir ;  as  a  going  concern. 

Mr.  Jefferis.  Not  loose  tools! 

Mr.  Miller.  No  loose  tools.   I  have  taken  the  loose  tools  out. 
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Mr.  Graham.  Mr.  Larson,  you  know  of  the  work  that  has  been 
iJone  out  there  bv  the  Go\-emnient  Housing  Corporation^ 

Mr.  Larson,  "f  es,  air. 

Mr.  Grabah.  How  many  houses  did  they  build  there! 

Mr.  Larson.  I  believe,  new,  about  200  houses,  which  seemed  to  run 
to  two  and  four  apartments, 

Mr.  Graham.  Well,  has  the  Government  ever  closed  out  those 
operations  there  in  that  respect^ 

Mr.  Larso.n'.  No,  sir;  they  have  a  manager  on  the  ground,  who 
still  collects  rental ;  none  of  "the  houses  has  wen  sold. 

Mr.  Graham.  Were  those  houses  built  on  land  owned  by  the 
United  States  Government! 

Mr.  Larson.  No,  sir;  owned  by  the  Standard  Steel  Car  Co. 

Mr.  Graham.  And  what  sort  of  title  did  we  have  to  it;  did  we 
have  leases! 

Mr.  Larson.  I  am  not  familiar  with  the  exact  arrangement  that 
was  made  for  the  construction  of  those  houses  and  the  leasing  or 
rental  of  the  land. 

Mr.  Graham.  But  you  know  that  the  title  is  in  the  Standard  Steel 
Car  Co.! 

Mr.  Larson.  To  the  land,  but  the  houses  built  by  the  Government. 

Mr.  Graham.  Do  you  know  anything  about  the  contract,  whether 
the  Government  had  the  ri^t  to  remove  them ! 

Mr.  Larson.  I  don't  know.  The  Government  has  a  manager  on 
the  ground  in  charge  of  the  houses. 

Sfi-.  GfiAHAM,  Yes :  I  know.  What  did  it  cost  the  Government  to 
put  those  houses  up  tnere,  do  you  know ! 

Mr,  Larson,  I  don't  recall. 

Mr.  Graham.  Well,  do  you  know  whether  the  Standard  Steel  Car 
Co,  is  attempting  to  get  possession  of  those  houses? 

Mr.  Larson.  I  think  they  would  like  to  have  them.  I  understand 
from  their  manager  they  made  an  offer  for  the  houses  several 
months  ago. 

Mr.  Graham.  And  do  you  know  how  much  he  offered ! 

Mr.  Larson.  I  do  not  have  the  exact  amount  with  me;  he  did  not 
have  the  amoimt  with  him  last  night,  but  would  try  to  get  it  for  me. 
However,  the  offer  was  very  low  and  was  rejected. 

Mr.  Graham.  And  the  matter  is  still  pending! 

Mr,  Larson.  The  matter  is  still  pendmg. 

Mr,  Graham.  How  close  are  those  houses  to  the  company  plant! 

Mr,  Larson.  Within  a  block. 

Mr.  Graham.  Are  they  well  adapted  for  the  purposes  of  this 
company ! 

Mr.  IIarson.  They  are  well  adapted  to  take  care  of  working  people. 
Mr.  Graham.  Up  to  the  time  those  houses  were  built  what  ar- 
rangement did  the  company  have  for  taking  care  of  people! 

Mr,  Larson,  They  had  houses,  two-story,  about  a  Mock  long,  and 
each  house  housed  10  families. 
Mr.  Graham.  Did  they  have  many  of  them ! 
Mr,  Larson,  Four  or  five  blocks  of  them,  and  two  on  each  side  of 
the  street. 
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Mr.  Gk.\haii.  Tliose  houses  put  tip  by  the  Government  are  much 
betterj  I  assume. 

Mr,  Larson.  Absolutely,  and  sanitary. 

Mr.  Graham.  Did  the  Government  put  in  a  sewer  system  there  t 

Mr.  Labbon.  Sewers,  sidewalks,  and  a  lawn ;  I  do  not  know  who 
paid  for  seeding  the  grass;  it  was  a  large  expense. 

Mr.  Graham.  That  is  all  in  there  lying  inside  of  the  company 
plant ! 

Mr.  Larson.  Yes;  I  understand  that  those  houses  circulate  around 
the  Lyndora  Hotel,  which  is  owned  by  the  Standard  Steel  Car  Co. 

Mr,  Graham.  That  is  nil. 

Mr.  Jefteris,  During  the  time  of  the  work,  or  since,  did  the  men 
that  lived  in  those  houses  work  in  the  Ordnance  Department  only, 
or  did  they  work  in  the  car  shops? 

Mr.  Labsok.  I  do  not  think  any  of  them  worked  in  the  car  shops, 
and  very  few,  if  any,  worked  in  .the  Ordnance,  because  the  houses 
were  not  finished  in  time  to  house  the  employees,  they  not  beinjr 
finished  until  March  or  April  of  this  year.  They  are  practically  all 
occupied  at  the  present  time  by  outsiders. 

Mr.  Jefferis.  Well,  the  Standard  Steel  Car  Co.  was  working  on 
those  carriages.  Were  they  also  during  that  time  over  in  their  car 
department  Building  railroad  cars  for  the  Bailroad  Administration  ¥ 

Mr.  Laksos.  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  about  how  many  cars  they  built  for 
the  Railroad  Administration? 

Mr.  Larson.  They  had  an  order  for  6,000  to  be  completed.  At  the 
present  time  they  are  working  on  an  order  for  3,500  cars,  which,  in  the 
■\ffeek  before  their  strike  went  on  in  July,  they  were  producing  at  the 
rate  of  25  or  30  cars  a  day. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Garrett,  Did  I  understand  you  to  say  that  nearly  all  those 
dwelling  houses  that  the  Government  built  are  occupied  at  the  pres- 
ent time? 

Mr.  Larson.  Yes,  sir. 

Mr.  Garrett,  By  whom? 

Mr.  Larson.  By  Hammond  people,  and  also  an  influx  of  working 
people,  and  very  few  that  work  in  the  plant;  possibly  a  few  now 
who  work  on  the  freight  side. 

Mr.  Garrett.  There  are  other  factory  plants  at  Hammond,  are 
there  not  ? 

Mr.  Larson.  Yes,  sir;  it  is  in  the  center  of  the  Calumet  region,  the 
industrial  district. 

Mr.  Garrett.  Do  you  know  whether  any  of  those  houses  are  occu- 
pied bv  any  laborers  of  any  other  concerns  there? 

Mr.XABSON.  I  could  not  say  about  that 

Mr.  Garrett.  Did  the  Government  furnish  those  houses? 

Mr.  Larson.  Yes;  built  them;  they  are  not  furnished. 

Mr.  Garbbtt.  I  mean,  did  the  Government  put  the  furniture  in 
them  ? 

Mr.  Larson.  No  ;  they  are  not  furnished ;  no  furniture. 

Mr.  Gabbbtt.  Just  the  houses? 

Mr.  Larson.  Just  the  houses. 

Mr.  Garhbit.  And  the  tenants  furnished  them  themselves? 

Mr.  Larson.  Yes,  sir. 
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ftfr.  Gabrett.  Do  you  know  anything  about  what  rents  the  Gov- 
eniment  is  receiving  therel 

Mr.  LiABSON.  I  understand  the  rent  is  rated  about  $5  per  room  per 
month;  the  houses  are  four  or  five  rooms  each,  which  means  the 
i-ents  are  approximately  $25  a  month, 

Mr,  Gahrett.  Do  you  know  anything;  about  the  rental  conditions 
in  Hammond,  to  know  whether  it  is  about  the  same  ^ 

Mr.  Jjasbon.  It  is  very  reasonable;  it  is  lower  than  you  can  get 
anything  else  in  Hammond. 

Mr.  Gahbett.  The  same  type  and  character  of  houses? 

Mr.  liARsoN.  Yes,  sir. 

Mr.  GABfiETT.  I  believe  that  is  all. 

TESTIHONT  Og  MB.  FILAXX  O'HATEB,  OOTEBNHENT  COST 
ACCOTTXITAirr,  AT  THE  OTIS  ELEVATOS  CO. 

{The  witness  was  chily  sworn  by  Mr,  Graham.) 

Mr.  Gb.^ham.  AVhat  in  your  name? 

Mr.  O'Hateh.  Frank  O'Hayer. 

Mr.  Graham.  Where  do  you  live,  Mr.  O'Hayer? 

Mr.  O'Hayer.  4310  North  Mozart. 

Mr.  Graham.  What  is  your  business? 

Mr.  O'Hater,  Accountant  Otis  Elevator  Co. 

Mr.  Graham,  Are  you  in  the  employ  of  the  Otis  Elevator  Co.  or 
are  vou  employed  by  the  Government! 

Mr.  O'Hater.  By  the  Government, 

Mr.  Graham.  How  long  have  you  Iieen  working  in  that  pailicular 
job? 

Mr.  O'Hater.  Thirteen  months  past. 

Mr.  Graham.  Prior  to  that  time  what  was  your  business? 

Mr.  CHater.  Real  estate. 

Mr.  Graham.  Located  in  Chicago? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Graham.  Do  you  know  anything  about  the  letting  of  a  con- 
tract for  the  construction  of  recuperators  by  the  Otis  Elevator  Co.? 

Mr.  O'Hater.  I  have  a  copy  of  the  contract. 

Mr.  Graham.  That  contract  was  made,  as  I  remember  it,  tlie  22d 
day  of  December,  1917? 

Mr.  O'Hater.  1917 ;  yes,  sir. 

Mr.  Graham.  And  was  for  1,039  recuperators  for  240-millimeter 
howitzers  ? 

Mr.  O'Hater.  Yes.  sir;  1,039. 

Mr.  Graham.  I  think  it  is  advisable  to  put  the  contract  and  the 
two  supplemental  contracts  into  the  record  at  this  place. 

(The  contract  and  the  two  supplemental  contracts  referred  to 
are  as  follows:) 

Contract  PC-388-Cf.  Made  by  the  Chief  of  Obdnarce  Wire  Otis  Elevatok 
Co.,  OF  New  Yobk  City  fob  1,039  Recufebatobs  fob  240  mm.  Howttzebs, 
MouEL  OF  191S  (Schneideb).    Dated  Decbhbes  22, 1917. 

Expires  November  15,  1918. 

Total  umouat  of  contract, . 

Execution  completed,  . 

Copy  seat  to  ReturoB  Office,  D^wrtinent  of  the  Interior, -^ 
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OBDNANCE    DEPABTUENT,    UNITED    STATES    ABUY. 

These  articles  of  agreeiueot,  entered  Into  tbia  22(]  day  of  December,  19iT. 
iKtweea  the  Otis  Elevator  Co.,  a  corporation  of  the  State  of  New  Jersey, 
principal  ollice  Eleventh  Avenue  and  Twenty-sixth  Street,  New  York  City,  of 
the  first  part  (hereinafter  called  the  contractor),  and  the  United  States  tit 
America,  by  Samuel  Mcltoberts,  colonel  (hereinafter  called  the  contracting 
iifBcer),  acting  by  authority  of  the  Chief  of  Ordnance,  United  States  Army, 
and  under  the  direction  of  the  Secretary  of  War,  of  the  second  part. 

Witness:  Whereas  war  exists  between  the  United  States  and  German,  con- 
stitutlDg  a  national  emergency : 

Kow,  therefore,  under  the  provisions  of  section  120  of  an  act  of  Congress 
relating  to  national  defense,  approved  June  3,  1916,  and  pursuant  to  ali  otlier 
laws  of  the  United  States  and  Executive  orders  of  the  President  of  the  United 
States  or  heads  of  Its  departments  under  which  the  requirements  of  adver- 
tisement for  proposals  are  dispensed  with  and  contracts  in  the  form  hereof 
duly  authorized,  and  In  consideration  of  the  mutual  agreements  herein  con- 
tained, the  said  parties  have  agreed  and  by  these  presents  do  agree  to  and 
with  each  other,  as  follows,  viz; 

Article  I.  The  contractor  agrees  to  make  for  the  United  States  the  articles 
listed  below,  hereinafter  called  the  articles,  each  of  the  articles  being  referred 
to  ns  unit,  in  accordance  with  the  dinwInKK  and  !!iH>rlIlcutloiiK  hereto  attached 
niarketl  schedule  1,  and  made  a  pnrt  hereof,  together  with  such  changes  as 
may  be  made  therein  as  hereinafter  provided,  and  the  United  States  agrceea 
to  pay  therefor,  all  upon  the  terras  and  conditlonsin  this  contract  set  forth. 

Arlirles  contracted  for. — One  thousand  and  thlriy-nlne  recuperators  for  240- 
mm.  howitzers,  model  191S  (Schneider),  with  tools  and  accessories. 

fihcdi'le  I. — Manufacture  must  bo  In  iiccordance  with  jreiienil  Hi>eciflcatlons 
governing  the  manufacture  of  gun  carriages,  artillery  vehicles,  and  simitar  ord- 
nance material,  as  contained  in  the  pamphlet  entitled  "  Instructions  to  bidders 
and  general  speclftcations  governing  the  manufacture  and  Inspection  of  gun  cor- 
rlages,  artillery  Tebldes,  and  similar  ordance  material,  form  434,  revised 
March  15,  1917,"  as  modified  by  "  Special  specifications  governing  the  manu- 
facture of  240-mm.  howitzer  carriages,  model  of  1918.  Schneider,"  and  "  Speci- 
fications for  paints  for  field  artillery  material,  revised  November  30,  1917,  sll 
of  which  are  attached  hereto  and  form  a  part  of  this  contract  and  also  In 
accordance  with  the  following  drawings;  38234.  38235,  38237,  38238,  38238, 
.'«240,  38241,  38236,  38243.  38244,  38245.  38246,  38247,  38248,  38249.  38250.  38251, 
38252,  3S2r>;l,  38254,  38255,  382.'i6,  38257.  38258.  38259,  38260,  38261,  38262.  38203, 
38264,  38265,  38266,  38267,  38268,  38269,  38299,  38300. 

It  Is  understood  and  agreed  that  the  contractor  will  not  use  the  drawings, 
engineering  data,  or  specifications  for  any  purpose  other  than  the  manufacture 
of  the  articles  covered  hereby. 

OERBRAL  PBovisions. 


Art.  II.  Time  being  of  the  essence,  the  contractor  agrees  to  provide,  with 
the  utmost  dispatch,  at  tlie  best  prices  obtainable,  (1)  such  administrative, 
purchasing,  manufacturing,  and  accounting  organization;  (2)  such  plant, 
machinery,  toots,  and  other  facilities;  and  (3>  such  labor,  material,  supplies, 
and  the  like  as  may  be  necessar.v  to  enable  the  articles  to  be  made  and  all 
the  requirements  of  this  contract.  Including  the  requirements  In  respect  of 
the  storaee  and  delivery  of  the  articles  contemplated  herein,  to  be  complied 
with  in  iiianner  satisfactory  to  the  contracting  ofltcer.  The  contractor  in 
dealing  with  parties  other  than  Uie  United  States  shall  make  alt  subcontracts, 
purchases,  payments,  and  other  arrangements  for  performing  thla  contract 
In  his  own  name  and  for  his  account,  and  shall  not  bind,  or  purport  to  hind, 
the  United  States,  except  as  the  contracting  officer  shall  otherwise  In  writing 
direct. 

The  contractor  shall,  unless  otherwise  directed  by  the  contracting  officer. 
Insert  in  every  contract  made  for  material,  supplies,  and  the  like,  relating  to 
the  performance  of  this  contract,  a  provision  that  such  contract  may  he  as- 
signed by  the  contractor  and  that  such  c<mtract  relates  to  a  main  contract 
between  the  contractor  and  the  Unile<l  States.  All  property  paid  for  by  the 
United  States  shall  upon  such  imyment  bectane  the  property  of  the  United 
Stales,  shall  be  kept  so  far  as  practicable  separate  and  apart  from  property 
belonging  to  the  contractor  and  other  property  in  his  possession,  and  shall 
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Le  markol  as  the  coDtncting  ofBcer  uiity  direct.  In  operating,  caring  for.  a.id 
florins  property  of  ihe  United  Slates,  the  contractor  Elmll  use  his  best  efTorta 
adeqaatelj-  to  protect  tlie  same  but  shall  not  he  lluble  for  any  lot^s  or  damage 
thereto  except  such  as  may  be  cunaed  by  the  ulUfuI  default  or  ne!:ligence  ot 
the  contractor.  The  contractor  hereby  waives  and  releases  alt  lien  or  rl^tit  of 
lien  now  existing  or  nhlcb  may  hereafter  arise  for  work  or  lalrar  perfonned 
or  materials  furnlslied  or  fur  nay  otlier  reason  or  ciiuse  under  this  contract, 
under  any  Hllen  lans,  State  or  Fedeml.  upon  the  iirlicles,  material,  Hupplies.  or 
other  property  coming  luto  bis  possessi.in  wbleb  it  is  eontemplateil  shall  |>res- 
entiy  or  ultimately  beeome  the  proiierty  of  the  Inlted  Stutea.  The  I'nlted  Stntes 
may,  at  its  option,  from  time  to  time  furuisb  the  contractor  with  any  material, 
sni^lies.  sud  the  like  or  other  property  reliitinc  to  the  performance  of  this  eon- 
tract,  proTlded.  liowever,  that  the  contractor's  uudtrtaklngB  for  the  same,  made 
in  good  faith,  are  not  thereby  Interfered  with. 


Abt.  III.  The  contractor  agrees  to  deliver  the  articles  according  to  tlie 
schedule  of  deliveries  set  forth  at  the  end  of  this  article. 

Time  being  of  the  essence,  the  contractor  will,  if  requested  so  to  do  by  the 
contracting  otflcer,  use  his  best  efforts  to  anticipate  the  foregoing  schedule,  and 
agrees  to  give  the  performance  of  this  contract  preceilence  over  ail  work  for 
parties  other  than  the  United  States.  The  contractor  sliali  not  tw  responsible 
for  delays  caused  by  acts  of  war,  riot,  incendiurisni,  and  the  like,  or  by  strike, 
fire,  storm,  and  the  like,  or  by  any  act  nr  default  of  the  United  States  or  other 
<aase  beyond  the  control,  or  without  the  fault  of  the  contractor,  without,  how- 
ever, relieving  the  contractor  from  using  his  best  efforts  at  the  cost  of  the 
United  States  to  remove  such  cause  and  to  continue  performance  with  the 
utmost  dispatch  whenever  such  cause  Is  removed.  The  contractor  from  time 
to  time  will,  and  at  any  time  upon  the  request  of  the  contractlDg  officer  shall, 
furnish  to  the  contracting  officer  statenients  and  reports  upon  the  progress  of 
the  work,  and  any  and  all  factors  relating  to  the  delivery  of  the  articles. 

Deliveries  of  the  articlef.  suitably  packed,  traxed.  and  marked  as  directed 
by  the  contracting  officer,  shall  be  made  to  the  contracting  oftlcer  f.  o.  h.  cars 
at  the  plant  of  the  contractor  at  Chicago.  111.,  but  the  contractor,  at  the  cost 
and  risk  of  the  United  States,  shall  store  the  articles  In  such  muiiner  and  for  so 
long  a  period,  not  exceeding  one  year,  after  acceptance  by  the  contracting 
officer  (which  acceptance  in  such  case  shall  constitute  a  delivery  for  the  pur- 
pose of  payments  hereunder),  as  the  contracting  odlcer  shall  request  providing 
such  space  and  buildings  may  be  de^rable  for  adequate  and  safe  storage,  and 
in  determining  such  cost,  the  rental  for  the  use  of  land  and  buildings  of  the 
contractor  shall  be  determined  as  hereinafter  In  Article  X  hereof  provided; 
and  also  the  contractor  shall  ship  the  articles  to  any  point  in  the  United 
States,  making  all  arrangements  for  tranqmrtoion,  all  according  to  tbe  In- 
structions of  tbe  contracting  officer,  and  the  contractor  shall  be  reimbursed 
for  tbe  cost  thereof. 

SCHKDltLE   OF  D«XIVEBI£S. 


PAYMENTS. 

Abt.  IV.  The  United  States  will  make  the  following  payments  to  tbe  con- 
tractor : 

(1)  The  sum  of  Sl,2r)0  for  each  unit  delivered,  as  a  fixed  profit  DO  per  cent 
of  which  shall  be  paid  upon  the  proper  certificate  of  the  contracting  officer 
showing  delivery  and  acceptance  of  nnlts  during  the  performance  of  the  con* 
tract  and  the  remainder  upon  the  completion  of  thecontruct,  .Such  fixed  profit  Is 
subject  to  addition  or  deduction  as  hereinafter  provided. 


TO  ARTICLE  IV. 

Pur.  2.  <a)  If  tbe  contractor  sublet  any  finished  |uirts  of  the  articles  5  per 
cent  of  the  purchasf'  price  of  such  sublet  parts  shall  be  deducted  from  the  fixed 
profit  q^ecllled  In  paragraph  1. 


2064  WA£  EXPENDITURES. 

■  Par.  3.  (a)  The  cost  ot  tlie  articles  and  ot  tlie  Increased  fncilUlea  necessary 
for  carrying  out  this  order  (whWh  Increased  facilities  shall  not  cost  In  excess 
of  $1,650,000  unless  additional  cost  is  ftutliorlzed  by  the  contracting  officer)  as 
allowed  and  determined  by  tlie  contracting  officer  or  his  representative  in 
accordance  with  the  pamphlet  entitled  "  Deflnttlon  of  cost  pertaining  to  con- 
tracts," dated  June  27, 1917,  will  be  paid  as  follows : 

(b)  Durlns  the  construction  of  the  Increased  facilities  and  the  manufac- 
ture of  the  articles  hereunder  the  United  States  will  attacti  u  disbursing  officer 
to  the  plant  of  the  contractor,  who  at  the  option  of  the  contractor  will  pay 
directly  or  will  reimburse  the  contractor  for  the  cost  of  the  articles  and  the 
Increased  facilities  determined,  as  aforesaid,  upon  receipt  of  proper  Touchers 
therefor,  approved  by  the  contracting  officer  or  h!a  representative.  No  payment 
by  the  United  States,  however,  shall  prevent  the  United  Stotes  from  later  dis- 
puting the  validity  thereof. 

(c)  Such  disbursing  officer  will  also  make  payments  on  account  of  the  afore- 
said fixed  profit  upon  receipt  of  proper  vouchers  therefor  approved  by  the  con- 
tracting oBlcer  or  his  representative. 

Par.  4.  (n)  Jigs,  fixtures,  gauges,  and  test  tools  are  to  be  supplied  by  the 
contractor  and  are  to  be  considered  a  part  of  the  cost  of  articles,  and  are  to 
belong  to  the  United  States. 

Par.  5.  (a)  The  United  States  reserves  the  right  to  order  spare  parts  tor  the 
articles  at  a  price  to  be  determined  by  future  agreement. 

Par.  6.  (a)  All  orders  for  material,  Increased  facilities,  and  sublet  finished 
parts  are  to  be  approved  by  the  contracting  officer  before  being  placed. 

Par.  7.  All  of  the  Increasrti  facilities  paid  for  by  the  United  States  shall  Im- 
mediately upon  such  payment  become  the  property  of  the  United  States  and 
shall.  In  so  far  as  practicable,  be  kept  separate  and  apart  from  property  be- 
longing to  the  contractor  and  shall  be  marked  as  the  contracting  officer  may 
direct.  In  operating,  caring  for,  and  storing  the  said  property  of  the  United 
States  the  contractor  shall  use  Its  t>eBt  elTorts  to  protect  the  same,  but  It  shall 
not  be  liable  for  any  toss  or  damage  thereto,  exc^t  such  as  may  be  caused  by 
Its  own  fault  or  negligence.  The  contractor  shall  have  free  and  unrestricted 
Mse  of  such  Increased  facilities  for  the  performance  of  this  contract  or  for  any 
extension  thereto. 

The  United  Slates  shall  have  a  period  of  one  year,  after  the  termination  of 
the  present  emergency,  as  evidenced  by  proclamation  of  the  President,  within 
which  to  remove  all  of  the  Increased  facilities  which  have  been  paid  for  by, 
and  which  are  the  property  of,  the  United  States,  and  until  suoh  removal  the 
United  States  will  pay  a  reasonable  dead-storage  rental  to  the  contractor  for 
land  or  buildings  belonging  to  the  contractor  and  utilized  for  the  storage  of 
said  Increased  facilities.  The  Increased  facilities  shall  be  marked  In  such  a 
manner  as  to  give  notice  to  the  public  that  the  same  are  the  property  of  the 
United  States.  The  contractor  shall  not  acquire  any  right,  title,  or  Interest  of 
any  kind  or  nature  In  the  Increased  facilities,  and  they  shall  at  ell  times  be 
considered  as  personal  property  and  shall  not  be  deemed  to  be  affixed  to  or 
in  any  way  a  piirt  of  the  real  estate  upon  which  they  are  situated.  In  the 
event  of  the  removal  of  the  increased  facilities,  If  the  same  have  been  erected 
upon  land  or  Installed  in  buildings  owned  by  the  contractor,  the  United  States 
will  place  the  same  In  as  good  condition  as  obtained  prior  to  this  agreement 
subject  only  to  reasonable  wear  and  tear,  all  without  expense  to  the  contractor. 

The  contractor  agrees  to  protect  and  save  harmless  the  United  States  from 
any  and  all  claims  that  may  be  made  by  or  on  behalf  of  any  morti^ges,  trustee, 
bondholder,  or  lienor  to  any  building,  structure,  machinery,  equipment,  or 
other  property  that  may,  under  the  provisions  of  this  contract,  be  p^ced  upon 
land,  subject  to  a  mortgage,  lien,  or  deed  of  trust. 

ALLOWANCE   or    COSTS. 

.\RT.  V.  The  allowances  of  the  cost  to  the  contractor  of  the  articles  for 
which  the  United  States  shall  pay  and  the  elements  Included  In  the  term 
"costs"  as  used  In  this  contract  are  as  follows; 

(1)  The  cost  of  all  direct  labor  paid  for  by  the  contractor  and  used  In  the 
proaiuctlnn  of  the  articles  contracted  for  herein. 

(2)  The  cost  of  all  direct  materials  contained  in  or  forming  part  of  the 
articles  contractwl  for  herein. 

(3)  Pro  rata  share  of  factory  overhead  expense  applicable  to  and  necessary 
In  connection  with  the  manufacture  of  the  articles  contracted  for  herein. 
(Insert  agreement  for  fixed  charge  If  practicable^) 
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(4)  Pro  rata  shore  of  artmlnlstratlve  and  general  expenses  applicable  to  and 
necessarj'  tn  connection  witli  the  manufacture  of  the  articles  contracted  for 
herein.     (Insert  agreement  for  fixed  charge  If  practlcahle.) 

The  foregoing  pnrngraphs  Nos.  1,  2,  3,  and  4  are  subject  to  further  ampllB- 
cation  as  contained  tn  the  "  DeOnltion  of  cost  pertaining  to  contracts "  to  be 
supplied  by  the  Finance  Division  (accounting  section)  of  the  Ordnonce  De- 
partment, to  which  reference  is  hereby  made  for  the  guidance  of  the  contract- 
ing officer  and  the  contractor  as  to  the  specific  items  of  cost  which  will  be 
allowed  under  the  foregoing  four  general  definitions.  As  conditions  arise 
necensltatlns  changes  or  modlflcatlons  In  the  definitions  referred  to  the  con- 
tracting offlcer  win  furnish  the  contractor  with  Information  In  regard  thereto. 

In  ad<lltlon  thereto  further  allowances  of  coat  from  time  to  time  may  be 
made  by  the  contracting  ofllcer. 

The  United  States  shall  not  be  obligated  to  reimburse  the  contractor  for  any 
expenditures  relntlng  to  the  performance  of  this  contract  unleBg  the  approval 
of  the  contracting  ofllcer  shall  have  been  obtained. 

The  contractor  shall  not  pay  wages  In  excess  of  those  prevailing  In  Qie 
locality  in  which  the  work  isi  done,  and  during  tbe  performance  of  this  con- 
tract Nhall  not  make  general  wage  increases  without  the  approval  of  tbe  con- 
tracting offlcer.  Any  general  wage  Increase  made  without  the  approval  of  tbe 
contracting  offlcr  Shall  be  deducted  from  the  profit  to  be  paid  to  the  contractor 
under  Article  IV  hereof. 

The  determination  of  the  actual  costs  as  herein  allowed  shall  be  made  by  tbe 
contracting  offlcer,  who  shall  from  time  to  time  Instruct  the  contractor  as  to 
(1)  the  method.':  to  be  followed  In  determining  actual  costs:  <2)  tbe  snbmlssloo 
of  statements  thereof,  bills  therefor,  and  all  other  supporting  papers:  (3) 
the  submission  of  engineers"  and  accountants'  eertlflcates:  and  (4)  such  ad- 
ditions to  tbe  allowance  of  cost  and  such  regulations  and  Instmctions  with 
regard  to  Its  determination  as  from  time  to  time  shall  be  adopted  by  the  chief 
lif  ordnance,  or  as  may  be  required  In  order  to  enable  the  contracting  offlcer 
to  Issue  his  proper  certillcates  for  payment  thereof. 

The  decision  of  the  contracting  ofllcer  on  all  questions  of  the  allowance  and 
determination  of  cost  and  payment  thereof  shall  be  final,  except  that  ^ther 
upon  the  completion  of  tbe  contract  by  the  contractor,  or  Its  termination 
thereof  by  the  United  States,  or  whenever  claims  of  cost  amounting  In  tbe 
.'iggregate  to  ^5,000  shall  have  been  disallowed  or  determined  adversely  to  the 
contractor  by  the  contracting  offlcer,  the  contractor  may  appeal  to  the  chief 
of  ordnance  by  filint;  one  statement  of  claim,  which  shall  embrace  all  claims 
of  cost  previously  disallowed  or  adversely  determined,  provided  that  all  such 
i-lalms  shall  be  certified  by  an  accountant  designated  by  the  contracting  ofllcer 
a«  being  In  their  entirety  the  subject  of  expenditure  of,  or  cost  to,  the  contractor. 

luaPKCTiON. 

Art.  VI.  All  Increased  facilities,  material,  supplies  and  tbe  like  furnished 
under  this  contract,  the  plant,  machinery,  tools  and  other  equipment,  alt  worit- 
manshlp.  tbe  articles,  and  all  bills,  statements,  receipts,  vouchers,  books,  cor- 
lospondence,  memoranda,  and  other  records  of  nil  sorts  of  tbe  contractor  re- 
lated to  the  subject  of  this  cimtrnct  shall  be  at  all  times  subject  to  inspection 
hy  the  proper  officers  or  agents  of  the  Ordnance  Department,  or  persons  desig- 
nated by  the  chief  of  ordnance  or  tbe  contracting  offlcer,  and  tbe  contractor 
shall  furnish  reasonable  fncllltles  and  assistance  for  all  such  Inspection.  The 
contractor  sliall  keep  all  such  records  in  shape  for  ready  reference  and  shall 
preser\e  the  same  for  a  period  of  at  least  six  years  after  the  completion  of 
the  contract.  Whatever  material  Is  used  In  making  the  articles,  the  articles  and 
all  other  property  paid  or  to  be  paid  for  by  the  United  Stntes,  which  does  not 
in  alt  respects  fulfill  tbe  requirements  of  the  contractor,  shall  be  rejected,  and 
The  decision  of  the  contracting  officer  as  to  tbe  quantity  and  quality  thereof 
shall  be  final. 

CH&R0K8  in  SPBCinCATIOITS. 

Airr.  Til.  It  Is  agreed  that  the  contracting  offlcer  may,  by  written  notice 
to  the  contractor,  make  changes  in  the  drawings  and  specifications  forming  part 
of  this  contract 
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ABTICUIS. 


Aht.  VIII.  The  United  Slates  shall  have  the  right  to  nnler  at  any  time  be- 
foi-e  tlie  corapletloD  of  this  contract  and  the  contractor  shall  thereupon  supplr 
iKldltloiml  articles  under  the  terms  of  this  contract,  upon  the  same  terms  as 
to  fixed  proBt  and  other  payments,  or  at  such  reasonable  advance  upon  fixed 
profit  as  may  be  fixed  hy  the  contracting  ofllcer;  the  articles  to  be  delEvered 
upon  the  dates  flsed  by  the  contracting  officer  or  as  near  thereto  as  the  con- 
tractor's best  effort  will  allow.  The  United  states  may  also  order  additional 
articles  at  any  time  before  the  completion  of  any  other  order  (or  additional 
articles  given  as  above  provided,  and  the  contractor  shall  supply  such  artlcleR 
-as  uforesutd.  Pending  any  such  order  for  additional  articles  by  the  United 
States,  the  contractor  agrees  that  he  will  accept  do  order  for  other  work  that 
will  interfere  with  or  delay  such  additional  prmluctlon  without  the  written 
consent  of  the  contracting  officer  and  will  remain  ready  to  take  any  such 
additional  orders  from  the  U'nited  States  and  will  give  the  performance  thereof 
precedence  over  work  for  parties  other  than  the  United  States.  In  connection 
with  such  additional  orders  the  United  States  shall  make  suitable  arrange- 
ments for  replacing  and  innintalniug  all  plant  and  equipment  supplied  to  the 
contractor  by  the  United  States,  It  Is  further  nsreed  that  the  United  States 
may  accept,  with  the  consent  of  the  contractor,  in  full  satisfaction  of  thla 
contract,  such  lesser  quantities  of  the  articles  liereln  contracted  for  as  the  con- 
tracting officer  may  designate. 

TEBMINATIOS. 

Art.  IX.  In  the  event  that  in  the  opinion  of  the  Chief  of  Ordnance  the  public 
interests  so  require,  this  contract  may  be  terminated  by  notice  In  writing  to 
the  contractor,  without  prejudice  to  any  claim  the  United  States  may  have 
against  the  contractor. 

In  the  event  of  the  termination  of  this  contract  as  aforesaid,  the  United 
States  shall  pay  the  contractor  all  costs  and  obligations  of  the  contractor- 
theretofore  Incurred  and  not  previously  paid,  which  may  be  allowed  pursuant 
to  Article  V  hereof,  together  with  the  fixed  profit  herein  provided  upon  all 
articles  previously  delivered  and  accepted. 

In  addition  thereto  the  United  States  shall  make  the  following  payments 
under  the  following  condition  ; 

In  the  event  that  the  contractor  shall  not  be  In  default  under  this  contract 
at  the  date  of  such  termination,  the  contractor  shall  be  paid  a  sum  which  to- 
gether with  all  fixed  profit  theretofore  paid  shall  be  equivalent  to  10  per  cent 
of  ail  cost  which  the  United  States  shall  have  previously  paid,  and  shall  then 
be  obligated  to  pay,  escept  the  cost  of  raw  materials,  supplies,  sublet  parts, 
and  the  like,  which  shall  have  been  purchased  by  the  contractor  for  use  In  tbe- 
performance  of  this  contract  but  shall  not  have  been  used  in  making  tlie  articles- 
delivered  and  accepted. 

The  foregoing  provisions  with  respect  to  payments  to  be  made  by  the  Unite* 
States  upon  the  termination  of  this  contract  shall  also  apply  In  the  event  that 
the  continued  performance  by  the  contractor  of  this  contract  is  finally  pre- 
vented by  acts  of  war.  riots,  incendiarism,  or  otlier  such  causes  beyoud  the- 
control  and  without  the  fault  of  the  contractor  which  may  be  directly  traceable- 
to  the  fact  that  the  United  States  Is  in  a  state  of  war. 

In  the  event  of  the  termination  of  this  contract  as  aforesaid  any  and  ell 
obligation  of  the  United  States  to  make  any  payments  to  the  contractor  here- 
under, other  than  those  specified  in  this  Article  IX,  shall  at  once  cease  and 
determine. 

DISPOSITION  Of  X'NUSEU  MATERIALS,  ETC.,  UPON  TEBMINATION  OF  CONTRACT. 

Abt.  X.  Upon  the  completion  of  this  contract,  whether  by  the  contractor  or 
by  the  United  States,  or  the  termination  of  the  contract  without  further  per- 
formance thereof  In  accordance  with  Article  IX  hereof,  or  (torn  time  to  time 
during  the  performance  of  this  contract,  the  contractor  agrees  to  mBlie  such- 
disposition,  at  the  expense  and  for  the  account  of  the  United  States,  of  unusued' 
material,  supplies,  and  the  lime,  scrap,  waste,  or  defective  material,  rejected 
articles,  and  generally  all  property  which  shall  have  been  paid  for  by  the 
United  States,  as  the  contracting  officer  shall  In  writing  direct;  such-  direction. 
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to  be  t:lveD  during  the  performance  of  this  contract  or  within  60  days  ufter  Its 
completion.  If  permitted  by  law,  any  of  the  foregoing  property  may  be  sold 
lo  the  contractor  by  the  contracting  officer  upon  terms  mutually  agreeable.  If 
the  contractor  Is  thereby  required  to  store  such  property,  the  cost  of  storage 
nnd  all  costs  incident  thereto  shall  be  from  time  to  time  [lald  to  the  contractor 
by  the  United  States.  If  land  and  buildings  of  the  contractor  are  used  for 
storage,  the  United  Stales  shall  pay  to  the  contractor  a  reasonable  rental 
therefor,  as  may  be  mutunlty  agreed  upon,  or  If  agreement  Is  Impossible,  as  may 
be  flsed  by  the  chief  of  ordnance,  but  In  no  event  to  exceed  10  per  cent 
per  annum  of  the  cost  of  such  land  and  buildings  to  the  contractor,  or  a  pro- 
portion of  such  cost  according  to  the  proportion  of  land  and  buildings  uaed. 
It  Is  agreed  that  the  foregoing  provisions  as  to  rental  shall  apply  to  any  storage 
of  the  articles  in  accordance  with  Article  III  hereof. 

UATBBIAI^,   ETC.,   TO  BE  KEPT   UXENCUUBEBED. 

Art.  XI.  The  contractor  agrees  not  to  creatt',  or  suffer  to  be  created,  any 
mortgage,  lien,  pledge,  or  other  encumbrance  upon  any  of  the  Increased  facili- 
ties, materials,  supplies,  or  other  property  for  which  the  United  States  shall  pay, 
and  which  is  in  the  possession  or  the  contractor,  and  further  agrees  not  to  per- 
mit or  suffer  any  attachnienis.  mechanics'  liens,  or  otiier  liens  or  encainbrances 
to  attach  to  such  property  or  the  articles,  and  In  the  event  that  any  such  attach- 
ment, lien,  or  encumbrance  Is  created,  agrees  to  pay  and  discharge  the  same, 
to  the  end  that  all  property  which  shall  have  been  paid  for  by  the  Unitml  States 
shall  be  and  remain  free  and  unencunihered  property  of  the  United  States,  pro- 
vided that  notiilng  in  this  article  contained  shall  require  the  contractor  to  make 
any  such  payments  so  long  as  he  shall  In  good  faith  contest  the  validity  of  the 
claim  or  claims  therefor  and  so  long  as  the  delivery  of  the  articles  ts  not  Inter- 
fered with.  The  contractor  shall  give  due  notice  that  all  property  which  shall 
have  been  paid  for  by  tlie  United  States  belongs  to  the  United  States. 

COSTH.VCTOR  SOT  TO  PXIBLISH   INFORMATION. 

Art.  XII.  The  contractor  agrees  to  refrain  from  exploiting  by  publicity  or 
otherwise  its  product  manufactured  in  pursuance  of  this  contract,  and  of  any  and 
all  contracts  and  orders  heretofore  or  hereafter  entered  Into  or  placed  with  the 
contractor,  and  Its  products  manufactured  under  any  arrangement  with  the 
United  States  whatsoever,  and  the  contractor  agrees  to  refrain  from  in  any  way 
publicly  advertising  the  fact  of  the  manufacture  of  said  product,  and  to  refrain 
from  publishing  or  causing  or  allowing  to  be  published  any  photographs,  draw- 
ings, writfen  or  printed  matter,  or  other  data  disclosing  the  articles  or  parts  of 
the  same,  or  the  process  of  manufacture,  or  the  plans  of  the  Ooveniment  or  any 
inforroatlon  concerning  the  same  or  which  shall  result  in  such  disclosure.  The 
contractor  agrees  to  submit  to  the  Chief  of  Ordnance  all  pictures  or  printed 
matter  showing,  describing,  or  in  any  way  relating  to  the  progress  of  the  wori; 
to  t>e  prosecuted  under  this  contract  and  under  any  and  all  contracts  and  orders 
heretofore  or  hereafter  entered  Into  or  placed  with  the  contractor,  or  under  any 
arrangement  with  the  United  States  whatsoever  which  he  may  desire  to  pub- 
lish, before  publishing  the  same,  and  the  Chief  of  Ordnance  may  permit  such 
publication  and  shall  have  the  right  to  censor  the  same.  The  contractor  farther 
agrees  to  refrain  from  giving  any  Information  whatsoever  relative  to  any  experi- 
ments that  may  be  carried  out  by  it  at  the  instance  of  the  United  States. 

C05TBACT  NOT  ASSIOB.VBLE. 

Art.  XIII.  This  contract  shall  not,  nor  shall  any  right  to  receive  payment  or 
any  other  Interest  therein,  be  transferred  or  assigned  by  the  contractor  to  any 
persons,  firms,  or  corporations. 

lABOB  I>iapUTl:S. 

Abt.  XIV.  In  the  event  that  labtir  disputes  shall  arise  directly  affecting  the 
performance  of  this  contract  and  causing  or  likely  to  cause  delay  In  making 
the  deliveries  upon  Iho  date  or  dales  specified  the  contractor  shall  address  a 
written  statement  thereof  to  the  Chief  of  Ordnance  tor  transmission  to  the 
Secretary  of  War  with  the  request  that  such  dispute  be  settled,  providing  such 
information  and  access  to  Information  within  the  control  of  the  contractor  aa 
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EIGRT-HOUB  LAW,  NAVAL  APFBOPBIATION  ACT,  ETC. 

Abt.  XV.  This  contract  Is  subject  to,  and  the  coDtractor  agrees  to  comply  n-lth, 
the  provisions  of  the  naval  appropriation  act  approved  March  4,  1S17,  and  the 
President's  Executive  order  dated  March  24,  1917,  which  auspends  the  eight- 
hour  law  approved  June  19,  1912,  and  brings  the  proviso  contained  in  said  naval 
appropriation  act  Into  eftect.     Said  Executive  order  provides  as  follows: 

"  Under  authority  contained  In  the  naval  appropriation  act  approved  Marcli  4, 
1917  (Public,  391,  64th  Cong.),  whereby  it  is  provided— 

"  '  That  in  case  of  national  emergency  the  President  Is  autliorlEed  to  suspend 
provisions  of  law  prohibiting  more  than  eight  hours  of  labor  In  any  one  day  of 
persona  enRBRed  upon  work  covered  by  contracts  with  the  United  States: 

" '  Provided  further,  That  wages  of  persons  employed  upon  such  contracts 
shall  be  computed  upon  a  basic  day  rate  of  eight  hours'  work  with  overtime  rates 
to  be  paid  for  at  not  less  than  time  and  one-half  for  all  hours'  work  In  excess  of 
eight  liours.' 

"  It  Is  hereby  ordered  that  the  provisions  of  the  act  approved  June  19,  1912, 
limiting  the  hours  of  dally  service  of  mechanics  and  laborers  on  work  under 
contracts  to  which  the  United  States  is  a  party  are  suspended  with  respect  to 
all  contracts  for  ordnance  and  ordnance  stores  and  other  military  supplies  and 
material,  contracts  for  buUdlnfis  under  construction  or  to  be  constructed  at  the 
arsenals,  and  contracts  for  fortifications  work  during  the  pending  emergency  and 
until  further  orders. 

"  This  order  shall  talie  effect  from  and  after  this  date. 

"  WooBBow  Wilson." 

"  The  WHrrE  House,  March  21,,  1917." 

PATENTS. 

The  United  States  assumes  responsibility  for  patent  rights  as  to  articles  but 
not  as  to  methods  of  manufacture. 

Abt.  15i.  The  crossing  out  of  the  printed  wonis  in  subdivisions  2  and  3  of 
article  4,  part  of  line  2  and  the  remainder  of  article  7,  and  the  words  "  Such- 
per  cent  of  cost  payment  Is  subject  to  such  addition  or  reduction,  depending  on 
tiie  difference  between  estimated  and  actual  cost  of  articles  which  have  I>een 
delivered  and  accepted  as  may  be  determined  In  accordance  with  subdlviaioD 
(a)  of  paragraph  (2)  of  Article  IV  hereof,"  and  the  insertion  of  the  words 
"  sublet  parts  "  In  article  9,  was  done  prior  to  signing. 

PBOTECnON  OF  PLANT  AND  WOBK. 

Abt.  XVI.  In  addition  to  the  ordinary  precautions  heretofore  adopted  by  the 
contractor  for  the  guarding  and  protection  of  his  plant  and  work,  the  contractor 
shall  provide  such  additional  watchmen  and  devices  for  protection  of  his  plants 
and  property  and  the  work  la  process  for  the  United  States  against  fire, 
espionage,  acts  of  war  and  of  enemy  aliens  as  may  be  required  by  the  con- 
tracting olRcer.  The  contractor  shall,  when  required,  report  to  the  contracting 
officer  the  citizenship,  country  of  birth,  or  alien  Status  of  any  and  all  his 
employees.  When  required  by  the  contracting  officer  the  contractor  sliall 
refuse  to  employ,  or  if  already  employed,  forthwith  discharge  from  employment 
and  exclude  from  his  works  any  person  or  persons  designated  by  the  con- 
tracting officer  for  cause  as  undesirnble  for  employment  In  a  plant  engaged 
on  work  for  the  United  States.  The  United  States  shall  pay  to  the  contractor 
as  part  of  the  cost  of  the  articles  any  expenses  Incurred  by  the  contractor 
whk'ti  shall  be  determined  by  the  contracting  officer  to  be  directly  caused  by 
the  I'equlreiueiits  Of  this  article. 

REHTBICTION  UPON  CHILD  LABOR. 

Art.  XVII.  No  work  under  this  contract  shall  be  performed  by  the  labor  of 
any  child  under  the  age  of  14  years,  nor  between  the  ages  of  14  and  16  years 
who  is  employed  for  more  than  eight  hours  in  any  work  day  or  more  than  sis 
days  a  week  or  before  6  o'clock  a.  m.  or  after  7  o'clock  p.  m. 
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omcuxa  hot  to  bknrfit. 


Art.  XTIII.  No  Member  of  or  Etelegate  to  Congress  or  Kesident  CommfasioDer 
la  or  shall  be  admitted  to  any  share  or  part  of  this  contract,  or  to  any  benefit 
that  may  arise  therefrom,  but  this  article  shall  not  apply  to  this  eontract  so 
far  as  tt  may  be  within  the  operation  or  exception  of  section  116  of  the  act  of 
Congress  approved  March  4, 1909  (36  SUts.,  ll<»). 

KO  PBIBOR  UUBOB. 

Abt.  XIX.  No  person  or  persons  shall  be  employed  In  the  performance  of 
this  contract  who  are  undergoing  sentences  of  Imprisonment  at  hard  labor 
which  have  been  Imposed  by  the  courts  of  the  several  States,  Territories,  or 
municipalities  having  crlmlaal  Jurisdiction. 

D0U1>TS  OB  DISPUTES  TO  BR  SEFEBBED  TO  THE  CHIEr  OF  OBDNANCE. 

Aht.  XX.  Except  as  this  contract  shall  otherwise  provide,  any  doubts  or 
disputes  which  may  arise  as  to  the  meaning  of  anything  in  this  contract  shall 
be  referred  to  the  Chief  of  Ordnance  for  determination.  If,  however,  the 
contractor  shall  feel  aggrieved  at  any  decision  of  the  Chief  of  Ordnance  upon 
sucli  reference,  be  shall  have  the  right  to  submit  the  same  to  the  Secretary  of 
War,  whose  decision  shall  be  flnal. 


Art.  XXI.  Notice  under  this  contract  shall  he  deemed  to  have  been  sutll- 
clently  given  to  and  received  by  the  contractor  when  mailed  In  a  sealed, 
postpaid  wrapper  addressed  to  Otis  Elevator  Co.,  Eleventh  Avenne  and  Twenty- 
sixth  Street,  New  York  City, 


Abt,  XXII.  This  ixintract  may  be  esccutcd  in  any  number  of  counterparts, 
all  of  which  together  shall  constitute  one  original  contract.  Wherever  the  terra 
"  contracting  odlocr  "  is  used  in  this  contract  the  same  shall  be  construed  to 
mean  the  contracting  officer  executing  this  agri^nient,  his  successor  or  suc- 
cessors, his  duly  authorized  agent  or  agents,  or  anyone  designated  by  the  Chief 
of  Ordnance  from  time  to  time  to  act  ns  contracting  officer  hereunder. 

In  witiie.is  whereof  the  party  of  the  first  part  has  caused  thin  coniract  to 
be  executed  by  Its  pr()per  officers  thereunto  <luly  authorized,  and  the  United 
States  of  America  has  caused  tills  contract  to  be  executc<l  by  the  undersigned 
contracting  officer  thereunto  duly  authorized. 

Otis  Elevator  Co.. 
By  \Vu.  D,  Baldwin. 

Chairman  Of  'Ae  Board. 
Attest : 

Thos.  W,  Looak. 

Secretarj/. 

Wn.LIAW    WlLMAUS. 

Lievtenant  Colonel,  Ordnance  Department,  United  Stale"  Army, 

Contracting  Offtcer. 
Wltnes-ies : 

F.  FmHow. 
R.  W.  Daidne. 
E.  Newman. 

Order  No.  CFSfW— Otis  Eij:vator  Co.  asd  United  States  of  Amebica.  Obd- 
SAKCE  Department,  United  States  Ahmv — FiBsr  Supplemental  Co.stbact 
ox  Fourth  Amendment — July  31, 1918. 

This  supplemental  agreement,  entered  Into  this  31st  day  of  July.  191S.  between 
the  Otis  Elevator  Co.,  u  corporation  organized  and  existing  undiT  and  by  virtue 
of  the  laws  of  the  Slate  of  New  Jersey,  and  having  its  principal  place  of  busi- 
ness at  Eleventh  Avenue  and  Twenty-sixth  Street.  In  the  City  of  New  York, 
State  of  New  York  (hereinafter  called  the  contractor!,  party  of  the  first  part. 
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anil  tlit>  United  Stales  of  America,  by  William  WtUlanis,  lleulenunt  colonel. 
Oi'iliiiiiii«  Department,  Natluntil  Army,  acting  by  direction  of  the  Chief  of  On!- 
nunce,  I'nlted  States  Army,  and  under  the  auttaortty  of  the  Secretary  of  War, 
party  of  the  second  part : 

Wltnes-wth : 
Whereas  the  parties  hereto  entered  into  afn^eement.   No.  CF38S,  dated  De- 
ceuilK-r  22,  1017,  for  1.030  recupemtors,  for  which  the  United  States  agreed 
to  pay  tlie  cost  of  manufacture  plus  u  fixed  proBt,  supplemented  by  a  first 
supplemental  agreement  dated  April  29,  1B18;  and 
Whereas  snld  articles  are  to  be  manufacturi>d  under  license  from  Schneider 
et  Cle.,  Paris,  France,  and  It  Is  desired  to  amend  and  supplement  said  agi^ee- 
ment.  in  the  Interest  of  the  United  States,  so  as  to  provide  tbat  the  contractor 
shall  not  have  the  right  to  manufacture  said  recuperaors  except  In  the  per- 
formance of  this  contract :  and 
Whereas  It  Is  further  desired  to  supplement  and  amend  said  contract  so  as  to 
provide  that  the  United  States,  instead  of  the  contractor,  shall  furnish  the 
reservoir  cap  plates  ensraved,  such  amendment  being  in  the  interest  of  the 
United    States   as   the   United    States  can  furnish   such   cap  plates   more 
economically. 

Abticij:  I.  The  parties  hereby  ngree  that  the  recuperators  herein  contracteil 
for  are  manufactured  under  a  license  from  Schneider  et  Cie.,  Paris,  France, 
and  each  recuperator  so  manufactured  shall  he  designated  by  the  name  of 
Schneider;  that  nil  drawlnj^s.  deslfrns,  and  data  retatlnjn;  to  tetters  patent  owned 
by  Schneider  et  Cie.  fumlsheil  to  the  contractor  for  use  In  the  performance  of 
this  contract  shall  be  surrendered  by  the  contractor  at  the  completion  thereof 
and  the  contractor  uRrees  to  niake  no  use  of  such  drawings,  designs,  or  data, 
except  In  the  performance  of  this  contract.  Nothing  In  this  contract  shall  be 
construed  as  giving  the  contractor  the  right  to  manufacture  recuperators,  or  any 
parts  thereof,  of  the  design  or  construction  covered  by  said  letters  patent,  other 
than  the  recuperators  herein  contracted  for ;  and  the  contractor  agrees  that 
except  In  the  performance  of  tills  contract  it  will  not  manufacture  recuperators 
of  said  design  or  construction  for  any  purpose  whiitsoevcr  without  the  written 
permission  or  Schneider  et  Cle. 

Akt,  II.  The  United  States  will  furnish  the  contractor  with  sufficient  reser- 
voir cap  plates  (engraved)  as  shown  on  drawing  382-')0-4  for  the  1,039  recuper- 
ators contracted  for,  and  the  contractor  Is  hereby  released  from  providing  such 
cap  plates. 

Abt.  III.  Except  as  herein  modified,  all  the  terms  and  conditions  of  the  agree- 
ment date<I  December  22.  1917,  as  supplemented  by  first  supplemental  agree- 
ment, dated  April  29,  1918,  shall  remain  In  full  force  and  effect 

In  witness  whereof,  the  parties  hereto  have  caused  this  contract  to  be  exe- 
cuted under  their  seals  and  by  their  duly  authorized  ofBcers,  the  day  and  year 
first  above  written. 

Ons  Elevator  Co.. 

Conlroclor, 
By  Wm.  D.  Baij)win. 
I  Chairman  of  the  Board. 

UNtTED  States  of  Auebica. 

By  WlU-IM  WlLUAMS, 

Lieutenant  Colonel,  Ordnance,  Ifattonal  Army. 
Witnesses : 

F.  C.  Fublow. 
R.  W.  Gabdheb. 
Madoe  Poster. 


Order  No.  Wab-Obo.  CF-388— Otis  Ele^atob  Co.  and  UniTEn  States  of 
America.  Ordnasce  Depastment.  I'xtTEo  States  Army — Second  Si-pple- 
MKNTAL  Contract,  Dated  Octobeb  16, 1918.  Amendment  No.  6. 

This  second  supplemental  contract,  made  this  16th  day  of  October,  1918, 
between  the  Otis  Elevator  Co.,  a  corporation  organlrW  and  existing  under  and 
by  virtue  of  the  laws  of  the  State  of  New  Jersey,  and  having  an  ofFlce  at 
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Elerenth  Avenue  and  Twenty-slsth  Street,  New  York  City,  N,  T.,  party  of  the 
first  i>art  (herein  after  called  the  contractor),  and  the  United  States  of  Amer- 
ica, and  by  J.  H.  Watklns,  Ueuteoaat  colonel.  Ordnance  Department  United 
States  Army  (hereinafter  called  the  contracting  officer),  acting  by  direction  of 
the  Chief  of  Ordnance,  United  States  Army,  and  under  authority  of  the  Sec- 
retary of  War,  party  of  the  second  part : 
Wttnesseth : 

Whereas  tlie  parties  hereto  entered  Into  a  certain  contract,  numbered  War- 
Ord.  CF-388,  dated  the  22d  day  of  December.  1917,  for  1,039  recuperators  for 
240  mm.  Howitzers,  Model  of  1913  (Schneider),  at  cost  plus  a  fixed  profit  of 
$1,250  for  each  unit,  delivered  f.  o.  b.  Chicago,  111.,  and  for  increased  facilities 
at  the  estimated  cost  of  $1,650,000;  and 

Whereas  the  salil  contract  was  supplemented  and  amended  by  a  first  supple- 
mental contract,  <lated  July  31,  1918,  which  provided  that  the  contractor  should 
not  have  the  right  to  use  the  letters  patent  of  Schneider  et  CSe.,  except  In 
the  performance  of  the  said  contract ;  and 

Whereas  the  suBlcleDcy  of  the  said  increased  facilities  were  nndereatimated 
and  the  additional  Increased  facilities  liereinafter  mentioned  are  necessary  in 
the  performance  of  the  said  contract ;  and 

Whereas  the  said  parties  now  desire  to  further  supplement  and  amend  the 
said  contract  in  the  Interest  of  United  States,  as  hereinafter  set  forth,  so  as 
to   provide  for  a   lean-to  extension  and  entrance   shelter  and   firing  room ; 

Now,  therefore,  In  consideration  of  -the  mutual  agreements  herein  con- 
tained, the  £al<l  parties  have  agreed,  and  by  these  present  do  agree,  to  and  with 
each  other,  as  follows: 

Abticle  1.  The  contractor  shall  provide,  erect,  and  install  at  its  plant  at 
Chicago,  111,,  a  lenn-to  extension  for  Type  4  machine,  approximately  94  feet  In 
length  by  8  feet  in  width,  and  an  entrance  shelter  and  firing  room  In  front  of 
boilers,  approximately  22  feet  in  length  by  8  feet  In  width  (all  of  which  are 
hereinafter  ca1le<]  the  additional  Increased  facilities).  The  total  estimated 
cost  of  the  said  additional  Increased  facilities  is  the  sum  of  $5,500,  and  such 
estimated  coat  shall  not  be  exceeded  unless  additional  cost  Is  authorized  In 
writing  by  the  Chief  of  Ordnance.  The  approval  of  the  Chief  of  Ordnance  of 
ail  such  additional  Increased  facilities,  the  plann  and  specifications  therefor, 
and  the  source  of  supply  and  the  price  to  be  paid  for  all  the  materials  and 
labor  In  connection  therewith  shall  be  a,  prerequisite  to  any  obligation  on  the 
part  of  the  United  States  to  reimburse  the  contractor  for  expenditures  made 
or  obligations  incurred  on  account  of  such  additional  increased  facilltle* 

Abt.  II.  The  United  States  shall  pay  the  cost  of  the  said  addlttooet  in- 
creased facilities  In  the  same  manner  as  provided  In  paragraph  3  of  the 
addendum  to  Article  IV  of  the  snid  original  contract  for  the  pnyment  of 
Increased  facilities,  and  the  provisions  of  paragraph  7  of  the  said  addendum 
to  Article  IV  of  the  snid  contract  with  respect  to  the  title  to  the  Increaseil 
facilities  vesting  In  the  Unlteil  States,  the  nature  thereof,  the  removal  of 
tlie  increased  facilities,  shall  also  apply  to  the  additional  Increased  facilities 
taeren  provided  for. 

Abt.  III.  The  contractor  agrei-s  to  protect  and  save  liarmless  the  United 
States  from  any  and  ail  claims  that  may  l>e  maile  l)y  or  on  behalf  of  any 
mortgagee,  trustee,  bondholtier,  or  lienor  to  any  building,  structuri'.  machin- 
ery, equipment,  or  other  propTty  that  may.  utuWr  the  pro\-islnns  of  this 
contract  be  placed  upon  land  subject  to  a  mortgage,  lien,  or  deed  of  trust. 

AjtT.  IV.  Wages  of  laborers,  operatives,  and  mechanics  doing  any  part  of 
the  work  In  connection  with  the  aildltionni  tncrea.seil  facilities  contemplatetl 
by  this  supplemental  contract.  In  the  employ  of  the  contractor,  shall  be  com- 
puted ui»n  a  bo.slc  day  rate  of  eight  hours  worit,  with  overtime  rates  to  be 
paid  for  at  not  less  than  time  and  one>balf  for  all  hours  In  exeas  of  eight 
hoars.  Compliance  by  the  contractor  with  the  provisions  of  this  article  shall 
be  of  the  essence  of  the  contract. 

Nom— See  act  of  June  19,  1913  (37  Stat.,  137),  act  of  March  4,  1917  (39 
Stat..  1168,  1192).  and  Executive  order  of  March  24,  1917.  Provisions  recom- 
mended by  War  Labor  Policies  Board  and  prescribed  by  order  of  Secretary 
of  War,  dated  August  30,  1918. 

Art.  V.  Except  as  herein  modified,  all  the  terms  and  conditions  of  the  said 
contract  dated  December  22,  1917.  as  supplemented  and  amended  by  the  said 
supplemental  contract  dated  July  31.  1918,  shall  remain  In  full  force  and 
effect 
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In  wltoess  whereof,  the  pnrtles  hereto  have  caused  this  supplenieiiinl  con- 
tract to  be  duly  executed  itn  triplicate)  by  their  duly  authorlii-d  oflicers  the 
day  and  year  first  above  written. 
Attest : 

Otis  Elevatob  Co., 

Cottliactor. 
By  F,  C.  FuBLOw. 

United  States  of  Amibica, 
By  J.  H.  Watkiks, 
Lieutenant  Cnlonel,  Ordnance  Department,  United  HIatet  Armii, 
Contracting  Officer. 
Witnesses ; 

Thos.  M.  Looak,  Secretary. 
T.  C.  AuoB. 

Mr.  Graham.  When  did  you  say  you  went  on  to  this  particular 
work,  Mr.  O'Hayer! 
Mr.  O'Hater.  August,  1918. 

Mr.  Grahah.  Up  to  that  time  how  much  of  the  work  had  been 
completed? 
Mr.  O'Hayer.  None  of  it. 

Mr.  Graham.  What  was  the  condition  of  the  work  at  the  works, 
Mr.  O'Hayer.  when  you  got  there? 

Mr.  O'Hayer.  Well,  they  were  all  working  downstairs,  but  how 
much  of  that  work  had  been  completed  I  could  not  answer;  a  certain 
percentage  of  work. 

Mr.  Graham.  ^Vhe^e  is  the  factory? 

Mr.  O'Hatek.  At  Fifteenth  and  Sixteenth  and  Laflin  Streets,  two 
buildings. 
Mr.  Graham.  How  extensive  a  building  is  it? 
Mr.  O'Hat-er.  The  Fifteenth  and  Laflin  Street  building  is  around 
350  fe«t  long  by  90  feet  to  100  feet  wide ;  the  Sixteenth  and  Laflin 
Street  property  is  probably  a  little  longer  and  about,  maybe,  40O 
feet  long,  and  about  the  same  width. 

Mr.  Graham.  Now,  those  recuperators  that  this  company  was 
makini;  were  to  be  put  into  the  carriages  the  Standard  St«el  Car 
Co.  was  making? 
Mr.  O'Hatzh.  Yes,  sir. 

Mr.  Graham.  Your  work  was  mostly  office  work? 
Mr.  OUateb.  Entirely. 

Mr.  Graham.  But  there  went  through  your  office  from  time  to 
time  details  of  the  expenditures  on  the  plant? 
Mr.  O'Hater.  Yes,  sir. 

Mr.   Graham.  Can  you  tell   us  how   much  the  Government  has 
expended  on  this  plant  up  to  this  time? 
Mr.  O'Hayer.  Tlie  total  amount? 
iM.  Yes.  sir. 
fER.  $2,960,242.82. 

lM.  You  mean  that  is  the  total  expenditures  of  all  kinds? 
:er.  Of  all  classes ;  yes,  sir. 

iM.  Well,  there  was  originally  allotted  to  this  job  some- 
4.000.000. 

rER.  Yes,  sir;  $12,850,000,  I  believe. 
AM.  What  are  those  recuperators  like;  how  large  are 

TER.  I  can  not  tell  you  the  size  or  dimensions  of  them ; 
long  or  7  feet  long  and  about  3  feet  wide. 
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Mr.  Gbahah.  What  does  the  recuperator  consist  oft 
Mr.  O'Haysr,  a  long  piece  of  steel  with  chambers  in  it  for  the 
tise  of  the  carriage;  it  is  something  I  never  paid  much  attention  to. 
Mr.  Graham,  Well,  it  is  like  a  check  spring  on  a  door,  isn't  it. 

Mr.  OIIater.  To  take  care  of  the  recoil  of  the  gun,  I  understand. 

Mr.  Graham.  A  large  piece  of  steel  bored  out 

Mr.  O'Hayer  (interposing).  Bored  out;  yes,  sir. 

Mr.  Graham  (continuing).  And  then  these  cylinders  fitted  into  it? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Graham.  There  was  a  supplemental  contract  made  on  July  18, 
1918,  which  we  have  introduced  into  the  record,  which  provided,  as 
I  remember  it,  for  the  putting  of  a  name  on  the  cap  plate;  to  put  tha 
name  of  Schneider  on  them.  And  then  there  was  another  agreement 
made  in  September  16,  1918,  making  some  other  changes.  Do  yoQ 
know  what  the  reason  for  making  that  second  supplemental  con- 
tract was ! 

Mr.  O'Hayer.  Xo  ;  I  do  not.   I  am  not  familiar  with  that. 

Mr.  Gbahau.  Up  to  the  time  of  the  signing  of  the  armistice  had 
any  completed  recuperators  been  made  at  that  shop! 

Mr.  O^HAYEB.  Up  to  the  time  of  the  armistice? 

Mr.  Graham.  Yes. 

Mr.  O'Hater.  I  believe  there  were;  how  many  had  gone  oat,  I 
could  not  say. 

Mr.  Graham.  We  have  been  informed  that  the  first  one  was  re- 
ceived by  the  Standard  Steel  Car  Co.  about  the  first  of  the  year,  a 
good  while  after  the  armistice;  do  you  know  any  thing  about  that! 

Mr.  O'Hater.  I  am  not  familiar  with  the  shipments;  I  could  not 
answer. 

Mr.  Graham.  What  was  that  two  million  and  odd  dollars  ^>ent 
for? 

Mr.  O'Hater.  For  direct  labor,  $546,137.37 ;  direct  material,  $373,- 
617.03;  overhead  expenditures  and  indirect  materials,  $926,868.30; 
administrative  and  general  expense,  $221,867.91.  Those  are  the  items 
of  cost, 

Mr.  Graham.  There  were  no  increased  facilities? 

Mr.  O'Hater.  Now,  I  will  give  you  the  increased  facilities  for  the 
three  contiracts. 

Mr.  Graham.  Kow,  the  contracts  we  are  speaking  about,  Mr. 
O'Hayer,  is  the  contract  for  the  240  millimeter  recuperators,  the  con- 
tract at  Yonkers  for  the  making  of  tools  and  the  contract  for  spare 
parts.    Those  are  the  three  you  have  in  mind? 

Mr.  O'Hater.  Yes,  sir;  CF  582,  385,  and  this  one  is  388. 

Mr.  Graham.  Yes;  as  to  Chicago,  and  the  others  at  Yonkers,  one 
for  spare  parts  and  one  for  tools? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Graham.  Those  were  all  merged  info  one  settlement? 

Mr.  O'Hater.  Yes,  sir, 

Mr.  Graham,  Proceed. 

Mr.  O'Hater,  Expenditures  for  increased  facilities  on  contract 
385,  $546,075;  on  CF  582.  $202,130;  and  on  contract  388,  $882,389,37, 
making  a  total  expenditure  of  $1,630,594.37. 

Mr.  Graham.  For  increased  facilities? 

Mr,  O'Hater,  For  increased  facilities. 
141211— 20— VOL  2 51 
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Mr.  Graham.  Now,  is  there  aDTthing  else  except  increased  bdli- 
ties;  what  is  the  total? 

Mr.  O'Hates.  $2,960,492.37;  that  takes  care  of  the  total  expentU- 
tnres  and  increased  facilities. 

Mr.  JimaM.  That  is  Chicago! 

Mr.  OIIater.  Chicago  and  the  parts  made  in  Yonkers. 

Mr.  Graham.  Does  it  take  care  of  all  the  expenses  on  all  three  con- 
tracts! 

Mr.  OIlATeR.  All  expenses  on  all  three  contracts. 

Mr.  Gbaham.  What  ao  the  special  facilities  ccm^st  of  beret 

Mr.  OIIatzr.  Machinery  and  rehabilitation  of  the  buildings. 

Mr.  Graham.  Have  yon  an  itemized  statement  of  it! 

Mr.  O'Hatct.  Yes,  sir;  bnUdinga,  $165,057.34;  machinery,  $864,- 
905.51:  and  administrative  expense,  ^7,614.89;  and  the  labor  ex- 
pense of  $24,700.01;  and  temporary  buildings,  $111.02;  that  is  the 
total  on  the  contract. 

Mr.  Graham.  What  did  they  bnild  oat  there;  did  they  build  some 
buildings ! 

Mr.  O'Hater,  a  small  temporary  lean-to  is  all  I  know  of  that  was 
built  to  house  some  machineiy. 

Mr.  Graham.  They  used  the  plant  tiiey  already  had! 

Mr.  O'Hateh.  Yes,  sir. 

Mr.  Graham.  Did  they  buy  machines  of  any  kind! 

Mr.  O'Hatzh,  Considerable. 

Mr.  Graham.  What  sorts  of  machines  were  they! 

Mr.  O'Hater.  I  could  not  answer  that ;  I  am  not  a  mechanical  man. 

Mr.  Graham.  Do  you  have  a  list  of  them! 

Mr.  OIIateb.  I  have  a  list  of  machines  that  have  been  purchased, 
yes ;  a  description  of  every  machine  purehased. 

Mr.  Graham.  Now,  did  they  furnish  any  special  facilities  at 
Yonkers ! 

Mr.  OIXayeb.  They  are  taken  care  of  in  this  allotment;  they  are 
in  the  voucher  there. 

Mr.  Graham.  That  is  all  cleared  up! 

Mr.  CHateb.  That  is  cleared  up. 

Mr.  Graham.  So  on  the  tools  would  be  in  the  list  here! 

Mr.  O'Hater.  The  tools  would  be  in  the  list. 

Mr.  Graham.  Well,  were  some  of  the  tools  which  you  used  in  the 
Chicago  job  made  at  the  Yonkers  plant! 

Mr.  O'Hatrr.  Yes;  I  understana  so;  and  the  machines  made  there 
also  for  the  completion  of  this  contract. 

Mr.  Graham.  I  assume — now,  let  me  see  if  I  am  right  about  this; 
the  company  made  its  profit  on  the  machines  it  made  at  Yonkers ; 
received  a  profit,  is  that  riglit! 

Mr.  O'Hater.  I  should  think  they  received  a  profit. 

Mr.  Graham.  Now,  when  those  came  down  here  into  special  facili- 
ties, did  the  company  in  the  settlement  get  any  allowance  for  fur- 
nishing them  and  building  themf 

Mr.  O'Hater.  Only  the  stated  price  they  billed  them  at. 

Mr.  Graham,  Well,  in  figuring  the  compensation  was  there  any 
Allowance  made  for  that;  what  were  the  items  of  the  settlement  as 
finally  made;  do  you  know! 

Mr.  O'Hateh.  I  do  not  know :  I  have  not  seen  a  copy  of  Uie  settle- 
ment at  all. 
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Mr.  Grahau.  Well,  we  hare  not  eiUier;  we  have  not  been  able  to 
get  it.  We  have  some  papers  here,  but  not  the  award.  Do  you 
Know  whether  it  has  been  settled  t 

Mr.  O'Hateb.  No  ;  I  don't  know  that  onl;^  unofficially. 

Mr.  Grahau.  In  connection  with  the  testunony  here  I  offer  a  copy 
of  the  staff  report  of  the  cannon  and  cartridge  committee  in  the 
matter  of  contracts  CF-388. 

(The  staff  report  referred  to  is  as  follows:) 


Mr.  Russell  was  not  present  dnrlng  the  hearing  of  tills  claim. 

The  Sbcrctaxt.  I  present  the  claim  of  the  Otla  Elevator  Co.,  of  Chicago,  IlL, 
nnder  War  Order  CF-388,  which,  with  tts  aupplementary  contracts,  provided 
for  the  manufacture  of  1,039  recuperHtors  for  240  mm,  howitzer  carriages. 

I  rail  attention  to  the  fact  that  the  total  allotment  made  (or  this  contract  was 
114.286,250.  There  was  also  en  allotment  made  for  Increased  facilities  In  the 
amount  of  Sl,722,2Wi.  At>out  one-half  of  the  appropriation  for  Increased  facUl- 
ties  was  expended. 

Deliveries  of  recuperators  were  made  daring  the  early  part  of  this  year  to 
the  extent  of  277.  This  left  a  little  over  73  per  cent  of  the  contract  nncom- 
pleted.  This  was  a  contract  to  be  executed  at  cost  plus  and  fixed  profit  and  all 
the  nsnal  Jtema  of  materinl,  labor,  end  overhead  have  been  paid  for  by  voucher. 

The  claim  as  submitted  by  the  contractor  in  the  amount  of  (390,697.22  covers 
21  Items  in  classification  of  claims  for  other  compensation.  Of  these  21  itemi, 
11  covered  Items  of  actual  expenditure,  which  have  heen  verified  by  yonr  com- 
mittee, consisting  of  Col.  Clark  and  Mr.  Robinson,  and  have  been  checked  by 
the  auditors  and  with  two  minor  corrections  found  by  the  auditors  are  recom- 
mended  as  presented  by  the  contractor. 

Unless  you  wish  me  to  review  each  one  of  these  Items,  which  are  Just  reim- 
bursements for  expenditures,  I  will  take  up  the  other  Items,  the  merits  of  whidi 
have  been  thoroughly  Investigated,  and  they  are  clearly  and  concisely  set  forth 
In  your  committee's  staff  report    These  Items  are  as  follows: 

First,  an  Item  of  5  per  cent,  which  they  claim  for  services  In  procuring  cer- 
tain raw  materials.  Tour  committee  considers  that  the  allowance  of  payment 
for  expenses,  all  of  which  have  been  made  by  voucher  payment,  compensates 
them  tor  the  services;  therefore,  this  Item  was  eliminated,  the  contractor  con- 
curring. 

Mr.  Lyons.  What  Is  the  amoantl 

The  Secretast.  The  amount  of  that  was  $6,315.50.  This  claim  has  really  not 
come  to  me  from  Mr.  Palmer's  offlce  In  the  usual  fashion  and  theretore  I  did 
not  have  a  chance  to  make  out  a  detail  sheeL  There  are  two  or  three  cnplw 
of  the  staff  report  and  they  can  he  followed  as  I  go  over  this  matter.  That  was 
Item  "  a  "  I  was  Just  speaking  of. 

Item  "  b  "  Is  a  properly  admitted  item  and  covers  10  per  cent  of  matertala 
and  work  In  process  on  parts  of  recuperators  which  were  la  production  at  the 
time  the  277  completed  units  were  delivered.  This  Item  has  been  approved  by 
your  committee  and  there  was  spedflc  provision  tn  the  second  supplemental 
contract  which  admitted  such  an  Item  as  this. 

Item  "  f."  This  Item,  for  rehabilitation  of  several  departments  of  the  Tonkers 
works  of  the  Otis  Elevator  Co.  which  had  heen  equipped  and  arranged  for  the 
execution  of  this  contract.  Includes  the  cost  of  preparation,  which  is  the  re- 
moval of  the  elevator  machinery  from  those  departments,  and  the  Installation 
of  tlie  Oovemraent  paid-for  Increased  facilities.  Also  for  renrranglng  these 
departments  for  the  execution  of  their  own  elevator  work  which  has  been  done 
since  the  completion  of  the  work  on  the  277  recuperators  delivered.  A  small 
portion  of  this  final  cost  had  to  be  estimated,  but  it  was  checked  over  very 
carefully  by  your  committee  and  they  have  done  that  In  what  appears  to  be  a 
very  conservative  manner  and  the  final  amount  arrived  at,  only  a  small  portion 
of  which  had  to  be  Investigated,  and  has  been  agreed  to  by  the  Investigators 
and  has  been  accepted  by  the  contractor.  Therefore,  this  Item  "1"  In  the 
amount  of  $18,185.54  Is  recommended  as  an  nllowahle  Item. 

Item  "e":  This  Item  covers  interest  accruing  from  deferred  payments  which 
were  finally  paid  by  voucher;  that  is,  the  Otis  Elevator  Co.  made  payments  on 
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Increosed  facilities  and  their  work  as  It  became  due,  and  aome  little  time 
elapaed  before  tbe  vouchera  were  paid  covering  reimbursement  of  the  Otis  Ele- 
vator Co.,  and  thie  item  of  interest  baa  been  admitted  In  the  claim  of  this 
cost-plus  contract.  This  Items  amounts  to  ^^iBd.lO  out  of  f63M.S»,  making  a 
dednctlon  of  $104.69.  There  were  only  two  changes  made  In  any  of  these 
Items  that  are  considered  due  to  the  audit  This  one  and  one  otlier  of  a  small 
amount  wblch  is  similar  to  this  ona 

Item  "h":  In  compiling  the  estimated  cost  of  these  recuperators,  this  Item 
"  b  "  being  for  the  rental  of  the  Chicago  works,  baaed  up  a  f50  per  recuperator 
Item,  was  evidenced  in  this  manner.  When  the  contract  was  first  under  con- 
sideration at  Washington  It  was  determined  that  a  fixed  profit  of  $1,200  per 
recuperator  should  be  allowed  to  this  contractor  on  the  basis  that  the  estimated 
cost  would  be  about  |I2.000;  that  la,  10  per  cent  Then  the  qneeUon 
was  raised  as  to  remuneration  for  the  use  of  this  company's  plant  In  the  mat- 
ter of  rental  and  the  fixed  profit  was  raised  from  |1,200  to  ?1,250.  thus  esMb- 
Ilshlag  a  f50  per  unit  rental  charge.  This  amounted  to  some  $38,100,  and  It 
was  estimated  at  that  time  that  the  amount  of  time  that  wonld  be  required  for 
the  execution  of  this  order  would  be  11}  months.  Your  committee,  upon  re- 
viewing it,  feels  that  they  were  pr(q>erly  reimbursed  for  the  whole  period,  which 
is  19  months,  covered  in  the  execution  of  this  contract ;  that  la,  up  to  the  latter 
part  of  June  of  this  year.  There  hns,  however,  been  an  occupancy  of  the  plant 
since  that  time  In  the  months  of  July,  August,  September,  and  October,  and 
will  be  In  reality  entirely  devoted — that  Is,  the  plant  will  be  entirely  devoted — 
Qte  operations  of  the  plant  will  be  entirely  devoted — to  the  Government's  use. 
In  that  the  increased  facilities  and  the  materials  can  not  possibly  be  removed 
before  the  latter  part  or  the  end  of  October,  and  In  considering  this  contingency 
your  committee  has  recommended  that  an  additional  remuneration  be  allowed 
to  the  contractor  for  Qie  use  of  the  plant  daring  these  four  months,  and  tbey 
have  made  this  upon  the  basis  of  10  per  cent  per  annum  of  the  cost  valuation 
as  per  Article  X  of  the  contract,  and  makes  the  addition  of  $17,933.32  for  t^fr 
four  months  in  question,  raaklnf;  a  total  for  these  Items  of  $50,033.32. 

Item  "I":  For  the  storage  of  the  Govemmeut-owued  tools  and  materials 
at  the  Tookers  plant  a  claim  of  $2,215  has  been  made.  This  covers  the  perio(f 
from  May  to  September  of  this  year,  at  which  time  the  occupancy  was  termi- 
nated. Your  committee  considers  this  a  Justified  claim  and  recommends  Its 
allowance. 

Item  "  ]  " :  This  covers  S  work-setting  gauges  which  were  required  for  use 
in  the  execution  of  this  contract,  and  the  amount  of  $1,547.68  has  been  investi- 
gated and  audited  and  recommended  for  approval  by  your  committee.  Theri- 
1(1  one  question  right  Uiere  that  Col.  Clark  can  answer  as  to  why  these  were 
not  paid  by  voucher  and  now  appear  In  the  claim. 

Col.  Clark.  The  Otis  Elevator  Co.'s  purchose  order  B-200.  covering  the 
necessary  work-setting  gauges  for  52  of  the  so-called  No.  5  boring  machines 
installed  at  the  Chicago  works,  and  which  was  approved  by  the  production  officer 
stationed  at  the  plant,  Inadvertently  specified  44  sets  of  gauges  rather  than 
the  52  wblch  were  required.  So  the  Otis  Elevator  Co.  simply  went  aliead  and 
equipped  all  of  the  52  boring  machines  with  the  necessary  work-setting  gauges 
and  are  now  entering  a  claim  for  the  additional  8  gauges  which  were  not  so 
speclQed  In  the  order,  in  error. 

The  Skcrtttakv.  Item  "  k" :  Allowance  has  been  made  and  paid  for  by 
voucher  for  the  cost  of  moving  certain  employees  of  the  company,  employecit^ 
whose  services  had  been  proven  and  were  very  valuable  men,  to  take  charge 
of  the  production,  from  the  plant  In  the  East  to  this  plant  in  Chicago.  This 
amount  of  $23,261.11  must  be  duplicated  as  an  obligation  of  the  Otla  Elevator 
Co.  m  retumlDg  tbem  to  their  former  homes,  and  your  committee  therefore 
believes  that  this  is  a  Just  charge  in  the  claim  and  recommends  Its  allowance. 

Under  item  "  p,"  the  contractor  has  made  claim  for  10  per  cent  on  the  dlfFer- 
eoce  between  the  estimated  cost  and  the  actual  cost  on  the  277  recuperators 
which  were  finished.  This  amount  was  something  over  $96,000.  Notwithstand- 
ing the  fact  that  the  committee  believes  these  recuperators  were  produced  in 
a  very  economical  manner  and  thiit  the  contractor  did  Sfdcndldly  in  the  pro- 
duction of  them  at  a  low  figure,  they  believe  the  fixed  profit  as  arranged  covers 
the  profit  to  which  they  ore  entitled  for  this  reason,  that  in  estimating  the  cost 
of  these  recuperntors  there  was  no  real  precedent  upon  which  to  make  the 
basis  and  the  estimated  cost  was  quite  liberal. 

Col.  Hughes.  There  was  no  clause  in  the  contract  under  which  it  could  be 
paid. 
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The  Secbetabt.  Thvre  was  no  clause  Id  the  contrnct 

Col.  HvoHBB.  We  did  that  whenever  It  was  necessary  that  Uie  contractor  do 
tbe  work. 

The  SenrrABT.  It  is  prwbable  that  there  was  no  such  provision  as  that  be- 
cause of  the  liberal  allowance  of  tbe  estimated  cost,  so  that  this  item  has  been 
«iitlrel7  eliminated  from  the  claim. 

Item  "  q  " :  The  contractor  has  asked  to  l>e  reimbursed  at  the  rate  of  10  per 
«eiit  on  the  unamortiaed  portion  of  the  cost  of  certain  standard  maclilne  tools, 
special  and  single-purpose  toots,  and  Jigs,  flxtures  and  small  toola  purchased 
on  the  outside.  This  really  covers  compensation  for  services  in  connection 
■with  the  designing,  procuring,  and  assembling  of  t^ie  various  manufacturing 
facilities  to  apply  in  the  execution  of  tbe  contract,  and  as  It  Is  assumed  by 
your  committee  that  the  fixed  profit  of  il^2Q0  per  unit  was  intended  to  com- 
pensate the  contractor  for  this  portion  of  the  undertaking  as  well  as  the  other 
portion.  It  was  thought  proper  to  admit  this  Item  upon  the  nnamortlzed  por- 
tion of  these  facilities ;  furthermore,  the  "  Additional  terms  and  conditions " 
attached  to  the  second  supplemental  contract,  paragraph  0,  Justlfles  this 
allowance. 

Item  "  r " :  Contractor  has  asked  for  additional  compensation  for  special 
machine  tools  manufactured  for  the  execution  of  this  contract,  together  with 
others,  haying  amortised  the  proper  portion  to  the  extent  of  the  recuperators 
completed  on  this  contract,  v\z,  27  per  cent  of  the  entire  contract.  On  this 
Item  they  ask  for  a  little  over  $84,000.  Your  committee  has  investigated  this 
Item  very  thoroughly  and  recommends  that  It  be  not  allowed.  They  had  flrst 
considered  that  as  It  was  stated  that  the  prices  paid  by  the  United  States  for 
these  machine  tools  included  only  the  factory  cost.  Including  the  factory  over^ 
head,  but  did  not  include  tbe  administrative  overhead,  that  the  contractor 
mlf^t  t>e  entitled  to  further  compensation;  but  in  order  that  this  might  be 
fully  determined  your  committee  went  very  thoroughly  Into  the  matter  and 
brought  out  that  the  administrative  overhead  had  been  Included  In  the  cost 
which  Bgured  up  some  (632.60(1.26  and  that  they  had  been  reimbursed  to  the 
extent  of  $711,265.  Indicating  a  profit  of  approximately  14  per  cent  upon 
the  actual  expenditures  In  connection  with  this  Item.  Therefore  they  do  not 
recommend  that  this  be  allowed  and  have  eliminated  It. 

In  the  matter  of  deductions,  there  Is  no  claim  of  the  United  States  against 
the  contractor  Incident  to  the  execution  of  the  order;  nor  is  there  any  advance 
from  the  War  Cre<IlLs  Board.  The  only  deductions  from  the  gross  claim  as 
recommended  in  the  amount  of  $228,063.03  Is  the  de<luctlon  of  the  salvage  offer 
of  S47,8e2.10.  This  salvaKe  offer  covers  certain  material  which  had  cost  the 
Government  $224,547.78. .  This  salvage,  of  course,  flgures  out  a  little  over  20 
per  cent  of  the  Initial  cost  of  the  entire  properties  Involved  therein ;  but  these 
properties  might  be  divided  very  properly  into  two  rtawies — machine  tools  and 
the  expenditures  upon  improving  and  adsptlng  the  Chicago  plant  to  this  work. 
Now,  on  the  machine  tools  they  have  offered  from  SO  per  cent  up  to  (0.7  per 
cent  of  the  initial  cost  for  all  the  tools,  excepting  two  planers.  These  two 
planers  they  had  in  their  Buffalo  plant  and  they  were  practically  fitted  up  for 
planing  their  gauges  for  elevators.  They  had  to  take  these  two  planers  and 
entirely  refit  them  to  adapt  them  for  use  fn  connection  with  the  execution  of 
this  recuperator  contract.  This  cost  them  quite  a  bit  of  money.  Now,  In  order 
that  they  may  make  use  of  them  for  their  own  work  again,  they  must  move 
these  planers,  discard  the  special  equipment  and  parts  on  them  adapting  them 
for  the  recuperator  work,  which  of  course  are  of  absolutely  no  value  to  them 
In  their  commercial  business,  and  then  refit  them  with  the  parts  for  planing 
their  gflugea.  Therefore  on  these  two  planers  they  make  a  salvage  offer  equal 
to  only  37  per  cent  of  the  cost  of  the  planers  and  fitting  them  up  for  the  work 
In  hand.  The  other  portion  of  the  salvage  offer  Is  for  the  fitting  up  of  the 
Chicago  plant  for  this  work,  which  cost  $165,000.  Their  offer  on  this  is  only 
$15,000,  which  Is  only  9,1  per  cent.  This  might  seem  an  unduly  low  offer  for 
these  facilities.  The  rea-tion  a  greater  allowance  can  not  be  made  by  the  con- 
tractor is  on  account  of  the  fact  that  this  original  cost  of  $165,000  was  incurred 
Id  repairs  and  alterations  of  the  building  which  your  committee  finds  are  of 
no  tangible  value  to  the  contractor  either  for  use  or  In  connection  with  any 
rental  or  sale  of  these  buildings,  which  proposition  they  might  undertake. 

In  other  words,  while  these  expenditures  were  made  to  fit  the  plant  for  the 
execution  of  this  contract.  It  did  not  add  any  real  value  to  the  property  for 
future  use.    If  the  United  States  should  undertake  to  remove  these  c~ 
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and  to  put  the  plant  back  into  the  coodttlon  It  was  in  in  the  beginning,  the 
salvage  on  any  parts  removed  would  not  be  equal  to  the  cost  of  removing,  as 
they  are  so  Interwoven  with  the  whole  planL  Tour  committee  therefore  recom- 
mends that  the  gross  amount  In  tbe  snm  of  $223,063.03  be  allowed  and  that  the 
salvage  offer  of  $47,862.10  be  accepted,  and  that  a  net  award  of  $175,200.93  be 
allowed  to  the  Otis  Elevator  Co.  in  settlement  of  this  claim  under  CF-388. 

Mr.  MiTCHBLL.  Is  that  acceptable  to  the  Otis  people? 

The  Secbetabt.  The  committee  has  communicated  with  the  headquarters  In 
New  York  and  received  tbe  assnrance  that  while  tbey  did  not  particnlarly  enjof 
some  of  the  deductions  which  have  be^  made,  It  was  entirely  acceptable  to 

thMD. 

Mr.  Lyons.  Did  the  special  committee  work  together  on  this? 

Col.  CiABK.  The  special  committee  was  originally  composed  of  Capt  Daerr 
and  Mr.  H.  G.  McBlwee,  representing  the  Government  In  the  cost  accounting 
department,  and  Mr.  Christoperson  and  Mr.  Hammond,  representing  the  OUs 
Elevator  Co.  Their  services  as  a  committee  extended  throughout  the  period  of 
Investigation  and  audit.  The  establishing  of  principles  on  which  the  recom- 
mendations have  been  made  have  l>een  controlled  entirely  by  the  Ordnance 
Department,  without  reference  to  the  contractor. 

Mr.  Ltons.  They  are  reconciled  to  It? 

Col.  CI.ABK.  The  president  said  tbat  In  view  of  obtaining  prompt  settlement 
they  would  accept  the  amount  recommended  by  the  commlttea 

Mr.  Ltonb.  I  move  the  amount  be  made  and  salvage  offer  accepted. 

Mr.  MiTCHELi.  I  second  thaL 

Col.  HooHEB.  It  Is  moved  and  seconded  that  an  award  of  1223,063.03  be  made 
to  the  Otis  Elevator  Co.  under  contract  Ct'-3SS,  and  that  the  salvage  offer  of 
$47,862.10  be  accepted  and  deducted  from  the  gross  award,  making  a  net  award 
of  S175500.B3,  and  the  contracting  officer  is  hereby  directed  and  authorised  ti> 
execute  settlement  contract  and  other  documents  accordingly, 

(The  motion  was  unanimously  carried.) 

The  SecBrrABT.  I  will  prepare  an  award  accordingly. 

<On  motion,  the  meeting  adjourned.) 

Respectfully  submitted. 

Secret  (Try. 

STAFF  BEPOBT  OF  CANNON    AND  CAKBIAOE  rOUMITTEB. 

Contractor,  Otis  Elevator  Co.;  address.  Eleventh  Avenue  and  Twenty-sixth 
Street,  New  Tork,  N.  T. 

War  order  No.  CF-388  (cost  plus  flxed-proflt  contract). 

Articles,  1,03»  recuperators  for  240  m/m  Howitzer  carriage,  model  1918, 
Schneider,  with  tools  and  accessories. 

Value  of  Contract :  $14,286,250  recuperators ;  $1,722,2(6  Increased  facilities. 

Expenditures:  $2,556,333.74  recuperators  (Including  10  per  cent  of  flxed  proBt 
retained) ;  $882,244.73  Increased  facilities. 

Unexpended  balance:  $11,729.916.2«  recuperators;  $839,960.27  Increased  taclU- 
Uee. 
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CmcAOO,  Ilu  SepUmber  M,  J919. 

From :  Cannon  and  Carriage  Cuminlttee. 

To :  Chicago  Dtstrict  CUlnis  Board. 

Sabje<:t :  StalT  report  of  cannon  and  carrla^  committee  oo  claim  of  OUs  Ele- 
*ator  Co.,  New  Tork,  N.  Y.,  account  of  snqk^sion  of  War  Order  So.  CF-3S8 
covering  1030  recuperators  for  240-nun.  liowitzer  carriage,  model  191S. 
Schneider,  conq)lete  with  tools  and  a 


1.  The  claim  of  Otla  Elerator  Co..  New  Toi«.  N.  Y..  dated  September  20, 
1919,  as  compiled  and  presented  In  a  gross  amonut  of  f39O.00T.22,  applies  on 
War  Order  No.  CF-388  covering  recuperator*  for  240-miii.  howitzer  carriages, 
model  1918,  Schneider,  complete  with  tools  and  accessoriea,  manofactiirinc 
activities  on  which  were  suspended  June  24,  1919.  following  completion  of  277 
units,  in  accordance  with  inatructions  isaned  bj  the  Chief  of  Ordnance  and 
«ODflrmed  b;  suspension  request  dated  March  27,  1019. 

2.  Following  teutatlre  negotiations  dnrlng  the  latter  part  of  1917,  [ 
order  dated  December  22.  1917.  was  issued  corerlng  814  recnperators  u 
factured  on  a  cost  pins  fixed  profit  basis.  Involving  an  allotment  in  Uw  amonnt 
•og  112342.500,  ont  of  which  Sl.SOO.OOO  was  allocated  to  cover  increased  fa<^Iities, 
Including  the  reliabl Illation  of  their  so-termed  "ordnance  works"  at  Chicago, 
IIL,  the  remainder  to  cover  costs  of  manufacture  and  fixed  profit  thereon. 

3.  The  contract  dated  December  22, 1917,  was  amended  to  increase  the  number 
of  recuperatora  from  614  to  1,08&,  involving  an  additional  allotment  of  $3,093,750 
covering  costs  of  manu^cture  and  fixed  profit  on  the  additional  225  uidts 
specified.  First  supplemental  contract  dated  July  31,  1918,  providing  for  cer- 
tain "  reserTolr  cap  plates."  to  be  furnished  by  the  United  States,  and  second 
supplemental  contract  dated  October  16.  1918.  authorizing  the  exp«Hiitare  of 
^,500  from  the  previous  allotment  to  cover  the  cost  of  constmctlng  an  exten- 
(don  to  the  "  ordnance  works "  at  Chicago,  IIL  Ad  additional  alk>tmeDt  of 
472.206  was  hiter  made  to  cover  other  rehabilitation  expenses  previonsly  In- 
curred. 

4.  Initial  BCtlrtties  In  preparation  for  the  manufacture  of  recuperators  nnder 
this  contract  were  Inaugurated  in  the  early  part  of  1917,  conristlng  of  the 
development  of  various  operation  details  and  time  studies.  In  the  design  and 
construction  of  a  nnmt>er  of  special  machine  tools  under  War  Orders  Nos.  CF-3S5 
and  CF-522  at  their  BufTalo  and  Yonkers,  N.  Y.,  Harrison,  N.  J.,  and  Hamilttm. 
Ontario,  plauts,  which  were  subsequently  shipped  to  the  "  ordnance  works," 
Chicago,  III.,  for  Installation  aud  operation. 

5.  During  the  early  part  of  December,  1917,  the  work  of  rehabi  tits  ting  the 
''ordnance  works"  at  Chicago  was  commenced,  followed  by  the  installation  of 
machine  tools  and  other  manufacturing  equipment,  which  work  WfA  seriously 
Interferal  with  by  strikes  of  electricians  and  other  union  trades,  Involving 
Jurisdictional  controversies.  Manufacturing  operations  on  the  recuperators 
were  started  during  tlie  early  part  of  March,  1918,  including  fabrlcatioo  of  the 
smaller  parts  at  the  Yonkers.  N.  Y.,  plant  which  were  shipped  to  Chicago  for 
assembly  with  the  sleighs  and  other  larger  components. 

6.  In  compliance  with  Instructions  Issued  by  the  Chief  of  Ordnance  and  con- 
firmed by  Buspenston  request  dated  March  27.  1919,  the  number  of  recuperators 
to  be  completed  was  redun'd  from  1,039  to  280,  less  any  units  rejected  duriog 
final  Inspection,  as  a  result  of  which  manufacturing  operations  were  anspended 
June  24,  1919,  following  completion  of  277  units,  deliveries  being  4  In  January, 
14  in  February,  36  In  March.  67  In  April.  80  In  May.  and  76  In  June,  all  com- 
plete with  tools  and  accessories  in  accordance  with  schedules  previously  estab- 
lished. 

7.  In  as  much  as  essentially  all  expenditures  covering  indirect  fadlitlea, 
direct  and  indirect  materials,  direct  labor  and  overhi'ad  charges,  and  commit- 
ments for  materials  or  service,  have  been  p^ld  Otis  Elevator  Co.  by  voucher, 
there  reranins  but  comparatively  few  items  unpaid,  all  of  which  are  set  up 
under  "claims  for  other  comjiensatlon "  on  Finance  Form  No.  8,  together  with 
certain  other  claims  covering  additional  compensation  based  upon  the  reduction 
Id  the  number  of  recui>eratorg  delivered  In  accordance  with  suspension  request 
above  referred  to. 

vmvoBxSB  niBECT  matzslai^. 
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CLAIMS   FOB  OTHEB  C0UPEN8ATI0N. 

IS.  |a>  Five  per  cent  on  raw  nutterialt  on  hand  at  Ytmleert  and  Chicago 
■toorH. — ThlB  portton  of  clntm  presented  Id  bd  amount  of  $6^15.50  covers  com- 
pensattoii  for  services  In  procuring  certain  raw  materials  parchased  hy  Otla 
Elevator  Co.  for  the  United  States  for  use  In  the  manufacture  of  recuperators, 
based  upon  5  per  cent  of  the  purchase  cost  of  materials  on  hand  at  their  Yod- 
kers,  N,  Y.,  and  Chicago,  III.,  works,  as  n  result  of  the  reduced  number  of  units 
authorized  and  completed  In  accordance  wltb  suspension  request  dated  March 
27,  1919. 

14.  While  your  i^ommlttee  is  of  the  opinion  that  the  fixed  proDt  paid  Otis 
Elevator  Co.  for  recuperators  completed  and  delivered  compensated  tliem  for 
service  rendered  In  procuring  various  materials  entered  Into  the  completed  re- 
cuperators, and  notwithstanding  the  fact  that  the  materials  Involv^  In  this 
claim  comprise  those  wblch  were  not  fabricated  Into  completed  recuperators, 
it  is  not  considered  that  this  item  of  claim  can  be  allowed  and  your  committee 
therefore  recommends  accord  ini^ty. 

15.  lb)  Deduction*  from  Infoiceg  paid  Preito  Machine  Co.  and  E.  W.  He» 
Manufacturing  Co.  for  special  gmall  tool*,  due  to  overtime  and  failure  to  locate 
some  cost  cardi. — This  portion  of  claim  presented  in  an  amount  of  S7B7.85 
covers  a  differential  between  the  amounts  paid  Presto  Machine  CO-  and  B,  W. 
lies  MnnnfactiirinK  Co.  by  Otis  Elevator  Co.  and  amounts  which  were  originally 
approved  by  the  cost  accountant  at  Yonkers,  N.  Y.,  and  paid  Otis  Elevator  Co, 
by  vouchers.  These  deductions  were  occasioned  by  evident  failure  to  reconcile 
charges  for  overtime  and  to  locate  certain  time  cards ;  but  as  a  result  of  subse- 
quent investigation.  It  has  been  determined  that  the  charges  are  legitimate  and 
the  amount  of  $787.85  should  he  paid  Otb  Elevator  Co.  as  reimbursement  for 
deductions  previously  made. 

16.  (c)  Reimbursement  for  small  tools  furnished  in  Tonkers  prior  to  posHnf 
of  requisitions  through  stores  section. — This  portion  of  claim  presented  In  an 
amount  of  {1327.19  covers  various  Items  of  small-tool  equipment  furnished  by 
Otis  Elevator  Co.  at  their  Yonkers,  N.  Y.,  plant  and  used  In  connection  with  the 
manufacture  of  recuperator  component  parts,  and  is.>(ucd  to  the  shop  prior  to 
the  functioning  of  the  stores  nn<l  scrap  section.  In  connection  with  which  Itemn 
of  this  character  were  handle^l  on  requisitions  in  the  regular  prescribed  manner. 
The  Items  end  charges  have  lieen  Investigated  and  found  properly  ctiargeable 
against  contract,  and  your  committee  therefore  recommends  that  the  amount 
of  51,827.19  be  allowed. 

17.  (<f)  Ten  p«r  eent  oit  partly  flnisheil  and  finished  parts  made  bv  us  in 
Tonkers  and  Chicago  works  in  e^rrettt  of  277  recuperators  furnished. — This  por- 
tion of  claim  presented  In  an  amount  of  $31,606.57  covers  compensation  for 
work  e.tecuted  on  Incompleted  recuperators  in  addition  to  the  277  units  deliv- 
ered, based  upon  10  per  cent  of  the  costs  of  raw  materials,  direct  labor,  and 
overhead.  The  Items,  having  been  inventoried  ond  audited,  are  considered 
properly  payable  in  accordance  with  paragraph  G  of  "Additions!  Terms  a'  " 
fimdiUons"  attached  to  second  supplemental  contract,  dated  October  16,  1 
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and  your  committee  tberefore  Fecommeods  that  tbe  amouat  of  $31,658^  be 
allowed. 

18.  (e)  Difference  between  actual  weinU  oftd  thtorettcal  weight  bv  (k« 
Government  on  »teel  boringt  and  turning!  »old  bg  Yonkert  toork*. — This  purtlon 
of  claim  presented  in  &□  amotrnt  of  $79.95  covers  a  difFereatlal  between  the 
amounts  of  scrap  sales  to  Otis  Elevator  Co.  deducted  from  voucher  covering 
the  full  amount  of  scrap  taken  from  the  records  of  the  stores  and  scrap  section 
at  Tonkers  less  shrinkage  losses,  and  the  calcnieted  weights  of  such  scrap  fig- 
ured on  the  basis  of  6  per  cent,  shrinkage  loss  on  the  total  amount  of  turnings 
and  borings  Involved.  While  the  amount  of  this  Item  la  comparatively  small. 
It  Is  considered  that  the  5  per  cent  shrUUcage  toss  claimed  Is  excessive,  and 
with  due  regard  to  the  precedent  established  by  allowances  previously  made.  It 
is  recommended  that  2^  per  cent  be  applied  In  this  instance,  and  that  an 
amount  of  $39.B8  be  allowed. 

19.  (/)  RehabiUtution  of  recuperator  Aepartmentt  in  Yonkert  work*  for  the 
retiimption  of  elevator  tmsinets. — This  portion  of  claim  presented  in  an  amount 
of  ilS,185.M  covers  costs  previously  incurred  and  as  estimated  to  cover  tlie 
balance  of  work  to  be  completed  In  comiection  with  the  rehabilitation  of  various 
departments  at  their  Yonkers  (N.  T.)  plant,  which  were  previously  vacated  for 
the  purpose  of  installing  Government-owned  fadUtles  required  (or  the  manufao 
ture  of  recuperator  component  parts.  Following  an  audit  of  the  costs  pre- 
viously incurred,  together  with  Investigation  of  the  work  of  reliablUtatloD  yet 
to  be  accomplished,  your  committee  is  of  the  opinion  that  the  amount  of  f  16,1.85.54 
claimed  ia  properly  chaigeabie  against  the  contract,  and  accordingly  recommends 
that  It  be  allowed. 

20.  iff)  Interest  on  fundi  advanced  by  HU»  company  In  Yonkerg  and  Chi- 
eago. — This  portion  of  claim  presented  In  an  amount  of  $6,361.59  covers  interest 
charges  accruing  on  deferred  exi»enBe  bills  properly  chargeable  against  tiie 
contract,  on  which  It  was  necessary  for  Otis  Blevator  Co.  to  advance  moneys 
for  payment  of  vendors'  invoices  on  account  of  delays  In  securing  relmbuise- 
ment  from  the  United  States  on  account  of  various  reasons  and  drcumslnnces 
for  which  they  were  not  responsible.  The  various  Items  having  been  audited 
and  found  correct.  It  Is  recommended  that  the  amount  of  $6,259.70  be  allowed. 

21.  (A)  Cental  of  Chicago  teorka  bated  upon  ISO  per  recuperator  on  differ- 
ence between  1,0S9  unit*  ordered  and  277  units  fvmiilied. — This  portion  of 
claim  presented  in  an  amount  of  $38,100  covers  compensation  for  rental  of  land 
and  buildings  comprising  tbe  so-termed  "  Ordnance  works  "  at  Clilcago,  IlL,  on 
the  bads  of  $50  per  recuperator  applicable  to  the  undelivered  portion  of  contract 

22.  In  compiling  estimated  costs  of  recuperators  In  Washington,  prior  to  the 
Issuance  of  procurement  order  dated  December  22,  1917.  a  fixed  profit  of  $1,200 
per  recuperator  on  tbe  basis  of  $12,000  estimated  cost  was  tentatively  agreed 
upon.  In  connectlou  with  which  the  question  of  rental  of  the  land  and  buildings 
at  Chicago  was  discussed,  and  compensation  therefor  was  set  up  on  the  basis 
of  Increasing  tbe  fixed  profit  per  recuperator  to  $1,250.  or  equivalent  to  $50  p^ 
unit. 

23.  Figuring  from  December  1,  1917,  or  approximately  when  the  worh  of 
retiabllitating  the  Chicago  property  was  commenced,  and  on  the  basis  of  con- 
tract covering  1.039  units  to  be  delivered  In  their  entirety  on  or  before  Novem- 
ber 15,  1918.  Involves  a  total  period  of  Hi  months,  during  which  it  was  antici- 
pated that  the  Otis  Elevator  Co.  would  receive  a  sum  of  $5l,9S0  for  rental,  this- 
constitutlng  the  product  of  $50  multiplied  by  the  1,039  units  specified. 

24.  Notwithstanding  the  ftict  that  manufacturlnft  activities  continued  up  until 
the  latter  part  of  June,  1919,  Involving  a  total  period  of  19  months  figured  from 
December  1,  1917,  the  amount  claimed  excludes  the  additional  7}  months  during 
which  manufacturing  operations  were  In  vogue,  and  accordingly  It  is  considered 
that  the  basis  of  determination  and  the  amount  claimed  Is  fair  and  reasonable. 

25.  In  addition  to  the  foregoing,  your  committee  Is  of  the  opinion  tbat  the 
Uils  Elevator  Co.  Is  entitled  to  additional  compensation  for  rental  of  property 
for  the  Ktorage  of  Government-owned  equipment  and  materials  during  the 
months  of  July,  August,  September,  and  October,  1919,  covering  period  of 
claims  adjustment  as  In  accordance  with  article  10  of  contract,  which  on  the 
basis  of  cost  valuation  of  $538,000  at  the  rate  of  10  per  cent  per  annum  figures 
$4,483.33  plus  per  month,  or  a  total  of  $17,933.32  for  the  four  months  In  ques- 
tion, which,  added  to  $38,100  claimed,  totals  $56,033.32,  which  Is  recommended 
be  allowed. 

26.  (1)  Storage  charge  on  Oovemment  toolt  and  material  remaining  in  Yon- 
kerg  loorkt.—Thls  portion  of  claim  presented  in  nn  amount  of  $2,215.55  covers 
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etormge  chargeB  on  OoverameDt-owned  equlpmeDt  and  tnaterlala  at  the  Yoakers, 
N.  Y.,  plant  during  the  months  of  May,  JuDe,  July,  and  Ansust,  1919.  Tbese 
cbarges  bave  been  Investigated  and  audited,  and  your  committee  recommends 
tbat  tbe  amount  of  $2,210.55  be  allowed. 

27.  (j)  Work-tetting  gauge»  for  52  No.  S  machinet  t^rniiked  on  B-iOO,  be- 
ing eight  in  exce»»  of  approval  order  le»a  eight  centering  drili  jig».~^b\a  por- 
tion of  claim  presented  in  an  amount  of  11,647.68  covers  eight  work-setting 
gaoges  less  centerlog  drill  Jigs  furnished  for  the  52  ffo.  5  horizontal  boring- 
mlUs  fabricated  on  war  order  CF-3S5,  in  excess  of  the  specifications  of  approved 
purdiase  order  R-200.  These  gauges  were  required  and  used  in  connection, 
with  contract,  and  the  amount  claimed  having  been  audited  and  found  correct, 
your  committee  recommends  that  tbe  amount  of  $1,547.68  be  allowed. 

28.  (fc)  Expense  moving  ordnancP'tcorkt  employcet  to  point  of  ahipment 
eitimated  on  moving  expentea  to  Chicago  originally  paid  by  United  States  Gov- 
emmtnt. — This  portion  of  claim  presented  In  an  amount  of  22,326.11  covers  Uie- 
estimated  expense  of  moi-ing  various  deparmentat  heeda  of  Otis  Elevator  Co, 
from  Chicago  back  to  their  respective  stations  tn  the  OUs  organization.  It  hav- 
ing been  agreed  during  the  eary  negotiations  prior  to  the  commencemet  ot 
activities  on  contract  that  the  expense  of  transferring  these  men  to  Chicago,. 
III.,  would  be  allowed  as  proper  Items  to  charge  against  the  contract  Such 
being  the  case.  It  is  no  more  than  reasonable  to  consider  that  the  expense  of  re- 
turning these  employees  to  their  former  stations  Is  also  properly  chargeable 
against  contract,  and  your  committee  accordingly  recommends  that  the  amount 
of  $^,326.11  be  approved. 

29.  (i)  Restaurant  lost  being  difference  between  expenditures  and  receipts 
by  this  company  in  maintaining  rettatirant  tubieguent  to  March  1,  1919. — ^Thls 
portion  of  claim  presented  in  an  amount  of  fl94,87  represents  actual  loss  in- 
curred In  the  operation  and  maintaining  of  the  restaurant  for  the  ordnance- 
works  employees  at  Chicago,  III.,  In  connection  with  completion  of  contract,  anrt 
following  audit  of  the  amount  claimed  your  committee  recommends  that  this 
Item  charged  In  the  amount  of  $194.87  he  allowed. 

30.  (m)  Premium  on  Fidelity  bonds  for  assistant  auditor  arid  cashier  not 
tummarixed  by  Oovemment  accountants. — This  portion  of  claim  presented  In, 
an  amount  of  $75  covers  premium  on  fidelity  bonds  of  assistant  auditor  and 
cashier  at  ordnance  works,  Chicago,  111.,  covering  latter  period  of  contract  ter- 
minating September  80,  IBIB,  which  expense,  while  properly  chargeable  a^lnst 
contract,  was  disallowed  for  payment  by  voucher,  la  recommended  by  your  com- 
mittee as  an  allowable  Item  of  claim. 

SI.  (»)  Salary  of  oMMuntant  (Misi  Farrell).  ttoo  weeks  allowed  as  vaca- 
tion.— This  portion  of  claim  presented  In  an  amount  of  $50  covers  salary  paldi 
to  one  of  the  accountants  at  ordnance  works,  Chicngo,  111.,  during  a  two-weeks'" 
vacation  period,  which,  being  In  accordance  with  Uie  regulations  of  office  em- 
ployees at  the  ordnance  works,  appears  to  l)e  properly  chargeable  againBt  con- 
tract, and  your  committee  accordingly  recommends  that  the  amount  in  questloib 
be  allowed. 

32.  (o)  Shipping  charges  on  material  returned  to  Michigan  Smelting  d  Rt- 
ftninff  Co.  account  of  change  J«  composition  for  which  uendor  was  not  respond 
*iblc.— This  portion  of  claim  presented  In  an  amount  of  $.Vi.04  cavers  trans- 
portation charges  on  certain  bronze  castings  constituting  component  materials, 
purchased  for  use  on  contract,  which  were  returned  to  Michigan  Semlting  ft 
Refining  Co.,  Detroit.  Mich.,  for  credit  on  account  of  change  In  chemical  com- 
position. Inter  prescribed  by  the  Ordnance  Department  through  Waiertown 
Arsenal,  who  exercised  Jurisdiction  in  all  engtneerlng  matters  pertaining  to 
the  manufacture  of  these  recuperators.  This  item  having  been  audited  Is- 
clearly  chargeable  against  contract,  and  your  committee  recommends  that  the- 
amount  claimed  be  allowed. 

33.  (p)  Ten  per  cent  on  saving  beticeen  estimated  cost  and  actual  coat  on 
tn  recuperators  produced. — This  portion  of  claim  presented  In  an  amount  of 
$98,322.87  covers  compensation  for  so-termed  "  efficiency "  In  having  manu- 
factured 277  recuperators  delivered  on  contract  at  less  than  original  estimated 
cost,  based  upon  10  pw  cent  of  the  difference  between  such  estimated  and  the- 
actnal  costs. 

84.  Notwithstanding  tbe  fact  tbat  In  the  opinion  of  your  committee  the  27T 
recuperators  were  economically  produced,  taking  Into  consideration  the  time 
necessarily  Involved  In  the  development  of  facilities  and  various  process  de- 
tails required  to  establish  their  manufacture  on  a  production  basis,  the  origlnat 
estimated  cost  figure  was  not  established  on  precedent  but  made  sufficiently- 
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liberal  to  cover  all  possible  condngendeB,  ao  tbat  It  appeara  dlfficolt  to  deter- 
mine a  nominal  cost  figure. 

35.  In  consideration  of  the  tore^lng,  and  from  the  fact  tliat  the  contract 
-contAlns  no  provisions  for  payments  on  completed  recupemtore  otber  than  the 
fixed  profit  specified,  your  committee  recommends  that  this  item  of  claim  be 
disallowed. 

86.  (9)  Ten  per  cent  on  vnamortised  portion  of  oo*t  of  ttandard  moehfna 
fools,  special  and  tingle-purpoie  tooU;  also  special  fig*,  fixture*,  and  small 
toott  purchased  on  outside. — This  portion  of  Claim,  presented  In  an  amount  of 
^94,7(XI.99,  covers  compensation  for  servlrie  In  designing,  procuring,  anil  assem- 
bling  the  various  manufacturing  facilities  required  for  the  execution  of  con- 
tract, which  Item  of  claim  appears  to  Justll^  consldenitloa  on  the  basis  of 
•contract  suspension. 

37.  In  the  consideration  of  a  claims  Item  of  this  character,  your  committee 
Is  of  the  opinion  that  in  this  or  similar  cases  where  contracU  have  been  sus- 
pended prior  to  completion,  contractors  are  entitled  to  compensation  for  their 
services  In  procuring  and  aBsembUng  facilities  specially  provided  for  such 
contracts,  based  upon  ttie  Inability  of  recouping,  either  wholly  or  In  pert, 

-according  to  the  percentage  of  Incompletlon,  the  full  amount  of  such  compen- 
sation as  representative  of  that  portion  of  profits  as  would  logically  be  appor- 
tlon&ble  over  deliveries  on  the  entire  contracts, 

38.  In  this  connection  It  Is  assumed  that  the  fixed  profit  of  11.250  per  com- 
pleted recuperator  as  specified  In  contract,  was  Int^ided  to  compensate  Otis 
Elevator  Co.  for  their  services  In  procuring  and  assembling  (adlltles  and  ma- 
terials required  for  the  execution  of  contract,  rental  allowances  on  land  and 
"buildings  at  Chicago,  Til.,  development  of  process  details,  building  np  of  organi- 
-zatlon.  and  the  manufacture  of  1.039  recuperators.  It  Is  furthermore  assumed 
that  the  total  profits  derived,  had  the  contract  been  completed,  would  have 
been  apportlonable  over  ti\f  vsrlous  aforementioned  elements,  but  lu  considera- 
tion of  a  reduction  Id  the  number  of  recuperators  delivered,  certain  elements  of 
services  rendered  under  contract  can  not  Iw  considered  fully  compensated  for. 

39.  On  the  basis  of  the  foregoing.  It  Is  the  opinion  of  your  committee  that 
the  10  per  cent  basis  claimed  as  compensation  for  procuring  and  assembling 
facilities  Is  fair  and  lust,  substantiated  by  that  portion  of  paragraph  O  of 
'"AdditionsI  terms  and  conditions"  attached  to  second  supplemental  contract, 
dated  Octotter  16,  IDIS,  specifying  "  to  the  above  may  be  adde<l  such  sums  as 
the  Chief  of  Ordnance  may  deem  necessary  to  fairly  and  justly  compensate 
the  contractor  for  work.  Inbor.  and  service  rendered  under  this  contract,"  as 
a  result  of  which  your  committee  recommends  that  10  per  cent  of  the  gross 
amount  of  purchase  lesn  27  per  cent  amortization,  equivalent  to  a  net  amount 
of  $94,709.90.  be  allowed  on  this  Item  of  clnlm. 

40.  (r)  Addilional  rompenxation  for  special  machine  tools  manntactwed  on 
CFSSS.  CF-5S2.  R-226S,  and  RSiOO  for  use  in  the  production  of  recHperntora 

-on  CF-38S. — This  portion  of  claim  presented  In  an  amount  of  $84,149  covers 
additional  compensation  for  the  special  machine  tools  used  In  the  manufacture 
of  recuperators,  which  were  furnished  on  contracts  applicable  to  war  orders 
Kos.  CF-SSIi  and  CF-522,  and  Otis  Elevator  Co.'s  purchase  orders  Nos.  R-2263 
and  R-3400  on  account  of  contract  applicable  to  war  order  No.  Cr~3SS,  baaed 
upon  the  contention  that  these  machine  tools  were  originally  quoted  at  consid- 
erably lower  than  prevnlllng  market  prices  for  the  ostensible  purpose  of 
promptly  securing  authority  to  proceed  with  their  deRign  and  manufacture  In 
the  absence  of  competitive  bids.  It  being  pointed  out  that  the  contractor's  will- 
ingness In  so  doing  was  in  consideration  of  the  profits  anticipated  from  deliv- 
eries of  the  814  recuperators  originally  contracted  for,  whereas  by  reason  of 
the  reduction  In  the  number  of  units  delivered  such  profits  were  materially 

■decreased. 

41.  The  amount  of  $84,140  claimed  is  made  up  on  the  basis  of  prices  which 
It  Is  estimated  would  have  been  charged  by  other  manufacturers  for  the  ma- 
ehlne  tools  In  question,  from  which  has  been  deducted  the  prices  paid  therefor 
by  the  United  States,  the  difference  being  amortized  27  per  cent,  which  repre- 
8«.-nta  the  percentage  of  recuperators  delivered  on  contract  applicable  to  war 
order  No.  CF-388.  While  your  committee  did  not  feel  justified  In  favorably 
considering  this  Item  of  claim  as  presented  on  account  of  arbitary  price  values 
liavlng  been  employed  as  above  recited,  Inasmuch  as  it  was  stated  that  the  prices 
paid  by  the  United  States  for  these  machine  tools  totaled  but  approximately 
10  per  cent  above  factory  cost  excluding  administrative  overhead,  Otis  Eleva- 
tor Co.  were  requested  to  submit  a  statement  of  costs  tor  the  purpose  of  deter- 
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mining  what  percentage  of  net  profit  was  actually  derlTcd  in  the  manufitctare- 
of  the  tools. 

42.  From  tbe  statement  of  costa  Bubmlted  It  was  ascertained  that  tUe  total 
cost  ot  these  machine  tools  (less  motors  and  control  equipment  which  are  esduded 
trom  claim),  Including  administrative  overhead,  was  $632,606.26,  whereas  the- 
total  amount  paid  by  the  United  States  therefor  beinf;  S711,265,  the  net  profit 
figures  approximately  14  per  cent,  which  appears  fair  and  equitable  in  consldera* 
tion  ot  which  your  committee  recommends  that  this  item  of  claim  be  disallowed. 

43.  (*)  Amovnt  ot  corryjnfr  charirea  on  Chicago  plant  to  date  of  completion  of 
aU  work  eatimated  November  1.  1919. — ^Thls  portion  of  claim  presented  In  an 
Amount  of  $6,561.23  covers  yarious  fixed  charges  applicable  to  the  "  Ordnance- 
Works  "  plant  at  Chicago,  111.,  which  neither  have  been  or  will  be  voucbered  in 
the  r^ular  manner,  a  certain  number  of  which  having  been  preriously  Incurred 
and  paid  by  Otis  Elevator  Co.,  whereas  the  remainder  have  been  estimated  on 
the  basis  of  current  expenses  up  to  November  1.  191B.  the  date  on  which  it  is^ 
conservatively  figured  that  all  Government-owned  equipment  and  materials  wllH 
hnve  been  removed  from  the  property.  All  Items  having  been  Investigated  and. 
audited  and  found  properly  chargeable  against  the  contract,  account  of  suS' 
pension,  your  committee  recommends  thnt  the  amount  of  $5,452,28  be  allowed. 

44.  (t)  Trateline  expenget  of  M.  H.  ChrUtopherion  and  F.  P.  Hamon,  Chicago- 
to  Yemkerg  and  New  York,  account  claim  CF-S8S, — This  portion  of  claim  pre- 
sented in  an  amount  of  $192.69  covers  traveling  expenses 'of  M.  H.  Christopher- 
son,  manager,  and  F.  P.  Hamon,  auditor  of  the  "  ordnance  works  "  plant  from 
Chicsgo  to  Yonkers  and  New  York,  and  return,  occasioned  by  the  requlrements-- 
of  claims  Investigation  and  preparation,  and  being  considered  a  proper  charge 
against  contract  account  of  suspension,  your  committee  recommends  that  tbe- 
amount  of  $192.69  be  allowed. 

45.  Additional  expente  itemt  tvbmitted  following  pre*entation  of  rfoitn. — 
In  letter  dated  September  23.  1919,  to  Chicago  district  claims  board,  Otis  Elevai- 
tor  Co.  submitted  several  additional  expense  items  which  developed  following 
formulation  and  presentation  of  claim,  and  which  obviously  were  not  Included 
therein,  these  Items  comprising  expense  previously  paid  and  not  vouchered, 
together  with  an  addttlonet  storage  charge,  and  estimated  Item  of  expense  to  be 
Incurred  in  connection  with  the  removal  of  government-owned  equipment  and 
materials  from  their  "  ordnance  works  "  plant.  Chicago,  III. 

46.  The  first  Item  appearing  In  letter  above  referred  to  In  an  amount  of  $194.7(f 
comprises  the  actnal  labor  cost  of  "  slushing  "  a  number  of  Oovemment-owned 
machine  tools  preparatory  to  consignment  to  Watertown  and  Frankford  Arsenals- 
as  In  accordance  with  shipping  orders  received  through  the  Inspector  of  ordnance 
establishments,  Washington,  D.  C.  This  work,  which  should  have  been  executed 
by  the  Chicago  district  salvage  board,  was  authorized  by  the  Army  Inspector  of 
ordnance  at  the  "  ordnance  works  "  plant  lor  the  purpose  of  protecting  the  equip- 
ment against  undue  exposure  to  moisture. 

47.  The  second  item  appearing  in  an  amount  of  $621.47  covers  the  cost  of  elec- 
tric cnrrent  consumed  at  the  "  ordnance  works  "  from  July  12, 1919,  to  September 
10. 1919,  for  various  power  and  lighting  requirements,  exclusive  of  cnrrent  used 
to  operate  traveling  cranes,  wtilcb  was  charged  through  the  Chicago  district 
salvage  Iward  to  the  local  contractor  employed  In  removing  the  Oovemment- 
owned  equipment  and  materials  from  plant.  The  third  item  appearing  in  on- 
amount  of  $200  covers  the  estlmnted  coat  of  removing  broken  concrete  and  mb- 
blah  from  the  "  ordnance  works "  plant,  as  will  be  Incurred  after  all  Govern- 
ment-owned equipment  snd  miiterliils  have  been  removed  In  their  entirety. 

48.  The  fourth  Item  appearing  In  an  amount  of  $336.94  covers  an  addltlonar 
storage  charge  for  September,  1019,  on  a  certain  amount  of  floor  area  at  their 
Yonkers,  N.  Y.,  plant  occupied  by  Government-owned  equipment  and  materials, 
whereas  the  fifth  Item  In  an  amount  of  $128.61  covers  actual  shipping  ezx»enses- 
incurred  In  connection  wltti  the  consignment  of  Government-owned  materials  to 
Watertown  Arsenal  and  Erie  Proving  Ground,  as  In  accordance  with  shipping 
order  Issued  by  the  field  Nervlce,  Washington,  D.  C.  All  these  additional  items,, 
aggr^ntlng  $1,441.72,  having  been  Investigated  and  audited,  appear  valid  and 
equitable,  and  your  committee  recommends  that  they  be  allowed. 

CLASSIFICATION  OF  DEDUCTIONS. 

49.  There  are  In  evidence  no  claims  of  the  United  Slates  against  Otis  Elevator 
Co.  arising  out  of  or  Incident  to  contract  applicable  to  War  Order  No.  CF-388, 
or  for  War  Credits  Board  loans  In  connection  therewith.    Furthermore,  no  Guv- 
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«nmieiit-owiied  acrap  from  worked  materl&Is  or  property  was  retained  by  Otis 
Elevator  Co.  la  settlement  of  this  claim.  The  amount  of  $47,862.10,  representing 
the  fair  value  ol  pnqierty  transferred  to  Otis  Elevator  Co.,  has  been  dedoctad 
from  the  sroes  amount  of  claim  recommoided,  which  covers  the  following  gen- 
eral Items  as  previously  approved  by  a  r^resentatlve  of  the  Chicago  district 
salvage  board. 
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Sff.  The  allon-anceFi  made  on  all  Items  with  the  exception  of  the  "  Chicago 
plant  (ordnance  works)  Improvements"  were  approved  on  the  basis  that  such 
allowances  were  considered  commensurate  with  the  sound  value  of  the  equip- 
ment and  materials  In  question,  taking  into  account  their  present  condition 
and  prevailing  market  prices.  The  two  Nilea  planers  oa  which  an  allowance 
equivalent  to  37.2  per  cent  of  cost  was  made,  were  originally  the  property  of 
the  Otis  Elevator  Co.  at  their  Buffalo  (N.  Y.)  plant,  and  later  rebuilt  to  spe- 
cially meet  the  requirements  of  recuperators  manufacture,  equipped  with  new 
motors  and  control  equipment,  and  furnished  the  United  States  on  war  order 
No.  CF-S86.  The  allowance  made  excludes  the  electrical  equipment  which  Is 
not  adapted  to  the  required  current  characteristics  at  Buffalo,  where  the 
planers  are  contemplated  for  future  operation,  and  the  cost  c*  converting  the 
planers  back  to  their  original  arrangement, 

51.  The  comparative  small  allowance  of  $15,000  made  on  the  "  Chicago  plant 
^ordnance  works)  Improvements"  costing  $185,057.34,  was  approved  on  the 
basis  of  the  fact  that  a  major  portion  of  the  original  cost  was  Incurred  by 
repairs  and  alterations  to  buildings  which  are  conceded  to  be  of  no  tangible 
value  to  Otis  Elevator  Co.  in  consideration  of  the  present  prospectus  of  either 
the  use,  rental,  or  sale  of  these  buildings  fur  manufacturing  purpoaes,  and  tor 
the  reason  that  were  the  United  States  called  upon  to  restore  the  property  to 
the  condition  existing  prior  to  preparatory  operations  on  this  contract  In  ac- 
cordance with  addendum  to  Article  IV,  paragraph  7  thereof,  It  Is  estimated 
that  the  cost  of  restoration  would  exceed  the  maximum  amoont  of  salvage 
which  could  be  derived. 

coHOLuaioHS. 

52.  As  a  result  of  thorough  Investigation  of  this  claim  as  presented,  based 
apon  the  conclusions  set  forth  In  the  foregoing  paragraphs  of  this  staff  report, 
your  committee  recommends  a  gross  award  of  $223,063.08,  less  $47,862.10  sal- 
vage offer,  or  a  net  of  $175,200.93  to  Otis  Elevator  Co.,  as  settlement  In  full  of 
their  claim  arising  out  of  contract  applicable  to  war  order  No.  CF-SSS. 

L.  M,  Gl&kk. 
lAevtenant  Colonet,  Ordnance  Department.  VnUed  State*  Artnv, 

Chairman,  Bpeoial  Committee,  Otit  Elevator  Co.'*  Claim*. 

W.  S.  ROBIHSOR, 

Chairman,  Cannon  and  Carriage  Committee. 


u.  You  spoke  of  some  moneys  that  were  spent  on  ac- 
■  matters  m  connection  with  those  three  claims,  or  three 
;,he  Washington  office;  what  were  those  amounts,  Mr. 
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Mr.  CHaybb.  By  the  Washington  office? 

Mr.  Graham.  Yes. 

Mr.  O'Hayer.  The  total  expenditure  of  $3,898,000  is  what  it  is. 
I  do  not  include  the  two  Yonkers  items  in  here. 

Mr.  Graham.  Now,  in  the  final  settlements  the  company  took  all 
the  special  facilities,  did  it,  or  do  you  know  about  that! 

Mr.  O'Hater.  I  do  not  know  about  that.  I  understand  the  ma- 
chines have  gone  to  Watertown  Arsenal.    I  do  not  know. 

Mr.  Graham.  I  want  to  ask  you  about  an  item  in  the  settlement 
that  appears  relative  to  the  Chicago  plant.  It  seems  that  the  com- 
pany spent  $166,057.34  in  improving  the  Chicago  plant. 

Mr.  D'Hatek.  In  improving  the  ttiree  different  plants ;  three  dif- 
ferent buildings. 

Mr.  Graham.  What  did  they  doj  now? 

Mr.  O'Hatbr.  Well,  there  is  an  item  for  roofs  and  masonry  work, 
and  carpenter  work,  an'd  plumbing,  and  sewage-disposal  system. 

Mr.  Graham.  What  were  they  using  these  plants  for  before? 

Mr.  O'Hatbr.  I  believe  they  were  abandoned,  so  far  as  I  can  un- 
derstand; I  do  not  believe  tney  were  working  there  for  the  last 
three  or  four  years. 

Mr.  Graham.  Was  there  anything  in  them? 

Mr.  O'Hateh.  Hardly  anything;  only  the  walls. 

Mr.  Graham.  Where  were  the  buildings  located? 

Mr.  O'Hater.  I  believe  they  were  doing  their  heavy  work  in 
Yonkers  and  at  Quincy,  111. 

Mr.  Graham.  Where  were  those  buildings  located? 

Mr.  O'Hater.  At  Fifteenth  and  Laflin. 

Mr.  Graham.  As  a  matter  of  fact,  the  company  had  abandoned 
these  buildings  and  ceased  manufacturing  there? 

Mr.  CHater.  In  Chicago ;  yes,  sir. 

Mr.  Graham,  You  don't  know  how  long  since  they  had  been  used? 

Mr.  O'Hater.  I  think  about  four  years ;  I  am  not  sure. 

Mr.  Graham.  Who  got  them  to  rehabilitete  those  plants? 

Mr.  O'Hater.  I  understand  in  the  making  of  the  plan  at  Wash- 
ington, Mr.  Christoferson — to  use  the  buildings  in  the  manufacture 
of  those  guns. 

Mr.  Graham,  They  had  nothing  to  manufacture  with,  had  they? 

Mr.  O'Hater.  They  had  to  clean  them  out  and  put  in  cement  floors 
all  the  way  through. 

Mr.  Graham.  When  did  they  get  that  work  done — cleaning  up  that 
old  building? 

Mr.  O'Hater.  It  continued  up  until  June  or  July,  the  old  build- 
ings. 

Mr.  Graham.  In  19J8? 

Mr.  O'Hater.  In  1918. 

Mr.  Graham.  And  it  was  necessary  to  get  that  done  before  they 
commenced  ? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Graham,  The  walls  were  put  in  shape? 

Mr.  O'Hater.  Yes,  sir;  and  all  the  glazing  in  the  buildings. 

Mr.  Graham.  And  had  to  be  done  under  unusual  conditions,  I 
suppose? 

Mr.  O'Hayer.  Yes,  sir. 

Mr.  Graham.  And  the  floors? 
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Mr.  O'Haybb.  Yes,  sir;  cement  floors. 

Mr.  Grahah.  And  had  to  wire  it  and  put  in  electric  fixtures^ 

Mr.  CHatbb.  Yes,  sir. 

Mr.  Graham.  Was  there  a  power  plant  there  1 

Mr,  O'Hayeh.  No,  sir. 

Mr.  Graham.  Did  the  Government  put  one  in,  or  use  electric 
power  1 

Mr.  O'Hayeb.  Electric  power  entirely. 

Mr.  Graham.  And  they  fixed  that  up  to  make  recuperators? 

Mr.  O'Hateb.  Yes,  sir. 

Mr.  Graham.  Did  they  use  that? 

Mr.  O'Hayeh.  Yes,  sir;  and  one  for  a  commissary  and  a  restaurant. 

Mr.  Graham.  Were  they  brick  walls} 

Mr.  O'Hateh.  Yes,  sir. 

Mr.  Graham.  Have  you  seen  them  lately! 

Mr.  O'Hateh.  Yes,  sir, 

Mr.  Graham.  Are  they  in  good  shape! 

Mr.  O'Hayer.  Yes,  sir;  in  good  shape. 

Mr.  Graham.  What  is  the  company  using  them  for? 

Mr.  O'Hayer.  They  are  getting  ready  to  depart  again,  I  guess. 

Mr.  Graham.  You  mean  to  abandon  uem  again? 

Mr.  O'Hayeh.  That  is  what  they  said;  I  haven't  any  further  infor- 
mation on  it  ? 

Mr.  Graham.  When  did  they  get  done  with  the  work? 

Mr.  O'Hayer.  The  24th  of  June  they  quit. 

Mr.  Graham.  Have  they  been  delivered  ? 

Mr.  O'Hayer.  Two  hundred  and  twenty-seven  have  been  delivered. 

Mr.  Graham.  Has  the  material  gone  out  of  the  place? 

Mr.  O'Hayer.  No;  the  storekeeper  has  indirect  material  in  his 
care  there,  and  the  direct  material. 

Mr.  Graham.  I  observe  that  in  making  this  settlement  the  com- 
pany only  gave  $15,000  for  those  buildings? 

Mr.  O'Hayeh.  So  I  understand. 

Mr.  Graham.  Well,  is  this  factory  building  located  in  a  place 
where  it  can  be  used  for  ordinary  manufacturing  purposes? 

Mr.  O'Hayer,  Yes,  sir;  it  is  a  very  desirable  location  for  heavy 
machine  manufacturing. 

Mr.  Graham.  Well,  why;  I  am  curious  to  know  why  any  company 
that  owns  a  plant  in  good  shape  all  rehabilitated  in  tlutt  locality 
should  abandon  it. 

Mr.  O'Hayer.  That  I  could  not  say.  That  is  a  matter,  I  think, 
of  labor  difficulties  here  in  Chicago,  made  them  abandon  the  Chicago 
plant.    That  has  been  given  to  me  as  the  reason. 

Mr.  Graham.  You  used  to  be  a  real  estate  man? 

Mr.  O'Hayer.  Yes,  sir. 

Mr.  Graham.  Do  you  think  that  plant  would  be  saleable? 

Mr.  O'Hateb.  Yes,  sir, 

Mr.  Graham.  What  do  you  think  it  would  be  worth  if  that  plant 
was  put  tin  the  market  to-day? 

Mr.  O'Hayer.  The  building? 

Mr.  Graham.  The  plant  there? 

Mr.  O'Hateh.  The  two  buildings  left? 

Mr.  Graham,  Yes. 

Mr.  O'Hayer.  I  think  it  would  be  capitalized  on  a  $700,000  basis. 

Mr,  Graham,  Do  you  think  it  could  be  marketed  for  that  ? 
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Mr.  O'Hater.  At  least  I  think  so;  yes,  sir. 

Mr.  Graham.  When  the  Government  took  it  over,  what  do  yow 
thing  it  was  worth  then! 

Mr.  O'Hater.  That  I  could  not  venture  to  say,  because  it  has  been 
in  the  course  of  decay  four  or  five  years,  abandoned  entirely,  and 
the  depreciation  takes  a  higher  rate  very  naturally. 

Mr.  Graham.  Is  there  a  railroad  into  the  plant? 

Mr.  O'Hayer.  Not  into  the  plant,  but  they  have  a  temporary  track 
installed  to  get  out  as  far  as  the  loading  platform. 

Mr.  Graham.  Connects  with  what  road ! 

Mr.  O'Hater.  Into  the  building  to  put  in  the  recuperators. 

Mr.  Graham.  So  the:^  can  get  into  the  building? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Graham.  I  don't  know  just  where  that  location  is;  is  it  on 
the  river! 

Mr.  O'Hater.  No,  sir;  on  the  railroad  track  on  the  southwest 
side — the  near  southwest  side. 

Mr.  Graham.  Any  other  factories  in  that  locality! 

Mr.  O'Hayer.  Well,  quite  a  few  of  them  in  there;  yes,  sir. 

Mr.  Graham.  Accessiole  to  the  river,  is  it! 

Mr.  O'HArER.  Not  to  the  river;  to  the  railroad. 

Mr.  Graham.  Do  you  want  to  ask  him  anything,  Mr.  Jefferis! 

Mr.  Jefferib.  Mr.  O'Hayer,  as  I  understand,  your  first  statement 
is  the  total  cost  of  money  expended  by  the  Government  on  contract 
388  is  $2,960,242;  that  was  erroneous! 

Mr.  O'Hater.  Yes,  sir;  the  real  figure  being  $3,968,479.98. 

Mr.  Jefferis.  Now,  that  three  million  nine  hundred  and  sixty- 
eight  thousand  odd  dollars  was  made  up  of  direct  labor  expended 
by  the  Otis  Elevator  Co.  at  Chicago 

Mr.  O'Hater  (interposing).  Chicago  and  Yonkers, 

Mr,  Jefferis,  And  Yonkers— to  the  amount  of 

Mr.  O'Hater  (interposing).  $562,877.23. 

Mr.  Jefferis.  And  the  item  of  overhead  and  what  other! 

Mr.  O'Hater.  Overhead  and  indirect  material. 

Mr.  Jefferis.  Nine  hundred  and  twenty-six  thousand  and  some 
dollars! 

Mr.  O'Hater.  $926,363.30. 

Mr.  Jefferis.  Now,  what  is  included  in  indirect  material? 

Mr,  O'Hater,  That  is  indirect  labor  and  all  overhead  expenses;  all 
indirect  labor  and  indirect  material  and  overhead  expenses. 

Mr.  Jefferis.  What  do  you  mean  by  overhead ! 

Mr.  O'Hater.  All  supplies  of  every  nature  that  does  not  ga 
directly  into  the  recuperator  itself. 

Mr.  Jefferis.  Now,  I  notice  the  next  item  of  direct  material  used; 
does  that  mean  at  Yonkers  and  also  at  Chicago! 

Mr.  O'Hater.  Yonkers  and  Chicago,  $973,573.03. 

Mr.  Jefferis.  Now,  that  was  the  material  that  went  into  th© 
recuperators! 

Mr.  O'Hayer,  The  recuperator  itself  and  the  recuperator  com- 
ponent parts. 

Mr.  Jefferis.  And  then  I  notice  the  next  item  would  be  adminis- 
trative and  what! 

Mr.  O'Hater.  And  general  expense, 
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Mr.  Jeffuus.  $221^67.911 

Mr.  O'Hatbr.  $221,867.91. 

Mr.  JepFEBis.  What  would  be  included  in  administrative  expease? 

Mr.  O'Hatbs.  Officers'  salaries  and  supplies  and  stuff  of  tlut  na- 
ture, and  the  rental  charge  and  different  charges  that  could  not  be 
allocated  to  overhead  expense. 

Mr.  Jefferis.  Then  in  increased  facilities  that  went  into  the  Chi- 
caeo  w'as  this  item  of  $882,398.37 1 
■  Mr.  O'Hater.  Yes,  sir. 

Mr.  Jefferis.  And  then  you  got  facilities  for  the  Yonkers  plant. 
is  that  it,  to  the  amount  of  $546,000? 

Mr.  O  Hayeb.  No ;  they  are  included  in  this. 

Mr.  Jefferis.  In  what  i 

Mr.  O'Hater.  In  this  $882,000,  the  Yonkers  facilities,  we  paid 
the  facilities  here  for  the  rehabilitating  of  that  there. 

Mr.  Jefferis.  That  will  change  your  figures  again. 

Mr.  O'Hater.  The  fii^  figures  I  gave  you  were  the  totals;  the 
figures  expended  $2,962,482.82,  the  total  amount  in  Chicago. 

Mr.  Jeffekis,  But  there  were  on  these  contracts  for  increased  fadH- 
ties  $546,076;  $202,130;  $882,289.37  for  increased  facilities? 

Mr.  O'Hayee.  They  were;  but  they  were  not  all  expended  on  this 
plant  here  in  Chicago. 

Mr.  Jefferis.  But,  ns  you  understand  it,  the  increased  facilities  of 
all  three  plants  have  been  settled  in  this  settlement  that  is  being  made. 

Mr.  O'Hayer.  I  have  not  understood  the  settlement  at  all. 

Mr.  Jefferis.  So,  as  a  matter  of  fact,  in  the  Chicago  plant  we  have 
facilities  that  were  paid  for  by  the  Chicago  office  to  the  amount  of 
^882,389.37? 

Mr.  O'Hater.  That  is  right. 

Mr.  Jefferis.  And  also  increased  facilities  that  were  shipped  here 
from  other  Otis  elevator  pknts  to  the  value  of  and  amount  oi  $546^5 
from  Yonkers  plant  and  $202,130  from  somewhere  else? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Jefferis.  So  that  the  increased  facilities  that  were  installed  in 
the  Chicago  plant  really  cost  the  Government  a  total  of  $546,075  pins 
$202,130  plus  $882,389.30.    Is  that  your  understanding? 

Mr.  O'Hater.  $180,782  of  those  mcreased  facilities  was  installed  at 
Yonkers. 

Mr.  Jefferis.  Then  $180,000  out  of  the  three  items  I  have  just 
given  you  was  installed  at  Yonkers? 

Mr.  O'Hater.  Were  installed  at  Yonkers. 

Mr.  Jefferis.  And  the  rest  of  it  installed  at  Chicago? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Jeifebis.  And  those  increased  facilities,  outside  of  the  $165,000 
that  was  expended  on  the  buildings,  was  expanded  in  machinery! 

Mr.  O'Hater.  In  machinery;  yes,  sir. 

Mr.  Jefferis.  What  kind  of  machinery! 

Mr.  O'Hater.  Well,  it  is  all,  as  I  understand  it,  pretiy  nearly  all 
special  machinery,  with  the  exception  of  some  big  IngersoU  milling 
machines  that  can  be  used  for  commercial  purposes. 

Mr.  Jefferis.  Well,  can  you  tell  what  this  machinery  consisted  of? 

Mr.  O'Hayer.  I  have  a  list  of  it ;  but  I  am  not  familiar  with  the 
machinery. 

Mr.  Jefferis.  Can  you  give  us  a  general  idea? 
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Mr.  O'Hater.  Lathes  and  drilling  and  boring  machines  and  reSre 
testing  machines  and  lapping  machines. 

Mr.  Jepferis.  Is  that  machinery  located  at  the  present  time  in  this 
Chicago  factory? 

Mr.  O'Hater.  Xo;  I  think  most  of  it  is  not.  I  believe  the  entire 
machinery  has  been  taken  out  of  the  plant  now,  with  the  exception 
of  a  couple  of  machines  that  the  Otis  people  purchased. 

Mr.  Jeftebis.  Can  you  tell  us  or  give  as  any  real  li^t  on  how  much 
has  been  sent  to  the  Watertown  Arsenal  f 

Mr.  O'Hayeb.  That  I  could  not  tell  you.  The  insi>ection  division 
could  t«ll  that. 

Mr.  Jefferis.  Now.  you  spoke  of  some  direct  material  being  on 
hand  here  at  Chicago.   What  does  that  consist  of  f 

Mr.  O'Hateb.  It  is  sinne  material  accumulated  from  time  to  time 
to  the  amount  of  $110,000. 

Mr.  Jeffebis.  You  mean  by  the  cost — the  value  i 

Mr.  O'Hater.  Yes;  the  value  of  $110,000.  That  is  in  addition  to 
the  parts  of  277  recuperators  that  is  on  hand  now. 

Mr,  Jeffehib.  Do  you  mean  that  is  what  it  cost  or  that  is  what  it 
is  valued  at ) 

Mr.  O'Hater.  That  is  what  it  cost. 

Mr.  Jbfferib.  Cost  to  the  Government^ 

Mr.  O'Hater.  Yes. 

Mr,  Jefferis.  Does  that  include  any  labor! 

Mr.  O'Hatfj),  Yes.  sir, 

Mr.  Jeffehib.  Now,  you  spoke  of  indirect  material  on  hand  at  the 
Chicago  place;  do  you  know  how  much  that  is? 

Mr.  O'Hater.  It  has  not  been  fully  appraised  yet;  ihe  stor^eeper 
hasn't  his  final  figures  on  it. 

Mr.  Jefferis.  Was  this  direct  and  indirect  material  that  is  on 
hand  here  sufficient,  if  it  had  been  c<Hnpleted,  to  have  made  amj 
number  of  recuperators,  do  you  think? 

Mr,  O'Hater.  That  I  could  not  answer  in  detail.  There  were 
some  additional   parts   made,  but   whether  enough  to  make  recu- 

Serators  beyond  the  277  I  could  not  answer ;  there  are  some  parts,  no 
oubt. 

Mr.  Jefferis.  Do  you  know,  Mr.  OTIayer,  about  when  the  num- 
ber of  recuperators  was  decreased  from  1.0JW  to  277? 

Mr.  O'Hater.  I  could  not  give  you  the  exact  date  of  that.  I 
haven't  the  date  here. 

Mr.  Jefferis.  Do  you  know,  in  a  general  way,  or  not? 

Mr.  O'Hater.  I  think  that  was  in  July,  if  I  am  not  mistaken. 

Col.  Clark.  March  27,  1919. 

Mr.  Jefferis.  Then  from  March  27,  1919.  until  July  24,  1919,  was 
when  they  working  and  completing  those  277  recuperators? 

Mr.  O'Hater.  Completing  the  277  recuperators;  yee,  sir. 

Mr.  Jefferis.  Do  you  know  whether  they  had  any  of  those  re- 
cuperators finished  and  completed  up  to  March  27,  1919? 

Mr.  O'Hater,  I  could  not  say;  I  did  not  pay  any  attention  to 
the  date,  how  far  those  recuperators  were. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  GrARRKiT.  Was  it  227  recuperators  or  277! 

Mr.  O'Hateb.  Two  hundred  and  seventy-seven. 
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Mr.  Garrett.  I  think  that  is  all. 

Mr.  Graham.  You  do  not  happen  to  know  whether  this  company 
has  offered  this  building  for  sale? 

Mr.  O'Hayer.  No,  sir;  I  have  heard  that  they  offered  to  lease  it; 
that  is  just  a  rumor. 

Mr,  Grahau.  Who  did  you  understand  it  was  leased  tot 

Mr.  O'Hateh.  Some  fuse  company;  the  Chicago  Fuse  Co.,  I  be- 
lieve the  title  of  the  company  is. 

Mr.  Graham.  Do  vou  think  that  is  the  name  of  the  company? 

Mr.  O'Hayib,  I  thing  that  is  it;  I  just  overheard  conversations; 
.  I  paid  no  attention  to  it. 

Mr.  Grahau.  Did  you  learn  the  rental? 

Mr.  D'Hater.  No,  sir. 

Mr.  Graham.  Did  you  learn  whether  that  lease  had  been  made  be- 
fore or  after  the  settlement? 

Mr.  O'Hayer.  I  don't  know  whether  there  was  a  lease  made  or  not. 

Mr.  Graham.  Just  heard  in  a  general  way  that  the  plant  was 
leased  ? 

Mr.  O'Hater.  Just  in  a  general  way  that  the  plant  was  leased, 
is  all. 

Mr.  Jepferis.  I  would  like  to  ask  another  question;  who  was  in 
charge  of  the  Otis  Elevator  Co.'s  works  here  during  the  time  they 
were  working  on  these  recuperators? 

Mr,  O'Hayer.  Mr.  Christoferson  was  the  works'  manager  here. 

Mr.  Jetferis.  Who  is  the  president  of  the  Otis  Elevator  Co.? 

Mr.  O'Hateh.  I  do  not  know;  I  do  not  know  their  officials;  that 
I  could  not  tell  you. 

Mr.  Jeffebis.  Vou  don't  know  anything  about  the  personnel? 

Mr.  O'Hayer,  No,  sir;  I  do  not  know  the  officials  at  all. 

Mr.  Graham.  Do  you  know  Mr.  Russell  ? 

Mr.  O'Hater.  To  see  him  is  all.    I  have  seen  him  several  times. 

Mr,  Graham.  In  the  District  Ordnance  office  here? 

Mr.  O'Hater.  Yes,  sir. 

Mr.  Graham.  You  knew  that  he  was  an  officer  of  the  company? 

Mr.  O'Hater.  Yes;  I  knew  that  he  was  one,  only  I  thought  he 
had  severed  his  connection  when  he  went  into  the  Government. 

Mr.  Graham.  I  think  that  is  all. 

TESTIH0K7  OF  LIEUT.  COL.  L.  U.  CLAB£,  UEUTENAITC  COLONEL, 
OKSNAITCE  DEPA&THERT. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 
Mr.  Graham.  Colonel,  what  is  your  full  name? 
Col.  Clark.  L,  M,  Clark. 

Mr.  Graham,  You  are  a  colonel  in  the  Ordnance  *" 
Col.  Ci.Aj)K.  Lieutenant  colonel.  Ordnance  Depa 
Mr.  Graham.  How  long  have  you  been  in  the  Ai 
Col.  Clark.  Nearly  two  years. 
Mr,  Graham.  Prior  to  your  entering  into  the 
your  business? 
Col,  Clark,  Mechanical  and  electrical  engineer, 
Mr.  Graham,  Located  where  ? 
Col.  Clark.  Indianapolis,  Ind. 
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Mr.  Graham.  Were  you  in  the  employ  of  any  particular  firm,  or 
contractor,  or  by  yourself! 

Col.  CL.ARK.  I  was  en^neer  for  the  Indianapolis  Terminal  Co.  and 
superintendent  of  the  Terre  Haute  &  Indianapolis  Eastern  Trac- 
tion Co. 

Mr.  Grahah.  And  then  you  went  into  the  Army  and  into  the 
Ordnance  I>epartment  direct? 

Col.  C1.ABK.  Y^sir. 

Mr.  Orahah.  Wnere  did  yon  first  go  after  you  were  aaaigned  to 
duh-l 

Col.  CijUik.  To  the  Bethlehem  Steel  Co.,  at  South  Bethlehem,  Pa. 

Mr.  Graham.  In  what  capacity! 

Col.  Clark.  First  serving  a  course  of  apprenticeship  under  the 
Ordnance  Department  stationed  at  the  plant. 

Mr.  Graham.  And,  then,  after  that,  what  did  you  do! 

Col.  Clark.  I  was  assigned  as  inspector  of  ordnance  at  the  Otis 
Elevator  Co.,  Fifteenth  and  Laflin  Streets,  Chicago,  111. 

Mr.  Graham.  And  have  been  there  ever  since! 

Col.  Clark.  I  was  there  from  September  6,  1917,  from  that  time 
until  November,  at  which  time  I  was  made  Army  inspector  at  3ft 
other  plants  located  in  the  same  neighborhood;  on  December  28  I 
was  asigned  as  inspection  manager  in  the  Chicago  district,  of  ord- 
nance, and  my  place  as  Army  mspector  of  ordnance  was  assumed 
by  Capt.  William  Treleven. 

Mr.  Graham.  Where  are  you  now  located! 

Cot.  C1.ARK.  The  Chicago  district  office. 

Mr.  Graham.  Are  you  a  member  of  the  claims  board! 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  Now,  have  you  had  anything  to  do  with  ihe  settle- 
ment of  the  claim  of  the  Otis  Elevator  Co. ! 

.  Col.  Clark.  Yes,  sir;  I  was  chairman  of  the  special  investigating 
committee  assigned  to  the  investigation  of  their  claim,  arising  out 
of  the  suspension  of  contract  CF388  for  recuperators  for  the  240-mil- 
limeter howitzer  carriage.  Also  sitting  in  on  th&  Chicago  claims 
board  on  the  occasion  of  the  hearing  of  the  staff  report  and  the  recom- 
mendation of  the  award. 

Mr.  Graham.  In  the  final  settlement  of  this  matter  there  were  con- 
siderable special  facilities  involved,  as  I  observe? 

Col.  Clark.  Yes,  sir. 

Mr,  Grahah.  Do  you  have  a  list  of  those  special  facilities — tools 
and  fixtures,  and  so  on! 

Col.  Clark.  You  refer  to  the  total  increased  facilities  provided 
by  the  Government  or  only  those  taken  over  by  the  contractor  ! 

Mr.  Graham.  I  want  Wth;  those  furnished  by  the  Government 
and  then  those  kept  by  the  contractor. 

Col.  Clark.  I  have  not  with  me  a  complete  list  of  those  provided; 
there  is  before  you  a  list  of  the  increased  faciliti&s  taken  over  hy 
the  contractor  in  connection  with  the  settlement  of  their  claim. 

Mr.  Graham,  This  list  appears  to  be  on  page  12  of  the  staff  report, 
and  I  will  read  it  to  see  whetner  it  is  the  list  you  refer  to:  Five  Heald 
grinders,  6  Reed  &  Prentiss  engine  lathes,  2  Warner  A  Swasey  turret 
lathes,  6  Gisholt  turret  lathes,  2  Niles  planers  (rebuilt),  2  4Q  feet  by 
''44  inches  vertical  pressure  tanks,  miscellaneous  materials  Chicago 


plant.  Are  thoee  the  only  things  that  were  taken  by  the  company 
in  the  way  of  special  facilities  t 

Col.  CiiiRK.  Ytg.  sir. 

Mr.  Graham.  What  was  done  with  the  rest  of  the  stuff? 

Col.  Clark.  A  part  of  the  increased  facilities  were  requisitioned 
by  Watertown  Arsenal  and  shipped  to  that  point.  The  remaining  in- 
creased facilities  were  taken  over  by  the  Chicago  district  salvage 
board  and  a^gned  to  the  77S  A^an^  Street  depot. 

Mr.  Graham.  Was  there  a  very  considerable  loss  on  that  sort  of 
stuff  f 

Col.  Ci'^RK.  Yes,  sir;  there  was. 

Mr.  Graham.  Did  you  go  out  to  see  it;  of  course,  you  saw  this 
plant  several  times  during  its  operation  f 

Col.  Clark.  I  was  continually  at  the  plant  from  December  6, 1917» 
until  December  26,  ldl8. 

Mr.  Graham.  I  observe  that  the  special  facilities,  the  original  cost 
of  them  was 

Col.  CLARK-(int€rposing).  $224,547.78. 

Mr.  Graham.  And  they  gave  you  for  that  $47,862.10,  or  21.3  per 
cent  cost  of  the  tost  price,  as  shown  by  this  table.  That  is  correct, 
isn't  it? 

Col.  Clark.  Tes,  sir. 

Mr.  Graham.  "What  was  this  plant  like  when  you  first  begait 
operations  ? 

Col.  Clark.  The  Otis  Elevator  Co.'s  plant  at  Chicago,  comprising- 
three  buildings  located  at  Fifteenth  and  Sixteenth  and  Laflin  Streets^ 
was  formerly  used  by  the  Otis  Elevator  Co.  in  the  manufacture  of 
elevators  for  commercial  purposes.  That  plant  was  abandoned  about 
four  or  five  years  prior  to  the  taking  on  of  the  recuperator  contract 
on  account  of  labor  difficulties  encountered  in  Chicago.  Up  to  that 
time  the  plant  was  used  for  so-called  dead  storage.  At  the  time  there 
were  a  few  automobiles  in  the  plant,  up  to  the  time  of  the  rehabilita- 
tion of  the  plant  for  contract  work. 

Mr.  Graham.  Was  there  any  railroad  that  ran  into  the  plant? 

Col.  Clark.  At  Sixteenth  and  Laflin  Streets  there  was  a  switch 
track. 

Mr.  Graham.  That  is,  at  that  time? 

Col.  Clark.  Yes,  sir ;  mounted  on  a  trestle  running  into  the  rear 
of  the  property,  which  communicated  with  an  overhead  traveling 
crane  between  that  trestle  and  the  interior  of  the  building. 

Mr.  Graham.  So  far  as  you  know,  the  company  had  abandoned 
that  plant  permanently  for  manufacturing  purposes? 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  What  shajie  was  the  buildings  in? 

Col.  Clark.  Generally  speaking,  in  a  fair  condition,  subject  to  a 
reasonable  depreciation  that  might  be  expected  after  four  or  five 
years  of  abancionment, 

Mr.  Gkaiiam.  What  did  they  use  this" $165,000  for;  what  was  done 
with  it? 

Col.  Clark.  That  amount  of  money  was  expended  in  making  th© 
repairs  on  the  buildings;  principally  the  repairs  to  the  roof,  re^ace- 
ment  of  glass  windows  and  doors,  and  the  removal  of  the  foundry 
equipment  in  the  Sixteenth  and  Laflin  Streets  building  and  the  in- 
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stallation  of  concrete  floors,  installation  of  electric  light  and  power 
service,  and  the  installation  of  fire  appliances  and  a  sdmll  addition  to 
the  Sixteenth  Street  building  known  as  a  so-called  lean-to  for  addi- 
tional floor  area  for  the  milling  machines  which  were  lat^r  installed. 

Mr.  Gbahah.  Well,  at  the  tioie  work  was  started  was  the  plant 
pretty  well  rehabilitated  and  in  good  shape? 

Col.  Clahk.  Yes,  sir ;  it  was. 

Mr,  Grauah.  Do  you  agree  with  Mr.  O'Hayer  in  what  he  says  that 
plant  is  now  worth  as  a  commercial  proposition  ? 

Col.  Clakk,  No;  I  do  not,  Mr.  Chairman.     I  personally 


,'  believe 
that  the  plant,  including  the  land  and  buildings,  is  between  $500,000 
and  $600,000. 

Mr.  Graham.  Do'you  know  what  they  are  proposing  to  do  with  it 
from  your  own  knowledge? 

Col.  Clark,  It  is  my  understanding  they  are  endeavoring  to  sell  or 
lease  the  property. 

Mr.  Gkaham.  Do  you  know  whether  they  have  negotiated  any  lease 
■with  the  Chicago  Fuse  Co.  or  any  other  similar  company  ? 

Col,  Clark.  No;  I  do  not. 

Mr.  Graham.  You  settled  with  this  company  by  paying  them 
$175,200.93? 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  Now,  in  addition  to  that  they  got  their  building 
rebuilt  and  the  special  facilities  which  have  been  named,  and  they 
got  in  addition  to  that — how  many  million  dollars  was  it  we  esti- 
mated a  moment  ago? 

Col.  Clark,  A  fixed  profit  of  277  times  $1,250,  equivalent  to  the 
number  of  recuperators,  multiplied  by  the  fixed  price  profit. 

Mr.  Graham.  They  received  as  profits  on  that  job,  then,  $346,250? 

Col.  Clark.  I  think  that  is  the  correct  figure. 

Mr.  Graham.  And  a  settlement  of  $175^00.93,  and  the  rehabili- 
tation of  their  building,  the  special  facilities  that  have  been  men- 
tioned and  all  sorts  of  labor,  material,  overhead,  and  all  incidental 
costs  that  were  included  in  this  work? 

Col.  Clark.  A  part  of  the  net  award  on  the  claim  of  $175,000 
and  odd  dollars  included  certain  expenses  previous  incurred  and 
paid  for  by  the  Otis  Elevator  Co.,  so  that  certain  items  simply  con- 
sisted of  reimbursement. 

Mr.  Graham,  I  understand,  but  I  am  recounting  now  what  they 
received  altogether.  The  Government  received  277  recuperators,  the 
company  received  these  various  things  that  I  have  mentioned,  didn't 
they? 

Col.  Clark,  Yes,  sir,  I  might  add,  Mr,  Chairman,  that  the  Gov- 
ernment also  received  quite  a  quantity  of  finished  and  semifinished 
parts  of  additional  recuperators  which  served  the  purpose  of  making 
«p  a  list  of  war  replacement  parts  required  by  the  Watertown  Arse- 
nal and  shipped  to  the  Erie  Proving  Grounds,  at  Fort  Clinton,  Ohio, 

Mr.  Graham.  I  want  to  call  your  attention  to  item  H,  which  is 
"  Rental  of  Chicago  works  based  U]>on  $50  per  recuperator  on  dif- 
ference between  1,039  units  ordered  and  277  units  furnished — 762,  at 
$50  each,  $38,100. 

Now,  your  committee,  in  passing  upon  this  business,  instead  of 
allowing  to  the  company  $38,100,  as  it  claimed,  allowed  to  it 
$56,033.32. 
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Col.  Clark.  Yes,  sir. 

Mr.  Graham.  In  other  words,  you  gave  them  $17,933.32  more 
than  th^  asked  for  od  that  item  ^ 

Col.  CxAHK.  Yes,  sir;  that  was  in  accordance  with  the  terms  of 
the  contract,  which  provided  for  not  to  exceed  10  per  cent  of  the 
annual  cost  of  buildings  and  property  not  Government-owned 
propertv. 

Mr.  Graham.  That  is  true,  Colonel,  but  you  gave  them  almost 
$18,000  more  than  they  asked,  didn't  you! 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  And  you  did  that  because  you  were  wanting  to  be 
fair  with  them,  I  suppose? 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  Well,  is  it  your  custom  as  a  member  of  the  claims 
board  to  allow  claimants  large  sums  in  addition  to  what  they  ask  on 
items  just  because  you  think  it  is  the  ri^ht  thing  to  dol 

Col.  Clark.  Yes,  sir;  where  it  is  fair  to  the  contractor  and  equi- 
table to  the  Government. 

Mr.  Graham.  So  if  you  had  thought  they  ought  to  have  $50,000 
more  than  they  asked  on  that  item  you  would  have  given  it  to  them ! 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  Here  is  an  item,  "  10  per  cent  on  unamortized  por- 
tion of  cost  of  standard  machine  tools,  special  and  single-purpose 
tools,  also  special  ji^,  fixtures,  and  small  tocds,  purcha^  on  out- 
side, $94,709.99,"  which  you  allowed  in  full.  I  wish  you  would  ex- 
plain to  the  committee  what  that  means;  I  do  not  understand  it 
myself. 

Col.  Clark.  In  making  up  the  estimated  cost  of  the  recuperators 
prior  to  the  execution  of  the  original  procurement  ordePj  on  tne  basis 
of  which  it  was  figured  that  the  fixed  price  profit  equivalent  to  10 
per  cent  of  that  estimated  amount  would  be  equitable,  it  was  con- 
sidered by  your  committee  that  that  profit  reimbursed  the  Otis  Ele- 
vator Co.  for  their  services  in  procurina  and  erecting  the  increased 
facilities  required  by  the  execution  of  the  contract,  for  the  prepara- 
tion of  process  details  required  in  the  manufacture  thereof,  for  the 
setting  together  of  the  necessary  organisation  to  satisfactorily  per- 
form the  contract,  and  for  the  manufacture  of  the  recuperators  cov- 
ered thereby.  In  consideration  of  the  item  of  claim  mentioned  by 
the  chairman,  your  committee  believed  that  a  certain  portion  of  the 
service  rendereij  on  the  contract;  that  is,  in  regard  to  the  preparation 
of  the  plant,  the  getting  together  of  the  oi^;anization,  the  working 
out  of  the  process  details  for  the  manufacture  of  1,039  recuperators, 
that  the  contractor  had  only  been  partially  reimbursed  for  those 
services  by  reason  of  the  suspension  of  the  contract,  which  reduced 
the  quantity  delivered  from  1,039  to  277  units,  and  on  that  basis  or 
principle  your  committee  considered  that  compensation  on  the  basis 
of  10  per  cent  of  the  cost  of  preparing  that  plant  was  a  fair  and 
equitable  basis  to  determine. 

Mr.  Graham.  That  has  all  been  paid  in  addition.  Now,  then,  you 
paid  all  overhead  expenses,  didn't  you,  of  every  kind? 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  That  included  the  cost  of  executive  officers,  the  ad- 
ministrative officers,  the  engineers,  of  all  men  who  had  anything  to 
<do  with  the  planning  and  executing  of  this  work? 
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Col.  Clabk.  Yes,  sir. 

Mr.  Graham,  That  has  all  bfen  paid  in  addition;  now,  then,  you 
say  in  addition  to  that,  here  is  some  tools  that  were  purchased  on  the 
outside;  what  do  you  mean  by  purchased  on  the  outside  1 

Col.  Clark.  The  reference  of  the  tools  being  purchased  outside 
originates  with  the  contractor  in  the  formulation  of  his  claim,  but 
is  intended  to  cover  standard  machine  tools,  jie^,  and  fixtures  which 
the  Otis  Elevator  Co.  issued  purchase  orders  l£erefor  and  bought  in 
the  open  market  for  their  use  in  connection  with  this  contract. 

Mr.  Grahau.  Let  me  see.    According  to  this  they  must  have  pur- 
chased approximately  $974,000  worth  of  tools  on  the  outside,  because 
this  is  10  per  cent  on  the  unamortized  portion ;  probably  more  than 
that. 
Col.  Clark.  More  than  that. 

Mr.  Graham.  The  unamortized  portion,  the  proportion  that  277 
bears  to  1,039? 
Col.  Clark.  Yes,  sir. 

Mr.  Graham.  So  that  it  would  be  a  large  amount  of  tools  pur- 
chased on  the  outside? 
Col.  Clakk.  Yes,  sir. 

Mr.  Graham.  Now,  you  take  the  proportion  of  them  that  is  repre- 
sented by  the  difference  between  27T  and  1,039  that  you  bought  in  the 
open  market,  and  all  they  had  to  do,  presumably,  is  to  go  out  and 
buy  them,  and  then  you  give  the  company  10  per  cent  on  that? 
'  Col.  CiUARK,  A  portion  of  them  in  excess  of  a  million  dollars  ap- 
plies on  the  tools  specially  designed  for  use  by  the  Otis  Elevator  Co. ; 
a  small  portion  only  applies  upon  tools,  upon  jigs,  fixtures,  and  so 
on,  strictly  speaking,  on  the  outside. 

Mr.  Graham.  I  understand ;  I  am  asking  you  if  I  have  correctly 
stated  that  the  tools  you  went  into  the  open  market  and  bought  ana 
used  in  this  place  you  are  now  allowing  this  company  10  per  cent  on 
the  purchase  on  the  unamortized  portion  of  them? 
Col.  Clark.  Yes,  sir. 

Mr.  Graham.  That  is  in  addition  to  the  10  per  cent  which  vou  in- 
curred in  buying  them,  and  which  the  Government  has  alreaiiy  paid 
in  vouchers? 

Col.  Clark.  Yes,  sir. 

Mr.  Graham.  And  your  committee  thought  that  was  the  right 
thing  to  do? 

Col,  Clark.  Yes,  sir. 

Mr.  Graham.  You  have  already  allowed  that,  haven't  you,  to  them; 

10  per  cent  on  the  partially  made  material? 

Col.  Clark.  Yes,  sir;  in  accordance  with  the  terms  of  the  contract. 

Mr,  Graham.  And  then  you  come  to  these  tools  that  they  bought 

in  order  to  make  this  stuff  and  you  give  them  10  per  cent  on  the  cost? 

Col,  Clark.  The  10  per  cent  is  to  compensate  them  for  getting 

together  their  organization,  planning  their  process  details,  and  afl 

necessary  services  rendered  prior  to  the  operating  expense. 

Mr.  Graham.  I  understand  that,  but  so  far  as  the  expense  is  con- 
cerned that  has  been  paid.     You  are  paying  them  in  tnis  item  for 

what  you  think  they  ought  to  be  paid 

Col.  Clark  (interposmg).  Compensation  under  the  supplemental 
contract,  which  provides  that  compensation  under  the  contract  in 
preparation  therefor. 
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Mr.  Graham.  Yes;  and  it  also  provides  further  that  not  one  cent 
shall  be  allowed  in  the  way  of  prospective  benefits. 

Col.  CiARS.  That  is  not  prosptK^ive  benefits  in  the  opinion  of 
your  committee,  because  it  covers  the  service  rendered.  That  amount 
of  recuperators  had  been  manufactured.  That  portion  has  been  com- 
plied in  its  entirety. 

Mr.  Jeffbbis.  Did  not  the  company  get  all  overhead  expenses- 
paid! 

Col.  Clark.  The  coats  were  paid  by  the  United  States  in  full. 

Mr.  Jefferih.  That  included  the  services  of  their  officers,  didn't  itf 

Col.  CiiARK.  Yea,  sir. 

Mr.  Jefferis.  And  all  the  work  that  they  did  before  the  contract 
was  entered  into  as  well  as  afterwards! 

Col.  Ci^RK.  Yes,  sir, 

Mr.  JeFTERis.  And  if  they  were  all  paid  for  it  and  the  officers*^ 
salaries  were  paid  and  the  services,  why  should  they  have  10  per  cent 
morel 

Col.  Clark.  To  compensate  the  corporation  for  the  services  ren- 
dered under  this  contract. 

Mr.  Jeffebis.  You  look  upon  the  corporation  as  separate  and 
distinct  from  the  officers? 

Col.  Clark.  Xot  exactly;  the  compensation  of  the  officers  has- 
nothinfr  to  do  with  the  contract  between  the  Otis  Elevator  Co.  and 
the  Government.  Payment  to  the  Otis  Elevator  Co.  by  the  Govern- 
ment of  such  portion  thereof  as  shall  be  proper,  that  is  not  in  any 
sense  compensation — not  in  any  sense  of  the  word. 

Mr.  jBFFERia.  Well,  it  was  paying  all  that  they  were  paying  out^ 
wasn't  it) 

Col.  Clark.  Yes,  air, 

Mr,  Jefferis.  Paying  even  the  salaries  of  their  officers! 

Col.  Clark.  Such  proportion  as  was  properly  chargeable  to  this 
contract. 

Mr.  Jefferis.  Who  was  on  your  committee! 

Col.  Clark.  Myself  as  chairman,  and  Milton  Goodman,  who  is 
special  member  oi  the  committee,  and  W.  S.  Kobinson,  of  the  cannon 
and  carriage  committee,  or  the  regular  advisory  committee,  through 
which  this  was  handled  through  the  special  committee  assigned  to  it. 

Mr.  Jefferis.  Who  suggested  that  you  would  pay  this  company 
more  than  it  claimed  on  that  item  mentioned  to  you  by  Mr.  Graham  t 

Col.  Clark.  No  one  suggested  it  to  the  committee. 

Mr.  Jeffehis,  Which  one  of  the  committee  suggested  it  first! 

Col,  Clark.  Myself,  I  think. 

Sir.  Jefferis.  Was  that  from  some  written  instructions  you  had  as 
to  the  method  of  settling  these  contracts! 

Col,  Clark.  No  written  instruction  beyond  the  interpretation  of 
the  contract  in  question,  as  well  as  the  provision  contained  in  the 
contract  in  statutory  awards. 

Mr,  Jefferis,  Was  the  Otis  Elevator  Co,  surprised  when  they  got 
more  than  they  claimed! 

Col.  Clark.  The  total  amount  of  the  award,  Mr.  Jefferis,  is  ap- 

froximately  two-thirds  of  the  amount  claimed.  In  only  one  instance,, 
believe,  and  that  pertains  to  the  storage  item  on  the  Chicago  plants 
was  the  amount  increased  over  the  claim ;  in  other  cases  it  was  either 
equal  to  or  less  than  the  amount  claimed. 
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Mr.  Jefferib.  What  was  the  origiDal  claim  of  the  Otis  Elevator 
Co.? 

Col.  Clark.  $390,697.22. 

Mr.  Jefferis.  Did  that  take  into  consideration  at  all  this  list  of 
machinery  1 

Col.  Clark.  No ;  it  did  not. 

Mr.  J&FFERts.  The;  had  that  much  claim  without  offering  any  sal- 
via value  for  the  machinery! 

Col.  Clark.  That  was  the  gross  amount  of  their  claim,  which  would 
eubject  a  deduction  of  $47,682.10,  which  would  represent  their -net 
claim,  amounting  to  approximately  $343,000. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Graham.  Mr.  Garrett,  anything? 

Mr.  Garrett.  I  think  there  is  nothing  I  care  to  ask. 

(And  thereupon  at  4.45  o'clock  p.  m.  the  conmiittee  adjourned.) 
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SuflcOMMirrEE  No.  5  (Obdnance) 

OF  THE  Select  Committee  om 

ExPENDITUHES  IN  THE  WaB  DEPARTMENT, 

HouBE  OF  Bepbesbntatives, 
Friday,  October  S4,  1919. 
The  committee  met  at  11  o'clock  a.  m.  pursuant  to  call  by  the 
chairman,  Hon.  William  J.  Graham  (chairman)  presiding. 

Also  present :  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett., 
rett. 

Mr.  Gbauah,  The  committee  will  this  morning  hear  Mr.  Dorr. 

TESTDCONT  OF  MB.  G.  H.  DOER,  ASSI8TAHT  SIXECTOIt  OF 
HUAIIIOirS,  WAK  DEFABTUEirr. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Grahah.  Mr.  Dorr,  you  are  connected  with  the  Government 
service ! 

Mr.  Dorr.  I  am  Assistant  Director  of  Munitions  in  the  War  De- 
partment. 

Mr.  Gbaham.  How  long  have  you  been  in  that  department? 

Mr.  DoRH.  I  came  in  the  War  Department,  I  think,  about  the  20th' 
of  December,  1917. 

Mr.  Graham.  And  you  have  been  Assistant  Director  of  Munitions 
ever  since? 

Mr.  Dorr.  Ko;  X  came  in  as  personal  assistant  to  Mr.  Crowell,  the 
Assistant  Secretary  of  War. 

Mr.  Gbaham.  Where  was  your  home  before  coming  into  the  serv- 
ice! 

Mr.  DoBR.  Immediately  before  coming  into  the  War  Department 
I  had  been  with  the  War  Trade  Board  as  Acting  Director  of  the- 
Bureau  of  Enemy  Trade. 

Mr.  Gbaham.  Where  did  you  live  prior  to  that? 

Mr,  Dorr.  My  business  is  in  New  York,  my  home  is  in  New 
Jersey. 

Mr.  Graham.  What  was  your  business,  Mr.  Dorr? 

Mr.  Dorr,  That  of  a  lawyer. 

Mr.  Graham.  Had  you  ever  had  any  experience  along 
of  ordnance  or  war  munitions  prior  to  coming  into  the  sei 

Mr.  DoRB.  Prior  to  coming  into  the  service? 

Mr.  Gbaham.  Yes,  sir. 

Mr.  Dorr,  Not  in  connection  with  ordnance ;  no, 

Mr.  Gbaham.  This  committee  has  been  investigating  th< 
the  Standard  Steel  Car  Co.,  among  other  matters,  and  we  ti 
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completed  our  investij^tion,  but  thought  it  advisable  to  ask  you  some 
questions  about  some  matters  that  we  thought  you  knew  about. 

Col.  E.  S.  Hughes  had  considerable  to  do  with  the  settlement  of 
this  claim?  We  are  speaking  now  of  the  claim  for  the  building  of 
240-millimeter  howitzer  carnages  at  Hammond,  Ind. ;  and  the  first 
time  this  committee  ever  heard  of  his  connection  with  it  was  when  he 
was  in  your  ofEce  on  4  certain  occasion,  when  Col.  Reeves,  of  the  War 
Department  Claims  Board,  was  called  to  your  office  for  consultation 
«bout  going  to  Chicago. 

When  dm  you  first  become  officially  advised,  Mr.  Dorr,  of  the  pen- 
-dency  of  this  claim,  or  have  any  official  information  about  it? 

Mr.  Dorr.  Why,  as  near  as  I  can  recall,  when  I  was  visiting  the 
Chicago  district  in — I  think — April  or  May  of  1919,  it  was  of  a  num- 
ber of  claims  that  Mr.  Russell 

Mr.  Graham.  Mr.  E.  A,  Russell? 

Mr.  DoRB.  Mr.  E.  A.  Russell,  the  district  chief  mentioned — and  at 
that  time  I  remember  that  impressed  it  on  my  mind — at  that  time 
he  introduced  me  to  a  Mr.  Church  and  a  Mr.  Vail,  that  he  spoke  of  as 
Ttusiness  men  of  experience  and  skill,  who  had  rendered  very  great 
■services  to  the  Government  in  connection  with  the  production  that 
had  been  carried  on  by  the  Standard  Steel  Car  Co.,  and  at  that  time 
I  think  this  matter  was  also  discussed — ^I  am  quite  sure  it  was.  But 
there  were  a  very  considerable  number  of  subcontracts  of  this  com- 
pany, and  I  took  up  that  question  with  him — the  importance  of  ex- 
pediting the  settlement  of  certain  contractors'  claims,  so  that  the  sub- 
■contractors  should  not  be  left  holding  the  bag,  as  they  had  rendered 
services  to  the  Government  which  had  gone  into  the  Government 
product;  and  he  stated  that  they  were  making  good  progress  in  the 
•  nttlement  of  the  subcontractors'  claims,  and  that 

Mr.  Graham.  Who  was  this  gentleman  this  conversation  was  with  ? 

Mr.  Dorr.  It  was  with  Mr,  Russell,  as  I  recall  it,  and  Mr.  Church 
and  Mr.  Vail,  and  possibly  Mr.  Lyons,  and  it  might  have  been  some- 
-one  else;  it  rather  lies  in  my  mind  that  there  was  someone  else,  but  it 
was — as  I  recall  it,  they  said  that  on  that  day  they  had  been  cleaning 
up  some  of  the  subcontracts  with  the  Standard  Steel  Car  people,  and 
I  think  he  said  that  a  representative  of  that  company  was  there  at 
that  time.  I  do  not  think  I  met  the  representative ;  I  did  not  have  any 
conversation  with  him. 

Mr.  Graham.  You  think  it  was  in  April? 

Mr.  Dorr.  The  date  can  be  fixed  exactly;  I  can  not  recall  it  from 
recollection,  I  went  out  to  attend  the  convention  at  the  request  of 
the  United  States  Chamber  of  Commerce.  I  was  invited  to  make  a 
general  statement  as  to  the  settlement  of  Government  contracts— that 
was  the  national  convention  of  the  United  States  Chamber  of  Com- 
merce. I  went  to  Chicago  for  a  day  or  two  and  went  into  the  Chicago 
offices,  and  from  there  I  went  to  Detroit,  and  then  home.  That  date 
can  be  fixed  exactly. 

Mr,  Graham.  That  was  all  that  you  remember  of  that  particu- 
lar  

Mr.  Dorr  (interposing).  As  to  the  Standard  Steel  Car? 

Mr,  Graham  (continuing  conversation).  Yes, 

Mr,  Dorr.  I  do  not  know  whether  it  was  at  that  time  or  not,  but 
the  question  came  up  of  the  method  of  settlement  or  the  method  of 
renumeration  for  the  uncompleted  portion  of  the  work — that  is,  where 
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a  work  was  in  prcKsess,  but  had  not  resulted  in  finished  product, 
but  I  was  informed  there  at  that  time,  or  before  at  a  subsequent  time, 
that  the  Standard  Steel  Car  Co.  were  insisting  that  for  the  expendi- 
tures which  they  had  made  on  work  which  had  not  resulted  in  com- 
pleted product  that  they  ought  to  receive  a  sum  which  would  be  that 
portion  of  their  profit,  which  would  bear  the  same  ratio  to  the  por- 
tion of  their  profit  a.s  to  the  extent  of  the  work  which  had  been  done 
compared  to  the  whole  order.    Do  I  make  that  clear! 

Mr.  Graham.  In  other  words,  they  claimed  the  work  was  82i  per 
cent  done,  and  that  they  ought  to  have  82^  per  cent  of  their  profit  i 

Mr.  Dorr.  Yes,  At  that  time — if  it  was  at  that  time;  I  am  not 
clear — this  matter  came  up  some  time  and  I  discussed  it  with  the 
people  in  the  ordnance  here  and  with  the  people  out  there. 

Mr,  Graham,  Who  did  you  discuss  it  with  here,  Mr.  Dorr! 

Mr.  Dorr.  One  conversation  I  recall  verv  distinctly,  and  that  is 
with  Col.  Ddafield,  who  at  that  time  was  legal  adviser  of  the  advisory 
section  of  Ordnance,  and  I  discussed  it  also  with  the  attorney  for  the 
Steel  Car  Co.,  McKinney,  and  I  think  probably  Mr.  Cory.  I  do  not 
know  whether — according  to  my  personal  recollection  it  was  Mr.  Cory. 

Mr.  (thaham.  Mr.  Cory  was  located  here  at  Washington  at  that 
time,  was  he  not,  Mr.  Dorr! 

Mr.  Dorr,  I  do  not  know  about  that. 

Mr.  Graham.  He  is,  at  any  rate,  an  officer  of  the  Standard  Steel 
Car  Co.? 

Mr.  DoRB.  My  understanding  is  that  he  was  an  assistant  to  the 
president.  At  all  the  conversations  that  I  had  in  Chicago  and  with 
the  Ordnance  officers  in  New  York  and  with  these  men,  it  impressed 
my  mind  very  strongly,  and  it  was  my  view  and  the  view  of  all  of  the 
Ordnance  people  with  whom  I  had  any  conversation  about  it,  that  the 
settlement  ought  not  to  be  made  on  that  bafiis. 

Now,  may  I  make  one  other — State  one  other  thing:  The  dates  on 
this  thing  are  not  very  clear  in  my  mind,  and  I  recall  this:  At  some 
time  last  spring,  whether  it  was  before  or  after  the  visit  to  Chicago, 
the  question  of  form  of  certificate  which  should  be  issued  was  taken 
up  by  Ordnance  with  me,  and  that  the  Standard  Steel  Car  people 
took  that  question  up,  the  question  being  this,  as  I  understand  it: 
They  objected  to  the  form  or  the  statement  of  the  agreement  which 
Ordnance  had  framed.  They  wanted  to  have,  as  I  recalled,  merely  the 
original  procurement  orders.  The  original  procurement  orders  did 
not  contain  any  termination  clause ;  they  did  refer,  however,  to  the 
standard  form  of  contract.  It  was  their  intention  that  there  was  not 
a  standard  form  of  contract  at  that  time,  and  that  they  could  not 
identify  any  particular  form  of  termination  clause,  and  that  there- 
fore it  ought  not  to  be  put  in. 

It  did  not  seem  to  me  very  material,  the  claim  being  under  the  Dent 
Act,  whetjier  it  was  attempted  to  phrase  a  particular  termination 
clause  or  not,  because  the  only  bearing  that  I  could  see  it  lias  on  it 
might  be  on  the  question  of  prospective  profits,  and  that  under  the 
Dent  Act  they  were  precluded  from  preceding  at  any  rate,  but  it  did 
have  this  effect.  Their  argument  was  that  if  they  went  to  the  Court 
of  Claims  that  the  Court  of  claims  might  take  a  different  view  of 
whether  or  not  those  procurement  orders  were  or  were  not  valid  con- 
tracts; if  they  were  valid  contracts,  that  then  they  would  be  entitled  to 
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prospective  profits,  and  on  that,  as  a  legal  question,  I  disagreed  witb 
them,  but  their  attorney 

Mr,  Graham  (interposins).  Insisted  upon  it ! 

Mr.  DoRB.  Well,  he  said  ne  did  not — and  as  a  result,  no  agreement 
was  come  to  upon  the  terms  of  the  agreement,  because  we  were  unwill- 
ing to  issue  a  formal  agreement  in  the  form  that  they  requested. 

Mr.  Graham.  Mr.  Dorr,  in  regard  to  the  point  we  are  particularly 
interested  in,  let  us  come  to  the  relation  with  Col.  Hughes  and  this 
thing.    When  did  Col.  Hughes  first  get  into  it? 

Mr.  Dorr.  As  to  that,  my  first  information — of  course,  I  can  not 
Bay  when  he  first  got  into  it — was  this:  Col.  Reeves,  who  was  the 
special  member  of  the  War  Trade  Claims  Board  in  chaKge  of  Ord- 
nance claims,  was  going  out  to  Chicago.  Knowing  that  this  was  ono 
of  the  important  claims  out  there,  I  suggested  to  him  when  went  out 
there  that  he  look  into  it  and  see  what  progress  was  being  made.  On 
his  return  he  reported  to  me  that  he  had  had  a  conversation,  as  I 
recall  it — some  conversation  with  Mr.  Kussell  about  it  and  some  con- 
versation, I  am  also  quite  sure,  with  Col.  Hughes  about  it;  and  I  think 
that  was  the  first  that  I  had  learned  about  his  connection.  But  there 
again  I  may  be  wrong,  because  Col.  Pierce,  of  the  Ordnance  Board,, 
very  frequently  talks  about  the  personnel,  and  he  may  have  told  me 
prior  to  to  that  time  that  he  sent  Hughes  out  to  Chicago,  and  I  do  not 
think  he  would  have  mentioned  his  having  any  connection  with  that  at 
all,  but  he  may  have.  * 

Mr.  Graham.  Col.  Reeves  testified  before  this  committee — if  I  am 
wrong  about  this  my  colleagues  here  will  set  me  right — that  he  was 
callea  to  your  office  and  that  he  found  there  Col.  Hughes  and  that 
on  that  occasion  you  told  Col.  Reeves  to  accompany  Col.  Hughes  b> 
Chicago. 

Mr.  Dorr.  I  was  coming  to  that.  You  asked  me  the  first  time  I 
ever  knew  of  any  connection  of  Col.  Hughes  with  the  matter. 

Mr.  Graham.  Now,  tell  us  about  this  latter  time. 

Mr.  Dorr.  I  think,  as  I  say,  that  Col.  Reeves  told  me  that  Hughes 
was  doing  work  in  connection  with  the  plant.     But  I  will  not  be 

Citive  about  that.  If  Co].  Reeves's  recollection  is  the  other  way,  I 
iw  his  recollection  would  be  accurate.  The  first  time  that  I  saw 
Hughes  in  connection  with  the  matter  was  when  he  came  to  iny  office 
and  reported  that  they  had  reached  an  agreement  as  to  the  claim,  and 
also  as  to  the  salvage  offer  of  the  Standard  Steel  Car  Co. 

About  two  weeks  prior  to  that  time — I  think  it  was  two  weeks — 
Col.  Arison,  who  was  district  chief,  had  been  in  Washington,  and 
dropped  in  to  see  me,  as  he  very  frequently  did  when  he  was  there,, 
and  discussed  the  various  claims,  and  spoke  of  the  Standard  Steel 
Car  and  stated  that  they  had  come  to  an  agreement  as  to  settlement, 
but  that  there  was  a  question  as  to  the  disposition  of  the  buildings,, 
which  became  he  property  of  the  United  States  under  the  claim,  and 
also  of  certain  of  the  material  which  had  been  bought  and  which 
would  have  to  be  disposed  of  either  to  the  contractor  or  else  turned 
over  to  the  sales  department  for  sale.  He  stated  that  they  were  at 
work  on  that. 

Mr.  Graham.  This  is  Arison ! 

Mr.  Dorr.  Arison  t 

Mr.  Graham.  Yes. 
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Mr.  DoRF.  In  conoection  with  another  matter  he  brought  up,  I 
had  asked  the  chief  of  the  director  of  the  sales  office  to  come  into  my 
office,  and  he  was  also  present  during  the  whole  or  a  part  of  the  time; 
Mr.  Croodrich,  of  the  technical  advisory  committee,  who  is  an  enfi- 
neer,  and  whom  we  used  in  making  special  investigations  into  uie 
value  of  plants,  etc.,  and  the  three  of  them  discussed  in  a  general 
way  the  value  of  a  plant  of  this  description  and,  of  course,  there  were 
no  plans  or  anything  of  that  sort  for  them,  but  it  was  just  a  discus- 
sion of  men  who  were  all  engineers. 

Mr.  Graham.  Was  this  on  the  occasion,  when  Hughes  was  there? 

Mr.  Dorr.  No  ;  this  was  about  two  weeks  prior  to  that ;  and  Arlson 
told  me  that  he  ought  to  be  able  to  effect,  in  connection  with  the 
settlement  of  the  claim,  a  dispositon  of  the  buildings  and  of  the 
equipment  as  a  whole  and  clean  the  whole  thing  up,  and  from  the 
discussion  I  gathered  the  impression  that  the  Arison  views  as  to  the 
value  of  the  Buildings  were  probably  sound.  We  did  not  go  into  the 
thing  in  detail,  and,  of  course,  I  am  not  an  engineer  and  would  not 
discuss  it  anyway.  But  that  seemed  to  be  the  trend  of  the  informal 
discussion,  whicli  was  not  for  the  purpose  of  deciding  anything. 

Mr.  Graham.  How  did  Col.  Arison  happen  to  be  talking  to  you 
about  that?  Did  he  open  the  subject,  or  now  was  the  subject  ap- 
proached t 

Mr,  Dorr,  I  have  been  very  much  interested  in  claims  work  in  the 
last  two  months,  in  making  sure  that  we  were  disposing  of  our  facili- 
ties to  satisfactory  advantage,  and  it  is  one  of  the  most  difficult  things 
we  have  to  do  and  also  one  of  the  most  important  in  claims  work, 
and  for  that  reason  I  have  not  asked  the  chief  of  the  plant  of  the 
director  of  sales  office  section  in  reference  to  results  in  getting  up  a 
list  of  all  facilit«s  we  would  have  to  dispose  of  in  connection  with 
claims,  and  we  have  been  planning  a  survey  by  engineers  who  would 
go  out  from  Washington  to  confirm  the  views  of  the  local  boards 
on  those  matters,  and  I  think  the  way  the  Standard  Steel  Car  matter 
came  up  was  this,  that  I  think  I  asked  Arison — as  I  did  all  the  differ- 
ent chiefs  with  whom  I  came  in  contact  at  that  time — for  a  statement 
of  what  the  situation  was  as  to  those  contracts  which  involved  the 
dispositon  of  government-owned  facilities,  and  he  mentioned  that 
as  one.    I  do  not  think  I  knew  pror  to  tliat  time  there  was  one. 

Mr.  Graham,  Did  he  tell  you  in  that  conversation  or  any  other 
conversation  whether  a  committee  had  been  working  on  that  claim 
from  his  board? 

Mr,  Dorr.  Yes.  sir:  he  told  me  that, 

Mr.  Graham.  Whnt  did  he  tell  vou? 

Mr.  Dorr,  As  to  it  ? 

Mr.  Graham.  Yes. 

Mr.  Dorr,  As  to  who  the  committee  were? 

Mr.  Graham.  Did  he  tell  you  that  committee  had  been  working 
on  it? 

Mr.  Dorr.  I  think  he  told  me  they  were  working  on  it.  I  do  not 
recall  whether  he  mentioned  the  names  or  not.  I  think  he  told  me 
this — it  is  hard  to  come  back  into  all  this 

Mr.  Graham.  I  presume  it  is,  Mr.  Dorr. 

Mr.  DoRH.  Hut  I  think  that  he  told  me  that  he  had  made  an  e- 
nation  himself,  and  then  the  committee  bad  made  one,  and  tlu' 
views  on  that  building  had  very  nearly  checked,  sometiuiw 
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sort.  Who  the  committee  were  or  whether  he  himself  was  u  member, 
I  will  not  be  positive  one  way  or  the  other,  but  I  give  you  mr  best 
recollection  of  it.  Shall  I  go  on  and  tell  you  what  occurred  with 
Col.  Hughes? 

Mr.  Graham.  Yes,  if  you  please. 

Mr.  Dorr.  Col.  Hughes  said  that  they  had  come  to  a  conclusion  on 
the  matter  and  that  they  were  desirous  of  closing  the  case  up.-  I 
was  of  the  opinion  the  matter  was  of  sufficient  importance  to  give  it 
rather  more  careful  scrutiny  than — I  won't  say  more  "  careful  scru- 
tiny," but  scrutiny  in  the  field  that  was  not  ordinarily  given  by  either 
our  representative  or  the  Ordnance  Bureau  Board,  and  two  special 
members  of  Ordnance  for  that  very  purpose.  I  called  Col.  Reeves 
in  and  told  him  that  I  thought  it  was  desirable  that  he  should  go 
onto  that  claim  himself;  that  we  should  make  use  of  the  technical 
advisory  committee  on  this  case,  which  was  constituted  to  deal  with 

auestions  of  quality,  and  that  it  seemed  to  me  the  best  thing  to  do, 
le  speediest  thing,  the  most  effective  way  was  for  them  to  go  out 
to  the  plant  and  go  over  the  thing  with  the  men  whose  work  they 
were  to  review,  so  that  they  could  get  all  the  angles  of  it.  That  was 
my  view — that  occasion  for  a  good  deal  of  delay  in  that  claims  work 
is  that  the  districts  will  send  in  a  report  on  settlement,  and  there  will 
be  many  things  which,  if  you  are  on  theground  and  see  the  plant  and 
see  the  location,  intan^ble  things,  difficult  to  put  into  the  report, 
will  put  it  in  very  different  light  than  if  you  have  the  written  word. 

Mr.  Graham.  Was  it  vour  object,  Mr.  Dorr,  in  sending  Col.  Beeves 
that  Col.  Beeves  should  pass  on  the  claim  there,  or  that  he  should 
act  in  an  advisory  capacity ;  which ! 

Mr.  Dorr.  The  set-up  in  the  War  Department  war  claims  Iward 
is  such  that  Col,  Reeves,  as  a  special  memberj  has  the  authority  to 
make  a  final  decision  in  approving  an  award  without  reference  to  the 
board  as  a  whole.  In  cases  of  difficulty  coming  about,  the  special 
member  sometimes  brings  it  before  the  board  as  a  whole. 

Mr.  Graham.  You  say  the  "set-up"  in  the  board  is  such  that  he 
has  this  authority  f 

Mr.  Dorb.  Tee. 

Mr.  Graham.  Has  any  formal  resolution  been  passed  of  that  kind  t 

Mr.  Dorr.  Oh,  yes. 

Mr.  Graham.  Giving  any  member  of  the  board  authority  to  make  a 
final  decision? 

Mr.  Dorr.  No.  If  I  may  give  you  the  history  of  that  proiiosition, 
perhaps  it  would  be  a  little  clearer  to  you,  Mr.  Graham.  Originally 
the  settlements  of  contracts  and  final  disposition  was  made  oy  the 
bureaus.  At  the  time  that  the  Dent  Act  was  before  Congress  there 
was  some  discussion  as  to  the  degree  of  supervision  which  the  Secre- 
tary of  War  was  exercising  and  could  exercise  over  contracts,  and 
there  was  some  question  as  to  whether  or  not  it  was  desirable  to  set 
up  an  entirely  new  machinery  for  the  adjustment  of  contracts.  At 
that  time  Mr.  Crowell,  the  Secretary,  stated  that  after  consideration 
that  the  supei'vision  of  the  settlement  work  would  be  undertaken  by 
him,  and  that  there  would  be  and  there  was  immediately  supervision 
over  the  work  of  the  bureaus.  In  order  to  effect  that  supervision 
over  the  work  of  the  bureaus  a  department  claims  board  was  estab- 
lished, the  Assistant  Secretary  acting  as  the  president  of  that  board, 
the  other  general  members  originally  being  Gen.  Burr  and  myself. 
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It  was  wholly  impraiticnble  for  tlie  Secretary.  Mr,  Cniwdl.  Gen. 
Burr,  and  myself,  all  of  whont  had  other  duties  to  iK'rforiu,  to  go 
into  each  of  the  25,000  contracts  nnd  innumerable  subcontracts  sent 
to  be  settled.  It  was  felt  that  the  function  that  we  should  perforin 
WHS,  in  the  first  place,  to  pass  on  policies  and  on  bases  of  settlement 
which  would  be  authorized,  and  ti  pass  r.n  any  particular  points  of 
difficulty  that  should  arise  in  the  process  of  the  work,  and  to  exercise 
supervision  over  the  way  in  which  the  work  was  actually  being  done, 
and  in  that  way,  so  far  as  possible,  to  insure  the  different  bureaus  act- 
ing according  to  instructions  and  acting  in  the  same  way.  In  order 
to  effect  that,  it  seemed  to  us  that  the  most  effective  way  was  to  pick 
out  what  were  know  as  the  special  members  of  the  board,  and  to 
designate  one  or  more,  as  the  needs  might  be  of  the  work  to  each 
bureau,  and  have  them  actually  see  the  work  as  it  went  on  in  that 
bureau,  with  authority  to  approve  the  action  of  the  bureau  boards — 
that  is,  they  were  there,  they  saw  what  the  bureau  board  was  doing, 
its  methods  and  heard  the  reasons  it  had  for  acting.  And  therefore 
special  members  were  appointed,  and  they  looked  at  the  work  of  the 
various  bureaus. 

Mr,  Graham.  Was  Col,  Beeves  appointed  for  that  purpose  ? 

Mr,  Dorr.  Oh,  yes.    He  was  not  tne  original  member.    Col.  Davis, 
of  New  York,  was  the  special  member  for  Ordnance- 
Mr.  Grauau.  Was  the  order  issued  by  the  board  giving  him  au- 
thority to  represent  the  entire  board  t 

Mr.  Dorr,  Oh,  yes. 

Mr.  Graham.  I  think  you  had  better  give  us  a  copy  of  that  order  so 
that  we  can  incorporate  it  in  our  record  here. 

Mr.  Dorr.  Yes. 

(The  order  referred  to  was  submitted  by  Mr.  Dorr,  and  is  here 
printed  in  full,  as  followss:) 

Wab  Depaktmest, 
Office  of  the  Assistaict  SixnETABV.  DmHcTok  of  Munitionb. 

Washington,  D.  C,  October  25, 1919. 
Bon.  WtixiAM  J.  GsARAU, 

Chairmait  Committee  on  Expenditvreg  for  the  War  Department, 

SoHW  of  RepreteTttatives,  Washinffl<m,  D.  C. 

Mt  Db&r  Mb.  Gbahah  :  Pursuant  to  the  rninest  of  the  cotnmltte^.  I  fncloxe 
herewith  copies  of  the  resolutions  of  the  War  Dvpartinent  cidtms  board  author- 
izing the  special  members  of  that  board  accredited  to  the  various  bnrfnus  to 
approve  settlement  contracts  and  awards  under  tb»  act  of  March  2,  1919, 
and  of  Col.  Ira  L.  Beeves's  appointment  as  special  member  with  authority 
to  approve  ordnance  settlements.  Also  copy  of  Supply  Circular  No,  17,  revised, 
In  which  a  minor  change  In  the  form  of  action  to  be  taken  by  the  special 
members  of  the  War  Department  claims  board  wos  authorized,  as  appears  on 
page  17  thereof. 

In  referring  to  members  of  the  War  Department  claims  board  In  my  testi- 
mony. It  Is  my  recollection  that  I  did  not  give  the  name  of  Lieut.  Col.  A.  R. 
Brindley,  who  has  recently  been  appointed  a  special  member  of  the  board,  hut 
who  has  not  yet  entered  upon  the  r>f  rfi>niinn<f  of  his  duties ;  also  Mr.  James  R. 
Prazer.  Brig.  Gen.  H,  M.  I»rd,  Director  of  Finance,  Is  also  a  member  of  the 
War  D^wrtment  claims  board,  and  Lieut.  Col.  J.  F.  Rpars,  of  his  onice,  acts 
as  his  alternate.  Col.  G.  H.  Stewart,  of  Ordnance,  who  acts  as  a  contract 
assessor  at  Toronto  on  behalf  of  Ihe  War  Det>artment,  Iina  authority,  as  spe- 
clnl  miiniher  of  the  War  Department  claims  board,  to  execute  awards  untler 
the  Dent  .^ct  on  Canndlan  SBreements.  Under  certain  limitations,  the  Ordnance 
district  chiefs  have  authority  to  act  for  the  War  Department  claims  boiird  In 
making  and  approvlnt;  awards  authorizing  partial  payments. 

In  response  In  a  quesllim,  It  In  my  recollection  thst  1  statetl  to  tl 
that  I  did  not  know  of  any  cases  where  a  final  award  had  been 
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bad  not  been  ex<*cutetl  In  Waablnston  other  tlian  the  award  made  in  the  o««e 
of  tlie  Standard  Steel  Car  Co,  Tbia  ta  accurate,  so  far  as  awards  which  pass 
through  the  bureau  boards  are  concerned,  but  such  final  awards  are  regularly 
executed  by  the  special  member  of  the  War  Department  clalns  board  in 
Toronto  In  Canadian  settlements  under  the  Dent  Act 

Since  testlfjing,  It  has  been  called  to  my  mind  by  Col.  Reeves  that  at  the 
time  Col.  Hughes  took  up  the  question  of  the  StandaM  Steel  Car  Co.  settlement 
In  Washington  I  had  already  arranged  for  him  to  take  a  trip  Into  the  field, 
which  Included  the  Chicago  olllce  on  his  Itinerary,  and  that  It  had  been  already 
arranged  for  him  to  leave  Washington  on  that  afternoon.  The  Standard  Steel 
Car  Co.  mutter  was  added  to  the  other  matters  which  Col.  Iteeves  was  to 
take  up  on  his  trip,  and  It  was  arranged  that  Mr.  Safberg.  a  factory  expert 
attached  to  the  War  Department  claims  board,  and  Mr.  Hodge,  an  exi)erienced 
engineer,  should  be  In  Chicago  at  the  same  time  as  Col.  Reeves. 

I  shouhl  appreciate  It  If  these  corrections  may  appear  In  the  record,  and 
shall  he  very  glad  to  appear  before  the  committee  and  state  them  orally  If  It 
Is  the  committee's  deflre;  and  I  shall,  of  course,  be  very  glad  to  furnish  any 
other  information  at  my  command. 

In  questions  asked  of  me  by  the  committee  it  was  stated,  as  I  recollect,  tliat 
only  one  member  of  the  Ordnance  claims  board  was  present  In  Chicago  at 
the  time  of  the  award  to  the  Standard  Steel  Car  Co.  I  am  informed  by  the 
chairman  ot  the'  Ordnance  claims  board  that  Mr.  Graves,  a  member  of  that 
board,  as  well  as  Col.  McForland,  wne  present  and  and  acted  for  that  board. 

The  committee  also  Indicated  by  Its  questions  that  It  was  its  understanding 
tliat  Mr.  HoUge  did  not  arrive  until  after  the  award  was  made.  I  am  informed 
by  Col.  Reeves  that  Mr.  Hodge  arrived  Id  Hammond  late  on  September  25 
and  at  his  request  proceeded  to  make  an  examination  at  the  plant  and  on  the 
following  (lay  submlttetl  a  written  report  prior  to  the  execution  of  the  award. 
Very  truly,  yours, 

G.  H.  DoHB, 
Aasiglant  Director  of  Uunitions. 


Retolred,  That  the  special  members  of  the  War  Department  claims  board  be 
authorized  to  pass  upon  and  approve  or  disapprove  settlement  contracts 
approved  by  the  claims  board,  board  of  review,  or  other  final  reviewing  agency 
of  the  bureau  to  which  they  are  accredited,  and  to  indicate  such  approval  by 
affixing  to  that  copy  of  the  contract  which  Is  to  be  retained  ip  the  files  of  the 
bureau  tlie  word  "  Approved." 

Wab  Dep.^btuent  Glaiws  Board, 

By ,  Uember. 

And  hy  signing  and  dating  such  approval. 

When  a  contnict  is  not  approved  the  B{>ecia1  member  will,  at  the  request  of 
the  claims  board,  board  of  review,  or  other  Ihial  reviewing  agency  of  the  bureau, 
or  may.  In  his  discretion,  without  such  request,  refer  the  matter  to  a  regular 
or  si>eclal  meeting  of  the  War  Department  clalma  board  for  consideration. 
(Adopted  at  meeting  No.  S,  Jan.  20,  1919.) 
A  true  copy. 
Attest : 

.\.  L.  Lansvalk, 
Recorder,  War  Department  Claim*  B'lar/l. 


Remili-ed.  That  the  special  members  of  the  War  Department  claims  board, 
accrwlitfd  to  the  cl:ilins  board  of  the  supply  bureaus,  lie  authorized  on  behalf 
of  thlH  board  to  approve  or  disapprove  of  awards  appnived  by  such  claims 
boards  under  the  act  approved  March  2.  1919,  entitled  "An  act  to  provide  relief 
'1  caws  of  contracts  connected  with  the  prosecution  of  tht  war,  and  for  other 
purpost-s,"  and  to  indicate  such  approval  by  affixing  to  the  award  the  words 
'■Approved  by  authority  of  the  Secretary  of  War." 

War  Depaetmbxt  Claims  Board, 
By ,  Member. 

Dateil  Washington,  D.  C. 

When  a  contriict  is  not  so  approved  the  special  member  will,  at  the  request 
of  the  bureau  claims  board,  or  may,  at  bis  own  discretion,  without  such  request. 


ORDNANCE.  2109 

refer  (he  matter  to  h  regular  or  apectnl  meettnK  of  the  War  Hepartnient  cinluis 
tkittrd  for  farther  candderotlon. 

(Adapted  at  QteetlQR  No.  20,  Mar.  11,  ]»19.) 
A  true  copy. 
Attest : 

A.  L.  Laksdale, 
Recorder,  War  Uppartmcnt  Claims  Board. 


Resolved,  Thnt  In  order  to  expedite  the  work  of  contract  adjiistmetit  It  la 
important  for  the  members  of  the  board,  whone  dutlee  |>ernilt  them  to  do  so,  to 
visit  the  (llstrlct  offlces  where  settlements  are  belnc  made  for  the  purpose  of 
ascprtalntnfT  muses  of  dela;  In  the  making  of  settlements  and  to  remove  the 
same.  When  d.'allnii  with  que»itlons  presented  to  them  upon  these  trips, 
whether  under  the  settleraent  of  valid  contracts  or  ''Inlms  arising  under  the 
act  of  March  2,  1910,  the  War  Department  claims  tv>ard  roembei-B  are  em- 
powered to  exercise  the  full  and  flnal  authority  posses»3d  by  this  board. 

(Adopted  at  meeUng  No.  34,  Apr.  16. 1919.) 

A  tme  copy. 

Attest: 

A.  L.  Lanbdale. 
Recorder,  War  Department  Claims  Board. 


3.  Ou  mollon  of  MaJ.  Gen.  Burr,  duly  neconded  by  Lieut.  Col,  Bolles,  the 
following  assifniments  were  made :  Col.  Schley  arcredlled  to  claims  board. 
Office  Director  of  Purchase;  Cot.  Beeves  accredlte<l  to  claims  board.  Office 
Chief  of  Ordnance;  Col.  Dtilton  accrediled  to  i-laima  hoard.  Office  Chief  of 
Oriinanre;  Mr.  C.  A.  Marshall  accredited  to  claims  board.  Air  Service,  each 
with  authority,  in  the  name  of  the  War  Departmnnt  claims  boartl.  to  make 
awnrils  and  approve  or  disapprove  supplemental  contracts  rccomtnended  by 
the  hnretius  to  which  they  are  respectivel.v  assigned. 

(Adopted  at  meetinK  No.  83,  Sept.  12,  1919.  Revised  as  above  at  meeting 
No.  84,  Sept.  le.  1919.) 

Attest : 


Wab  Department, 
Office  of  the  Assist.int  Secbetart.  DntEcroK  of  Mi'NmoRS. 

Wathingtoa,  D.  C.  Avgust  i.  1919. 
From  :  The  Assistant  Secretary  of  War. 
To:  Col.  Ira  L.  Beeves,  Infantry,  (Tnited  States  Army. 
Subject:  Appointment  as  memtier  of  War  Department  claims  board. 

1.  Tou  are  hereby  appointed  a  member  of  the  War  Department  claims 
board,  to  become  effective  (his  date,  with  power.  In  the  name  of  the  War 
Department  claims  board  and  by  Its  authority,  to  approve  supplemental  con- 
tracts and  to  make  awards,  under  the  act  of  March  2,  ldl9.  approved  by  the 
claims  board  of  the  Ordnance  Departmoit 

2.  Ton  will  assume  the  duties  pertaining  to  this  office  at  once 

Benedict  Cbowbi.i. 
The  AitUianI  Secretary  of  War. 
A  true  copy : 

Iba  L.  Beeixr. 
Coloiiel.  infantry.  United  ftatr»  Armv. 
Mr.    Gkaiiam.  Then   Col.   Keeves   had   been   appointed   by   your 
board  or  by  the  Secretary  of  War  to  do  this  work? 

Mr.  Dorr.  His  desifmation,  as  I  recall  it,  was  signed  by  the  ««Kist- 
ant  secretary. 

Mr.  Graham.  The  Assistant  Secretary  of  War,  Mr.  Cro 
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Mr.  Dorr.  Yes;  ns  president  of  the  War  Trade  claims  board. 

Mr.  Graiia».  Did  vou  ever  know  a  case,  Mr.  Dorr,  when  a  final 
award  was  nmde  by  Col.  Reeves,  or  any  other  man  in  the  War  De- 
partment claims  board,  in  other  claims  f 

Mr,  Dorr.  Whv,  there  have  been  many  thousands. 

Mr.  Graham.  In  which  he  is  the  only  man  that  passed  on  it^ 

Mr.  Dorr.  No;  in  which  he  is  the  only  member  of  the  War  De- 
partment claims  board  tliat  passed  on  it.  because  that — that  is,  any — 
if  the  board  attempted  to  net  on  all  these  by  the  board  meeting  it, 
its  action  conld  not  be  other  than  pretty  perfunctory. 

Mr.  Graham.  What  part  of  the  work  did  Col.  Reeves  have,  what 
particular  sections? 

Mr.  DoRB.  Ordnance. 

Mr,  Graham.  So  that  he  could  pass  on  all  Ordnance  claims  for 
the  War  Department  claims  board  ( 

Mr.  Dorr.  Yes.  He  did  not  have  to  if  he  did  not  want  to;  if  it 
was  a  question  in  which  there  appeared  to  be  a  departing 

Mr.  Graham  (interposing).  In  this  particular  case,  Mr.  Dorr,  did 
you  find  that  Col.  McFarland,  of  the  Bureau  of  Ordnance  board  of 
Washington,  and  Col.  Reeves,  of  the  War  Department  Claims  Board, 
signed  what  pretended  to  be  a  final  award  in  this  matter,  and  upon 
which  this  contractor  received  considerable  sums  of  money,  and 
upon  which  a  settlement  was  made^ 

Mr.  Dorr.  Yes. 

Mr.  Graham,  In  other  words,  the  Chicago  district  claims  board, 
one  representative  of  the  Bureau  of  Ordnance  board  of  Washington, 
one  representative  of  the  War  Department  Claims  Board  went  to 
Chicago  and  signed  a  final  award  and  made  a  settlement.  Do  you 
know  of  any  other  case  in  which  that  was  ever  done  J 

Mr.  Dorr.  So  far  as  the  action  being  representative  of  the  War 
Department  Claims  Board  goes,  being  one  member  who  makes  the 
award,  that  is  the  practice. 

Mr.  Graham.  But  he  never  does  that  until  the  bureau  board  refer-* 
it  to  him.  does  he?  Do  not  all  these  claims,  in  other  words,  go  fron> 
the  district  board  to  the  bureau  board,  and  then  from  the  bureau 
board  to  the  War  Department  Claims  Board? 

Mr.  Dorr.  I  do  not  know  the  records  on  this  thing,  but  I  assume 
the  bureau  board  had  authorized  Col,  McFarland  to  act  for  it. 

Mr.  Graham,  I  do  not  know  whether  they  had  or  not.  We  have 
no  record  of  that  kind.  All  we  know  is  that  these  two  men  went  to 
Chicago  and  made  an  award.  Now.  the  question  was  whether  that 
was  nn  usual  or  unusual  procedure. 

Mr.  Dorr,  As  the  work  has  approached  a  conclusion,  and  as  it  has 
Iteen  felt  that  it  was  very  essential  to  take,  if  anything,  rather  more 
care  with  the  review  of  the  work  of  the  district  Imards,  and  at  the 
same  time  to  avoid  delays  which  result  from  the  transmission  of 
papers 

Mr.  Graham  (interposing).  I  understand  that,  Mr.  Dorr 

Mr.  Dorr  (continuing) .  And  for  that  reason  in  this  case — and  it 
would  be  the  practice  which,  while  I  think  not  herptoforc  followed; 
I  do  not  know  whether  it  has  ever  been  followed  before;  that  is,  I 
do  not  know  whether  an  award  has  actually  been  signed  in  the  dis- 
trict, with  the  exception  of  certain  partial  awards — it  is  the  practice, 
and  has  been,  and  there  have  been  a  great  many  instances  of  it,  where 
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partial  awards  have  been  made  in  the  districts  without  the  papers 
being  s«it  to  Washington. 

A^.  Graham.  Yes,'  out  the  thing  we  want  to  know,  Mr.  Dorr,  is 
this:  We  have  been  informed  by  several  men  who  had  to  do  with 
this  matter  that  this  is  the  only  case  they  knew  of  where  anything 
of  this  kind  was  done.   Do  you  Know  of  any  other  easel 

Mr.  Dorr.  I  think  it  is  the  only  case  that  I  know  of  in  which  the 
Ordnance  Bureau  board  has  formally  acted  through  a  representative 
who  was  not  actually  physically  in  Washington;  but  I  won't  say 
that  for  sure. 

Mr.  Graham.  Did  you  know  Col.  McFarland  was  going  out  repre- 
sentingthe  bureau  board! 

Mr.  DOBR.  As  I  recall  it,  about  that  time  I  had  a  talk  with  Gen, 
Williams,  in  which  we  were  discussing  the  importance  of  cleaning 
up  the  settlement  work  and  methods  which  could  be  used  in  doing  it, 
and  I  think  I  referred  to  the  fact  that  I  had  sent  Col.  Reeves  and 
members  of  the  technical  advisory  section  to  go  out  there  and  look 
the  thing  over  on  the  spot,  and  t  thought  that  by  that  method  the 
matter  could  be  expedited,  and  I  think  at  that  time  Gen.  Williams 
mentioned  that  Huf;hes  had  been  in  to  see  him  and  that  he  had  sent 
some  one  out  from  Ordnance;  and  I  am  not  sure  whether — I  remem- 
ber Col.  Reeves  saying  to  me  that  some  one  ought  to  go  out  from 
the  Ordnance  Bureau  Board,  and  I  said,  "  Yes;  surely." 

Mr.  Graham,  Did  you  know  they  were  going  to  go  out  there  and 
allow  that  claim  there! 

Mr.  Dorr.  Allow  it  there! 

Mr.  Graham.  Yes. 

Mr.  Dorr.  I  do  not  think  that  matter  crossed  my  mind  one  way  or 
the  other.  I  would  not  have  had  any  objection  to  it  being  done  if 
the  ordnance  board  saw  fit  to  do  it  that  way.  As  far  as  Col.  Reeves 
was  concerned,  I  felt  he  would  be  much  more  competent  to  pass  on 
that  claim  there,  after  having  been  on  the  ground  and  seen  the  thing, 
than  h«  would  if  he  were  in  Washington,  and  he  had  authority  to  do 
it  in  either  event ;  and  as  to  what  the  Ordnance  Bureau  board  felt  it 
would  do  in  the  matter  was  a  thing  which  was  for  them.  I  am  quite 
sure  it  was  the  practice. 

Mr.  Graham.  What  was  the  particular  necessity  for  adopting  this 
unusual  measure  in  this  particular  claim!    What  was  the  ideal 

Mr.  Dorr.  The  idea  of  it! 

Mr,  Graham.  Yes. 

Mr.  Dorr,  It  was  simply  this:  This  was  a  claim  on  which  there 
had  been — it  was  of  considerable  size,  as  I  understood  it,  and  one 
which  involved  the  disposition  of  some  Government  facilities,  and  I 
felt  that  it  should  receive  on  those  points,  points  on  which  I  was 
particularly  interested — that  it  should  receive  particular  attention. 

Mr.  Graham.  But  it  did  not  receive  as  much  attention  as  most 
any  ordinary  claims,  did  it! 

Mr.  Dorr.  It  received  more.  In  this  case— ordinarily,  the  action 
taken  bv  boards  in  Washington  is  based  merely  on  the  paper  re- 
ports of  the  recommendations  of  the  men  in  the  field.  In  this  case 
there  was  not  only  that,  but  the  actual  inspection  by  members  of 
both  the  Ordnance  Bureau  board  and  War  Department  Claims 
Board,  and,  in  addition,  the  inspection  by  a  competent  ene^n^k'* 
who  had  no  connection  with  the  ordnance,  simply  was  calle 
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look  after  that  particular  thing  and  pass  judgment  on  that  value  of 
the  building. 

Mr.  Graham.  Do  you  know  how  much  inspection  they  gave  itS 

Mr.  DoBH.  Why,  I  imagine 

Mr.  Graham  (mterposing).  Do  you  know! 

Mr.  Dorr.  No  ;  I  do  not. 

Mr.  Gbaham.  Do  you  know  whether  or  not  any  engineers  were 
out  there  with  them ! 

Mr.  Doer.  My  information  is  that  a  Mr.  Sofberg  went  out  for  con- 
sultation with  regard  to  the  salvage  of  equipment  or  of  material, 
and  that  a  Mr.  Hodge  went  to  Chicago  at  the  direction  of  our 
board  or  of  a  member  of  it.  Col.  Reeves  or  Mr.  Goodale  went  to 
Chicago,  from,  1  think,  somewhere  in  the  West 

Mr.  Graham,  Now,  let  me  see  if  I  understand  you  correctly. 
You  found  it  was  necessary  to  expedite  this  matter  because  of  the 
Government's  special  facilities  which  were  there  f  Was  that  one  of 
the  reasons! 

Mr.  Dorr.  No;  not  to  ex|>edite  it,  but  to  give  it  an  inspection; 
and  to  my  mind,  I  thought  if  that  were  going  to  be  done  it  ought 
to  be  done  promptly. 

Mr.  Graham.  Ordinarily  this  bureau  board  in  Washington,  then, 
in  vour  judgment,  simply  gives  a  paper  inspection  of  the  claim  ? 

Mr.  Dorr.  No;  I  won't  say  that;  they  give  an  inspection  of  the 
papers  and  form  their  judgment. 

Mr.  Graham.  From  the  papers! 

Mr.  Dorr.  Ordinarily  from  the  papers. 

Mr.  Graham.  Well,  is  not  that  about  what  I  said! 

Mr.  Dorr.  But,  in  the  event  that  from  those  papers  they  feel  a 
further  inspection  should  be  made,  they  may  do  that  or  they  might 
simply  sena  the  papers  back. 

Mr.  Graham.  How  many  are  on  that  Ordnance  Board! 

Mr.  Dorr.  How  many! 

Mr.  Graham.  Yes. 

Mr.  Dorr.  Oh,  I  think  they  have  eight  or  nine  members. 

Mr.  Graham.  They  all  have  a  chance  to  look  at  the  claims  filed  ? 

Mr.  Dorr.  They  all  have  a  chance  to,  and  a  great  many  of  them, 
as  I  understand  it,  are  circulating  throiigh  the  districts,  supervising 
tJie  work  of  those  districts,  ttnd  very  frequently  settling  claims  in  the 
field.  It  has  been  absolutely  essential  in  order  to  get  the  work  done 
that  there  be  decision  on  points  as  they  arise  in  the  course  of  settle- 
ment. 

Mr.  Graham.  Let  me  see  whether  I  understand  you  right.  The 
gist  of  your  testimony,  as  I  get  it,  is  that  you  received  your  first 
information  about  this  and  your  first  suggestion  from  Col.  Harri- 
son, and,  acting  on  his  suggestions,  you  based  what  you  did  in  follow- 
ing that;  is  that  correct! 

Mr,  Dorr.  No;  I  based  what  I  did  in  the  matter  on  the  policy 
which  I  conceived  should  bo  followed  where  special  facilities  werq 
involved. 

Mr.  Graham.  Well,  special  facilities  were  involved  at  almost  every 
ordnance  claim,  were  thev  not? 

Mr.  Dorr.  I  snv  "special  facilities"  where  there  was  Government 
building  of  considerable  amount. 
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Mr.  Graham.  That  was  involved  in  something  like  2,000  different 
claims,  was  it  not,  and  you  never  did  this  in  any  other  case,  did  yout 

Mr.  DoRB.  Oh,  ves. 

Mr.  Graham.  In  what  other  case,  Mr.  Dorr,  did  this  procedure 
prevail! 

Mr.  DoBH.  YoH  mean  of  sending  peot>le  out  into  the  field? 

Mr.  Ghaham.  Yes ;  to  pass  on  the  claim  there. 

Mr.  DoKH.  To  pass  upon  it! 

Mr.-  Gkaham.  Yes;  a  bureau  board  and  u  representative  of  the 
War  Department  Claims  Board  should  pass  on  it  in  the  field  and 
make  a  final  award. 

Mr.  DoRB.  Of  course,  there  was — at  the  time  that  they  left  Wash- 
ington— the  question  of  mt^ng  an  award  in  the  field,  so  far  as  I  was 
concerned,  had  not  arisen. 

Mr.  Graham.  You  did  not  know  they  were  going  to  do  it! 

Mr.  Dorr,  Why,  of  course  not,  because  you  could  not  tell  what  the 
conclusions  would  be,  whether  there  would  be  any  award ;  but  Col. 
Reeves  had  absolute  authority  to  do  it ;  it  was  his  authority,  and  his 
authority  is  not  limited  to  action  in  Washington ;  and  if  they  came 
to  that  conclusion  there  and  if  McFarland  was  authorized  to  approve 
for  the  Ordnance  Bureau  Board,  and  I  assume  he  was,  why,  it  would 
be  entirely  immaterial  whether  the  actual  papers  were  signed  in  Chi- 
cago or  signed  in  Washington.  As  I  say,  there  is  authority  now  in 
the  districts  to  make  partial  awards  to  a  very  considerable  extent, 
and  has  been. 

Mr.  Graham.  The  procedure  ordinarily  is  this,  is  it  not,  that  it  is 
passed  on  by  the  district  claims  board,  and  then  the  claim  is  sent  to 
the  Bureau  Ordnance  Board,  and  then  it  is  passed  on,  and  finally 
goes  to  the  War  Department  Claims  Board ;  that  is  the  procedure,  is 
it  not! 

Mr.  Dorr.  In  the  case  of  partial  payments,  no;  in  the  case  of  par- 
tial payments. 

Mr.  Graham.  We  are  speaking  of  the  final  claim. 

Mr.  Dorr.  That  is  the  place. 

Mr.  Graham.  This  is  an  entirely  safe  procedure,  too,  is  it  not, 
because  it  gives  two  boards  of  review  the  chance  to  revise  and  review 
the  work  of  the  lower  board ;  do  you  think  that  is  a  good  practice ! 

Mr.  Dorr.  That  is  the  practice,  as  I  understand  it,  which  was  fol- 
lowed in  this  case. 

Mr,  Graham.  Well,  it  was  not,  as  a  matter  of  fact,  unless  you  say 
that  when  Col.  McFarland  and  Col,  Reeves  went  to  the  district  and 
itcted  on  it  there  that  they  were  acting  on  these  two  boards. 

Mr.  Dorr.  Well,  Col.  Reeves  certainly  was,  and  I  assume  that  Col. 
McFarland  was  also, 

Mr.  Graham.  So  you  think  it  went  through  the  three  boards  at 
Hammond,  Ind..  or  Chicago,  where  they  passed  on  it! 

Mr.  Dorr.  Chicago!  It  certainly  went  through  the  War  Depart- 
ment Claims  Board  in  precisely  the  way  in  which  its  procedure  con- 
templates, namely,  its  representative  passed  on  the  claim. 

Mr,  GRAirAM.  How  many  cases  had  Col.  Reeves  drawn  to  the  r* 
tricts  within  your  knowledge  and  there  signed  a  final  award! 

Mr.  Dorr.  This  is  the  only  case  which  I  know  of,  but  his  auth' 
to  do  so.  so  far  as  the  board  goes,  is  unquestioned. 
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Mr.  Jeffehis.  You  are  on  the  War  Department  Claims  Board,  are 
you? 

Mr.  DoHR.  Yes. 

Mr.  Jefperib.  What  position  do  you  hold  i 

Mr.  Dorr.  On  the  board  f 

Mr.  Jepperis.  Yes. 

Mr,  Dorr.  I  am  a  member  of  the  board,  and,  in  the  absence  of  the 
president  of  the  board,  I  am  acting  president  of  the  board. 

Mr.  Jefferis.  Who  constitutes  tne  War  Department  Claims 
Board  t 

Mr,  Dorr.  At  the  present  time? 

Mr,  Jefferis.  Yes. 

Mr.  Dorr.  The  Assistant  Secretary  of  War  is  the  president  of  it ; 
Oen,  Burr,  the  Director  of  Purchase,  Stora^  and  Traffic,  is  a  mem- 
ber— the  general  member;  I  am  a  member;  Mr.  Robert  C.  Goodale  is 
a  member ;  Col.  Delafield,  chairman  of  the  Board  of  Contract  Adjust- 
ment, is  a  member;  Mr.  Fairbanks  is  a  member — there  have  been  some 
changes  in  the  personnel  recently — Mr.  Marshall  is  a  special  member; 
Col.  Bowles  is  a  special  member;  Col.  Reeves  is  a  special  member; 
Col.  Dalton  is  a  special  member;  Col.  Schley  and  Col.  McKinney  are 
special  members. 

Mr.  Jefferis.  You  have  two  kinds  of  membership ! 

Mr.  DoBR,  Yes;  two  kinds 

Mr.  Jefferis.  What  are  they  called? 

Mr.  Dork.  Why,  they  are  called  members  and  special  members. 

Mr.  Jefferis.  Who  appoints  the  special  members? 

Mr.  Dorr.  Who  appoints  them? 

Mr.  Jefferis.  Yes. 

Mr.  Dorr.  They  are  appointed  by  the  Assistant  Secretary  and. 
in  his  absence,  by  me — that  is,  when  he  was  abroad  I  was  acting  presi- 
dent of  the  board. 

Mr.  Jefferis,  Who  appoints  the  regular  men? 

Mr.  Dorr.  The  Assistant  Secretary. 

Mr.  Jefferis.  Then,  as  I  understand  it,  the  War  Department 
(/laims  Board  has  passed  a  resolution  which  authorizes  a  single 
member,  who  may  be  a  regular  member  of  the  claims  board  or  a 
special  member,  to  act  in  settling  the  claims  of  the  board;  is  that  it? 

Mr.  Dorr.  Well,  that  does  not  mean  that  Col.  Beeves,  for  instance, 
could  not  sign  an  award  for  the  ordnance ;  it  would  mean  that  Mr. 
Marshall  could  sign  an  award  in  ordnance,  but  Col.  Reeves  can  sign 
an  award  in  ordnance  and  Col.  Dawson  can  sign  an  award  in  om- 
nance. 

Mr.  Jefferis.  He  would  stick  to  ordnance. 

Mr.  Dorr.  Col.  Fairbanks  could  not;  he  could  not  sign  any  award 
at  all. 

Mr.  Jefferis,  We  will  stick  to  ordnance.  As  I  understand  it,  the 
War  Department  Claims  Board,  by  resolution,  has  authorized,  we 
■will  say,  a  special  member  of  the  ^Var  Department  Claims  Board 
in  Ordnance  to  settle  a  claim,  and  his  act  is  supposed  to  be  the  act 
of  the  board;  is  that  right? 

Mr.  Dorr.  He  acts  for  the  board  in  his  approval  of  the  Ordnance 
claims  and  in  the  making  of  awards  in  Ordnance. 
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Mr.  jEFF£Bia.  Then,  as  a  matter  of  fact,  there  is  no  action,  you 
might  say,  by  the  board,  a  number  of  gentlemen,  but  only  in  this 
■vay  by  a  single  representative  doing  it? 

Mr.  Dorr.  That  is  true  of  all  claims  except  those  which  the  special 
inember  refers  to  the  board  for  its  instinictions  or  to  the  standing 
-conmiittee  for  its  instructions.  There  are  cases  where  the  special 
member  may  be  doubtful  about  the  settlement  arrived  at  by  the 
board,  and  there  may  be  cases  in  which  he  is  in  disagreement  with 
the  bureau  board,  and  in  those  cases  he  may  bring  it  before  the 
board  as  a  whole  for  its  action.    Those  cases  are  not  numerous. 

Mr.  Jefperis.  But  if  the  special  committee  member  that  has  been 
-designated  bv  the  War  Department  Claims  Board  approves  a  settle- 
ment, why,  then,  it  never  gets  before  the  whole  board  at  all  I 

Mr.  Dorr.  No;  that  is  as  I  explained — any  other  procedure  would 
seem  that  the  work  could  not  be  done  by  a  single  supervising  agency. 
The  principle  upon  which  the  board  is  estabnshed  is  primarily  the 
■determination  of  general  policies. 

Mr.  Jefperis.  What! 

Mr.  Dorr.  As  a  board,  the  board  determines  general  policies. 

Mr.  Jefferis.  It  just  determines  general  policies  and  designates 
individuals? 

Mr.  Dorr.  To  see  that  they  are  carried  out. 

Mr.  Jefferis.  To  see  that  they  are  carried  out  ? 

Mr.  Dorr.  Yes;  Uiat  is  it. 

Mr.  Jefferis.  So,  as  a  matter  of  fact,  there  is  not  any  board  or 
-court,  as  you  might  say,  that  takes  the  findings  or  recommendations 
■of  the  special  member  of  the  War  Department  Claims  Board  and 
passes  on  it  officially? 

Mr.  Dorr.  No. 

Mr.  Jefferis.  Is  that  true  of  the  Ordnance  Bureau  Board  here 
in  Washington,  also? 

Mr.  Dorr.  That  I  can  not  speak  with  positiveness  of.  I  under- 
stand, however,  that  except  in  cases  where  a  representative  is  sent 
in  which  he  failed  to  decide  some  questions  or  to  make  decisions 
that  there  the  matter  is  presented  to  a  group  of  members — not  all 
the  members;  that  is,  I  do  not  believe  mat  their  rules  require  all 
nine  members,  or  I  do  not  know  whetlier  they  require  five  of  those 
present  at  a  meeting  to  do  business,  because  one  of  the  functions  of 
ihe  members  is  to  go  out  into  the  field  and  supervise  the  work  that 
is  going  on  there  and  give  instructions  and  help  and  assist. 

Mr.  Jefferis.  M'ho  was  that  desigated  Col.  Hughes  to  go  out  to 
Chicago  and  take  up  this  Standard  Steel  Car  Co.  claim? 

Mr.  Dorr.  My  understanding  is  tliat  Col.  Hughes  was  designated 
to  go  to  Chicago  as  ordnance  officer  in  that  department.  I  am  not 
positive  about  that;  I  am  merely  giving  you  my  undei'standing ;  and 
that,  being  in  Chicago,  they  felt  that  his  services  could  be  made  use 
■of  in  the  district  board. 

Mr.  Jefferis.  Who  really  sent  him  out  there? 

Mr.  Dorr.  I  suppose  the  Chief  of  Ordnance. 

Mr.  Jefi-eris.  You  do  not  know  that  personally? 

Mr.  Dorr.  Only  except  he  is  nn  ordnance  officer  and  orders  to 
ordnance  officers  come  from  the  Chief  of  Ordnance. 

Mr.  Jefferis,  You  do  not  know  when  he  was  sent  out  first  ? 
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Mr.  DoBB.  Why,  my  impression  is  some  time  last  summer,  but  it- 
may  have  been  earlier. 

Mr.  Jepferis.  Do  you  know  whether  he  was  sent  out  tor  any  par- 
ticular reason  or  not? 

Mr,  DoBB.  Why,  he  was  sent  out,  as  I  understand  it,  as  ordnance- 
officer  for  that  department.  That  is  what  I  heard,  when  I  first  heard 
of  his  being  sent  out  there  that  is  what  I  understood  were  his  duties. 

Mr.  Jefferib.  As  I  understand  you,  Col.  Arison,  so  you  under- 
stood, was  at  the  head  of  the  claims  board  in  Chicago.  The  bureau: 
claims  board  came  to  your  office  some  two  weeks  before  you  had  the- 
talk  with  Col.  Hughes,    What  did  he  tell  you  at  that  time? 

Mr.  DoBR.  Why,  I  am  not  sure  what  was  the  immediate  occasion 
of  his  coming  to  my  office,  except  that  district  chiefs  when  they  are 
in  town  very  frequently  did  drop  in.  But  I  do  not  think  that  it  was 
about  the  Standard  Steel  Car  case.  The  discussion  of  the  Standard 
Steel  Car  case  came  up  incidentally  through  my  inquiry  addressed 
to  him  as  to  the  cases  which  were  still  pending  in  the  district  in 
which  there  would  be  occasion  to  dispose  of  Government-owned' 
plants;  that  is,  where  the  Government  had  paid  for  the  plant,  and 
that  was  one  of  the  cases  which  he  spoke  of  at  that  time ;  and  there- 
being  present  two  engineers,  very  naturally  there  was  a  discussion, 
and  he  then  being  engaged  in  endeavoring  to  sell  it,  there  was  a 
discussion  as  to  trie  offers  which  had  been  made— I  do  not  know 
whether  an  offer  had  been  made  ftt  that  time — but  discussion  as  to  the- 
value  of  the  plant  to  sell. 

Mr.  Jeffebis.  But  he  told  you  he  had  reached  a  settlement? 

Mr.  Dorr.  Col.  Arison? 

Mr.  Jefteris.  Yes. 

Mr.  DoBB.  No;  he  told  me  he  had  reached  a  settlement  as  to  tho- 
other  features,  but  not  as  to  the  disposition  of  the  Government- 
owned  property;  that  that  was  in  negotiation.  He  said  they  had 
reached  an  agreement  as  to  the  other  items  of  the  claim. 

Mr.  Jefperis.  What  items,  for  instance? 

Mr.  DoBB.  I  suppose  that  que.'rtion  of  tlie  basis  on  which  remunera- 
tion should  be  paid  to  the  contractor — I  suppose  that;  he  did  not 
mention  it.  But  that  would  be  naturally  one  of  the  items  whichr 
would  be  considered. 

Mr.  Jepferis.  Do  you  remember  any  of  the  items  that  he  snid  they" 
nad  reached  an  agreement  on? 

Mr.  DoRB.  He  did  not  go  into  a  question  of  items  when  he  said* 
that  they  had  reached  an  agreement  on  the  settlement  of  the  claint 
other  than  the  questions  of  whether  they  would  dispose  to  the  con- 
tractor of  the  building  and  certain,  as  I  understood  it,  equipment  or 
other  materials  which  the  Government  hnd  paid  for.  T  understood 
that  he  had  reached  an  agreement  as  to  all  other  items  of  the  clnim, 
hut,  as  I  say,  that  is  my  inference;  he  did  not  go  into  detail  on  that 
point. 

Mr.  Jefferis.  Do  you  understand  that  was  an  agreement  that  he 
had  reached  personally  ? 

Mr.  Dorr.  Oh.  no;  I  assumed  that  that  was  an  agreement  which 
had  been  reached,  if  not  formally  reached,  at  any  rate  informally^ 
and  approved  by  the  district  board  and  various  members  of  it. 

Mr,  Jeffebis.  When,  two  weeks  later.  Col.  Hughes  came  in,  what 
did  he  say  to  you  ? 
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Mr.  DoRB.  He  stated  that  they  had  now — not  onl;  that  they  were 
in  agreement  as  to  the  settlement  of  the  claim  as  such,  but  also  that 
the  district  had  come  to  its  conclusion  as  to  what  was  a  proper  price 
At  whicli  to  turn  over  the  Government-owned  plant  and  machinery 
or  equipment,  whatever  it  was,  to  the  contractor,  and  desired  to  get  a 
•decision  as  to  whether  or  not  that  would  be  acceptable. 

Mr.  Jef»'ebi9.  Did  he  say  what  it  was'i 

Mr.  DoRB.  What  the  prices  were  ^ 

Mr.  Jefferis.  Yes. 

Mr.  Dorr.  I  think  very  probably,  but  I  do  not  recall ;  I  think  very 
probabh'  he  did. 

Mr.  Jefp£R18.  Who  was  present  that  time^ 

Mr.  Dorr.  When  he  stated  that? 

Mr.  Jeffebis.  Yes. 

Mr.  DoRB.  Why,  I  suppose — I  do  not  know  ^rhether  Mr.  Steever 
"Was  in  my  room;  he  is  attached  to  the  board,  and  I  do  not  know 
■\vliether  he  was  in  the  room  or  not,  and  I  do  not  know  whether  Col. 
Keeves  was  there  or  not. 

Mr.  Jefferib.  Was  Mr.  Corey  there? 

Mr,  Dorr.  No. 

Mr.  Jeffebis.  Was  Mr.  Jenks? 

Mr.  Dorr.  No. 

Mr.  Jefferis.  Was  there  anyone  with  Col.  Hughes? 

Mr.  Dorr.  At  that  time?  No  one  came  with  nim  into  my  office; 
I  do  not  know  whether  others  were  in  the  building  or  not;  I  did  not 
see  them. 

Mr.  Jefferis,  Was  he  anxious  that  they  should  have  a  decision 
right  away? 

Mr.  Dorr.  He  felt  that  a  good  adjustment  had  been  effected,  and 
that  it  was  important  to  stop  the  e.\pQnse  which  inevitably  attends 
the  delay  in  the  settlement  of  a  claim. 

Mr.  Jefferis.  Did  he  request  that  you  send  anybody  else  tliei-e  ? 

Mr,  Dorr.  No;  I  do  not  think  he  did.  I  think  that  Col,  Hughes 
anticipated  that  the  matter  would  be  disposed  of  immediately  in 
Washington,  and  I  think  that  that  was  what  he  desired,  and  I  think 
that  the  snggesion  of  making  this  special  examination  came  from  me. 

Mr.  Jefferis.  Did  Col.  Hughes  nave  witli  him  any  figures  or  any 
jiapers  at  that  time  to  show  you? 

Mr.  Dorr.  He  said  that  he  had  been  down  to  the  Ordilance  Bureau 
Board  or  was  going  back  there,  I  do  not  know  which,  and  I  think  he 
liad  probably  been  there  already  and  had  undoubtedly — oh,  I  do  not 
know  whether  he  said  hp  had  papers  or  not ;  I  suppose  he  did.  I  did 
Tiot  look  at  the  claim.  My  conversation  with  Col.  Hughes,  I  imagine, 
took  place  in  15  or  20  minutes  nt  the  outside. 

The  tiling  I  was  interested  in  was  in  making  the  arrangement  by 
which  a  prompt  determination  could  be  reached  as  to  whether  or  not 
that  plant  was  or  was  not  going  to  be  turned  over  to  the  Standard 
Steel  Car  Co.;  if  it  was  not,  it  was  important  immediately  to  put 
it  in  the  hands  of  the  director  of.  sales  to  sell. 

Mr.  Jefferis.  That  is  what  he  wanted  to  see,  was  it  not? 

Mr.  DoBB.  Yes. 

Mr.  Jefferis.  Did  he  show  vou  any  papers  or  go  into  detail  abr 
it? 
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Mr.  Dorr.  I  imagine  lie  wns  prepared  to.  But  it  whs  not  a  thinp 
which  I  felt  I  could  go  into  in  detail  very  profitably  about.  I  do- 
not  go  into  details  of  settlements  of  claims ;  I  do  not  feel  particularly, 
on  a  thing  like  that,  that  my  judgment  is  a  thing  which  I  feel  is  of 
value.  I  feel  my  function  in  the  matter  is  to  see  that  people  who  are- 
competent,  and  whose  judgment  is  good,  look  into  it,  and  for  that 
reason  I  desired  that  Col.  Reeves,  in  whom  I  have  every  coniidence 
as  a  broad-gauged  man  with  sound  judgment,  should  go  out  and  look 
over  the  thing  as  a  whole,  and  that  Mr.  Sofberg 

Mr.  Jefferis  (interposing).  Did  Col.  Hughes  suggest  Col.  Reeves? 

Mr.  Dors.  No;  I  do  not  think — I  am  sure  he  did  not;  no,  I  did. 

Mr.  Jefferis.  What  is  that? 

Mr.  Dorr.  No:  I  am  sure  lie  did  not. 

Mr.  Jefferis.  You  suggested  him,  did  you  ? 

Mr.  Dorr.  Yes ;  as  the  senior  of  our  special  members  in  ordnance, 
and  a  man  in  wliom  the  secretary,  I  know,  has  very  great  confidence 
and  in  whom  I  have  great  confidence, 

Mr.  Jefferis.  Did  you  give  him  instructions  as  to  what  lo  do  out 
there? 

Mr.  DoEB.  Whv,  I  recall  this — I  do  not  know  whether  it  was  in 
connection  with  Col.  Beeves  or  not — but  I  am  quite  sure  that  I  told 
him  that  I  thought  an  engineer  ought  to  go  out  to  look  at  the  ques- 
tion from  the  value  of  the  plant ;  and  our  first  thought  was  Mr.  Good- 
rich, with  whom  Col.  Anson  had  had  some  talk  when  he  was  on 
before,  and  of  whom  we  were  making  some  use  in  that  connection  j 
and  the_y  tried  to  get  Mr.  Goodrich,  but  Mr.  Goodrich — could  not 
reach  him;  I  think  he  was  in  the  Adirondacks. 

And  I  also  said  I  tliought  they  ought  to  have  somebody  on  th& 
equipment  value  of  it,  and  they  selected — that  was  taken  up  with  Col. 
Reeves  by  the  technical  advisory  people,  and  they  chose  Mr.  Sofberg, 
a  man  who  is  acquainted  with  factory  equipment  and  its  values,  and 
I  do  not  know  if  Col.  Reeves  selected  him  or  who  selected  him.  I  do 
not  think  I  did. 

Mr.  Jefferis.  Do  you  know  how  Col.  Hughes  happened  to  coma 
down  here  at  that  timet 

Mr.  Dorr.  I  have  no  information  at  all,  except  that  I  assume  that, 
the  matter  having  reached  the  stage  where  the  district  had  gone  as 
far  as  it  could  without  approval  from  Washington 

Mr.  Jefferis  (interposing).  It  had  not  made  any  official  awards 
had  it? 

Mr.  Dorr.  Well,  they  did  not  make  an  official  award ;  they  mak& 
recommendations.  I  do  not  know  in  what  form  Uie  papers  were;  I 
did  not  go  into  tlie  question  of  papers. 

Mr.  Jefferis.  Do  you  know  whether  they  had  any  papers? 

Mr.  DoRB.  I  do  not  know;  no,  Mr.  Jefferis;  because  I  did  not  ask. 
But  I  assume  he  had. 

Oh,  just  one  other  thing:  You  asked  whether  any  directions  were 
given  to  Col.  Reeves.  As  I  recall  it,  I  was  informed  that  they  could 
not  get  Mr.  Goodrich,  and  they  perhaps  simply  took  Mr.  Sofberg,. 
since  he.  as  a  manufacturer,  had  a  worting  knowledge  of  the  value 
of  manufacturing  buildings,  etc.,  and  I  said,  "I  thjnk  you  better  try 
to  get  some  man  who  knows  the  building  end."  And  another  man 
whom  we  had  not  used  prior  to  that  time,  but,  indeed,  we  felt  if  w© 
could  get  we  would  have  entire  confidence  in,  was  a  Mr.  Hodge,  who 
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had  formerly  been  in  the  Engineers,  who  was  an  engineer  of  very 
high  standing,  and  he  was  formerly  a  public  service  commissioner  in 
the  State  of  New  York ;  and  it  was  ascertained  that  Mr.  Hod^  was 
not  in  New  York,  but  was  in  Arkansas,  and  he  was  communicated 
with  there,  and  at  our  rather  urgent  request  went  up. 

Mr,  Jeffehis.  Act'ordingto  the  policy  that  was  inaugurated  by  this 
War  Department  Claims  Board,  you  do  not  permit  unfinished  ma- 
terial or  buildings  to  be  sold  to  anyone  other  than  the  contractor,  do 
you,  unless  it  is  turned  over  to  tne  salvage  board,  and  then  they 
sell  itt 

Mr.  Dorr.  The  practice  is  that  if  a  sale  can  be  effected  to  the  con- 
tractor on  a  basis  which  gives  the  Government  what  it  regards  as 
value  of  the  property,  that  then  it  is  disposed  of  in  the  settlement  of 
the  claim.  If  the  contractor  refuses  to  make  any  offer,  as  is  very  fre- 
quently the  case,  or  if  his  offer  is  regarded  as  not  suflSciently  faigh^ 
why,  then  the  property  is  turned  over  to  the  director  of  sales  lor 
disposition. 

Mr.  Jbfferis.  In  other  words,  the  claims  board  can  not  sell  it  to 
anybody  else,  even  if  they  could  get  three  times  what  the  contractor 
would  offer  for  itt 

Mr.  Dork.  But,  of  course,  the  relationships  between  the  claims 
organization  and  the  sales  organization  are  very  close.  The  director 
of  sales  is  also  assistant  director  of  munitions,  and  as  such  his  asso- 
ciations with  the  Assistant  Secretary,  who  has  charge  of  both  mat- 
ters, are  most  intimate  and  natural. 

Mr.  Jefferis.  That  is  the  theory  of  it;  at  least,  they  should  be 
close  to  the  claims  board! 

Mr.  Dorr.  Well,  they  are  directed  to  be,  and,  further,  it  works  out 
more  closely  than  that  all  along  down  the  line,  you  see,  Mr.  Jefferis. 
In  the  first  place,  for  instance.  Ordnance;  there  they  have  a  sales 
organization  and  claims  organization.  I  understana  the  chairman 
of  the  claims  board,  Gen.  Pierce,  is  Assistant  Chief  of  Ordnance,  and 
he  is  also  very  intimately  connected  with  the  salvage  ordance.  And 
so  when  you  get  out  in  the  districts  your  district  caiet,  who  is  ordi- 
narily the  head  of  the  claims  organization,  also  has  under  him  the 
sales  organization.  So  that  the  two — of  course,  nothing  ever  does 
work  perfectly  in  the  way  of  organization  machinery.  But  so  far  as 
the  layout  goes  which  would  ordinarily  secure  cooperation,  I  think  wo 
have  it. 

Mr.  Jeffebis.  Then  when  the  contractor  has  special  facilities  or 
unfinished  material  and  wants  to  settle  his  claim,  there  are  only  two 
alternatives  open  to  the  Government  under  your  policy,  namely,  to  sell 
it  to  the  contractor  or  else  turn  it  over  to  the  salvage  board. 

Mr.  Dorr.  Yes.  Of  course,  what  frequently  takes  place  is  that 
before  disclosing  of  it  to  the  contractor,  it  is  offered  around  to  see 
whether  it  is  possible  to  find  a  buyer. 

Mr.  jEPFBBia.  There  is  not  much  use  in  offering  it  around  if  you 
can  not  sell  it. 

Mr.  Dorr.  Oh,  well,  if  any  one  can  be  found  who  would  buy  it,  it 
can  be  sold  to  salvage  at  a  desirable  price. . 

Mr.  Jf-fferih,  The  ca.se  out  there  at  Chicago  of  the  Standard  Steel 
Car  Co.,  I  understand  they  had  an  offer  three  or  four  times  what  they 
sold  it  at  to  the  Standard  Steel  Car.  Co.    Why  was  it  not  turned  over 
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to  the  salvage  department  t  Was  the  salvage  department  consulted 
as  to  that  o^r ! 

You  say  they  are  intimately  connected.  I  want  to  know  whether 
they  fuBctioot 

Mr.  DoRB.  What  would  be  the  ordinary  practice,  and  what  I  as- 
sume did  happen  in  that  case,  where  such  an  offer  came  in,  the  salvage 
department  would  be  consulted  as  to  whether  they  regarded  that  offer 
and  the  offer  of  the  Standard  Steel  Car  Co.,  which  they  would  regard 
as  preferable. 

Mr.  Jefferis.  If  they  did  not  consult  the  salvage  board  and  an 
offer  was  made  for  this  material,  you  would  think  that  would  be  con- 
trary to  the  policy  and  spirit  of  the  board,  would  it? 

Mr.  DoHR.  I  do  not  know  that  there  have  been  any  instructions  by 
the  claims  board  to  communicate  offers,  any  particular  offers,  to  the 
salvage  board.  For  instance,  if  a  district  chief  regarded  the  offer 
that  came  into  the  claims  board  as  one  which  was  not  a  good  offer, 
for  the  reason  that  it  only  covered  part  of  the  materials  and  that  the 
expense  of  disposing  of  the  rest  through  salvage  methods  would  more 
than  counterbalance  any  difference  in  price,  as  may  have  been  the 
case  here — was  the  offer  which  you  speak  of  one  which  covered  all 
the  material ! 

Mr.  Jefferis.  Oh,  it  covers  what  was  given  away  as  scrap. 

Mr.  Dorr.  Well,  if  the  district  chief,  or  whoever  was  acting  director 
for  him,  felt  that  that  was  not  a  good  offer,  he  might  not  formally 
put  it  before  the  salvage  board. 

Mr.  Jefferis.  Mi^t  not^ 

Mr.  Dorr.  Might  not  and  might,  as  he  saw  fit. 

Mr.  Jefferis.  Consult  him! 

Mr.  DoRB.  The  district  chief? 

Mr.  Jefferis.  Yes. 

Mr.  Dorr.  I  can  conceive  of  cases,  where  the  offer  was  not  worthy 
of  paying  attention  to  he  might  not;  ordinarily  I  would  say  that  he 
would. 

Mr.  Jefferis.  Then  it  gets  down  to  pretty  near  that  propoL.i.ion ; 
do  they  not  consult  the  salvage  board,  or  even  the  district  claims 
board;  whoever  is  settling  claims  can  do  pretty  nearly  as  he  pleases? 

Mr.  Dorr,  Tlie  district  chief,  as  I  say,  it  would  be  a  very  extreme 
or  unusual  case  where  he  would  not  consult  with  the  claims  board 
and  salvage,  as  to  that  matter,  if  it  came  in. 

Mr.  Jefferis.  Why  did  you  not  adopt  the  policy,  Mr.  Dorr,  of 
permitting  people  to  buy  from  the  claims  board,  for  instance,  if  the 
claims  board  could  get  a  whole  lot  more  money  for  certain  parts  for 
the  Government  than  simply  by  dealing  with  the  contractor? 

Mr.  DoRB.  Than  by  deuing  with  the  contractor? 

Mr.  Jefferis.  Yes. 

Mr.  Dorr.  Wliy.  that  would,  in  effect,  have  made  the  claims  organi- 
zation— it  would  have  eliminated,  the  salvage  organization  if  that 
had  been  done,  or  if  they  had  been  charged  with  the  responsibility 
of  the  sales  and  had  only  one  organization. 

Mr.  Jefferis.  Suppose  you  had,  would  it  not  be  better  if  you 
could  get  more  monev  for  the  Government  in  actually  selling  this 
stuff? 

Mr.  Dorr.  The  rule  is  as  to  every  sale  by  the  claims  board,  that 
before  it  is  made  the  salvage  board  should  be  consulted  as  to  whether 
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the  price  which  would  be  obtained  from  the  contractor  is,  from  the 
judgment  of  the  salvage  board,  a  price  equal  to  or  better  than  that 
which  it  could  obtain. 

Mr.  Jefferib.  You  saj  that  is  the  rule? 

Mr.  Dors.  That  is  the  rule. 

Mr.  Jefferis.  Is  it  a  printed  rulet 

Mr.  Dorr.  Not  printea — I  imagine  it  is  printed;  that  is,  I  imagine 
it  is  printed  in  the  Ordnance  instructions.  I  do  not  know.  Those 
instructions  have  been  printed,  I  think,  mostly. 

Mr.-JEFFRBis.  Then,  if  that  had  not  been  done  in  any  particular 
place,  there  was  aomething  unusual  about  it  t 

Mr.  Dorr.  If  the  salvage  board  had  not  been  consulted! 

Mr.  Jeffxrib.  Yes. 

Mr.  Dorr.  It  would  be  unusual ;  that  is  the  rule  in  ordnance,  as  I 
understand  it.  Of  course,  where  you  have  the  same  personnel  en- 
gaged in  both  lines  of  work,  there  might  not  be  any  formal  consul- 
tation, because  a  man  in  capacity  as  member  of  the  claims  board  or 
member  of  the  salvage  bc«rd  would  know  what  he  knew  in  his 
capacity  as  a  member  of  the  claims  board.  But  the  general  mie  is 
also  is  you  would  expect  a  statement  that  the  salvage  ^ard  had  been 
consulted.  I  am  not  familiar  with  the  facta  of  this  case.  I  should 
if  the  ordinary  procedure  was  followed;  the  salvage  board  or  its 
members  would  be  familiar  with  the  offer  that  had  been  made  by 
the  Standard  Steel  Car  Co.  before  it  was  accepted,  and  I  assnme 
that  that  was  what  was  done  in  this  case;  I  do  not  know  anything 
about  it. 

Mr.  Jefferis.  Does  that  board  have  any  right  to  veto  or  put  a 
stop  to  the  claims  board  accepting  an  extraordinarily  low  bid,  or 
would  it  just  be  consulted  1 

Mr.  Dorr.  In  the  event  of  a  disagreement  in  judgment  between  the 
two,  why,  presumably  the  matter  would  come  down  to  Washington 
and  be  settled  by  the  bureau  board  down  here  or  by  the  representative 
of  the  bureau  board,  if  he  happened  to  be  on  the  spot. 

Mr.  Garrett.  Mr.  Dorr,  I  understood  you  to  state  that  at  some  time 
a  resolution  was  passed  by  the  War  Department  Claims  Board  au- 
thorizing an  individual  member  of  that  to  act  in  settlements  of  the 
award  i 

Mr.  Dorr.  Yes. 

Mr,  Garrfft.  Do  you  recall  about  what  time  that  resolution  was 
passed? 

Mr.  Dorr.  I  think  at  either  the  first  or  second  meeting  of  the  board. 
The  original  order  in  setting  up  the  board  designatea  the  Assistant 
Secretary  of  War  and  Gen.  Burr  and  myself  as  members,  and  also 
designated  Mr.  William  H.  Davis,  of  New  York,  as  special  member 
for  Ordnance;  Col,  McKinney,  I  think,  as  a  special  member  for 
Punhase:  and  also  gave  authority  to  the  Assistant  Secretary  to  ap- 
point special  members.  And  then  at  the  first  meeting  of  the  boanl, 
or  the  second  meeting,  a  resolution  was  passed  requiring  the  approval 
of  the  bureau  settlements  by  the  special  member  of  the  War  Deftart- 
ment  Claims  Board. 

Mr.  Garrett.  Well,  that  was  quite  a  while  ago,  I  suppose!! 

Mr.  DoRit  That  was  in  January  or  February,  1919,  and  tha' 
been  the  practice  since. 

Mr.  Garrett.  Then  that  was  1>efore  the  passage  of  the  Dent . 
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Mr.  Dorr.  That  was  passed  with  relation  to  the  settlement  of  valid 
contracts.  After  the  passage  of  the  Dent  Act  the  same  procedure  was 
adopted  with  regard  to  the  Dent  law  claims,  with  exception  that  in 
the  case  of  the  Dent  law  claims  the  awarded  is  recommended  by 
the  bureau  boards  and  made  in  the  name  of  the  War  Department 
Claims  Board  by  a  member. 

Mr.  Garrett.  But  the  authority  of  the  individual  member  is  sub- 
stantially the  same  in  both  classes  of  cases? 

Mr.  Dorr.  If  anything,  it  is  greater  in  the  case  of  the  Dent  law 
claims,  because  there  the  bureau  has  not  got  any  authority  to  take 
any  final  action.  The  final  action  is  necessarily  that  of  the  War  De- 
partment Claims  Board,  to  which  is  committed  that  duty.  So  that  in 
a  case,  for  instance,  as  the  case  of  this  Standard  Steel  Car  Co.,  the 
award  could  be  made  directly  by  the  War  Department  Claims  Board 
without  the  intervention  of'^any  other  agency;  it  is  not  made  that 
way,  but  could  be. 

Mr.  Garsbtt.  I  was  absent  from  the  committee  attending  a  session 
of  the  Rules  Committee,  and  I  do  not  want  to  go  over  ground  you 
have  already  covered,  and  if  I  do  ask  you  anything  that  has  been 
completely  covered  you  can  suggest  it. 

After  Col.  Reeves  returned  from  Chicago  on  the  occasion  of  the 
settlement  of  this  claim  did  he  report  to  you } 

Mr.  Dorr.  I  think  I  was  leaving  town,  but  I  think  before  I  went 
I  asked  him  how  they  made  out  out  there,  and  he  said  that  he  thought 
the  settlement  was  a  sound  one;  that  they  had  made  a  sound  settle- 
ment. I  do  not  recall  whether  I  bad  any  other  conversation  with 
him  about  that  or  not ;  I  was  away  about  two  weeks. 

Mr.  Garrett.  I  take  it,  you  have  no  persona]  familiarity  with  this 
claim.    Am  I  correct  about  that? 

Mr.  Dorr.  None;  except  as  to  tlie  point  which  I  spoke  of  to  the 
committee,  namely,  the  question  of  tne  amount  of  remuneration — 
that  is,  not  the  amount  of  remuneration,  but  as  to  the  method  of 
determining  remuneration — and  the  fact  that  all  of  the  Government 
officers,  so  far  as  I  know,  had  been  unwilling  to  accede  to  the  claims 
of  the  company;  and  I  assume  that  final  settlement — although  I  do 
not  know — proceeded  along  that  line,  and  the  only  other  familiarity 
I  allied  to  the  sale  of  this  (rovemment  property  came  up,  and  I  think 
very  probably  that  the  proposed  figures  were  mentioned. 

Mr.  Gahbett.  Was  it  ever  known  to  you  at  any  time  prior  to  the 
final  award  that  a  company  in  Chicago  had  made  a  bid  on  this 
salvage  material? 

.  Mr.  Dorr.  As  to  that,  I  am  not  entirely  clear  whether  I  heard  of 
that  after  or  at  the  time  of  one  of  these  conferences.  It  may  be  that 
it  may  have  been  mentioned  at  one  of  those  conferences;  I  do  not 
know.  I  recall  something  having  been  said  about  some  unsatisfactory 
bid  having  been  receivea  by  the  salvage. 

Mr.  Garrxit.  You  mean  from  a  concern  other  than  the  Standard 
Steel  Car  Co.? 

Mr.  Dorr.  Yes ;  I  recall  something  of  that  sort  being  suggested. 

Mr.  Garrett.  Do  you  know  who  said  that? 

Mr.  DoBR.  I  am  not  sure — if  I  did  not  learn  afterwards — it  did  not 
come  to  me  afterwards,  it  came  from  either  Col.  Arlson  or  CoL 
Hughes,  because  those  were  the  only  two  sources  that  I  can  think  of  I 
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might  have  heard  it,  because  those  were  the  only  two  with  whom  I 
conversed  about  that  general  subject. 

Mr.  Gabbett.  Did  you  inquire  what  the  amount  of  the  bid  was,  or 
do  you  recall  ? 

Mr.  DoRB.  I  did  not  go  into  the  question ;  it  was  not  a  thing  which 
I  was  in  a  position  or  could  pass  on,  and  it  was  one  of  those  things 
which  those  who  went  into  tne  question  of  passing  on  the  negotia- 
tions  naturally  passed  on.  My  judgment  on  it  would  not  have  had 
any  particular  value,  and  I  imagine  you  can  readily  understand  I 
do  not  go  into  the  adjustments  of  the  piirticular  plant. 

Mr.  (jAERBiT.  Do  you  know  whether,  after  the  return  of  Col. 
Reeves  and  Co),  Hughes,  either  before  or  after  the  issuance  of  the 
check,  any  move  was  made  toward  the  holding  up  of  the  check  pend- 
ing the  receipt  of  further  information? 

Mr.  Dorr.  I  did  not  know  of  it  until — I  do  not  know  that  I  know 
of  it  now — but  I  was  told  the  other  day  that  something  of  that  sort 
had  been  done. 

Mr.  Gabrett.  Did  you  learn  of  that  before  or  after  the  testimony 
was  given  before  this  committee} 

Mr.  DoRB.  Yes;  I  remember  now  the  first  intimation — in  fact,  the 
first  time  I  knew  an  award  had  actually  been  made  or  that  any  money 
had  been  paid  wa.s  when  I  was  away  from  Washington  and  saw  a 
clipping  in  the  paper  as  to  the  testimony  of  witnesses  before  this 
committee,  and  on  my  return  I  inquired  as  to  that. 

Mr.  GAitRErr.  I  might  say  for  your  information  that  the  testimony 
before  this  committee  is  that  the  award  of  the  Chicago  ('laims 
Board — the  formal  award — was  made  on  the  26th  of  September,  and 
the  award,  which  was  signed  by  Col.  Reeves  and  Col.  McFarland,  waa 
made  on  the  same  date,  and  Col.  Hughes  and  those  gentlemen  came 
immediately  to  Washington,  and  the  check  was  issued  and  ca.shed 
within  four  days. 

You  never  visited  this  plant,  did  you ! 

Mr.  DoBR.  No ;  I  do  not  know  anything  about  it.  The  only  infor- 
mation I  ever  had  about  the  thing  was,  I  think,  somewhere  in  1917 
a  question  of  some  housing  came  up,  as  to  whether  some  bousing 
should  be  put  in  there,  and  a  question  as  to  whether  the  Ordnance 
Depai'tment  should  do  it  or  not,  and  I  think  I  ruled  they  could  not 
do  it  under  the  law,  that  it  would  have  to  be  done  by  the  housing 
corporation. 

Mr.  Garreit.  Did  Col.  Beeves  know  at  the  time  he  left  that  Mr. 
Hodge — I  have  forgotten  his  rank — Col.  Hodge — was  to  come  up  to 
Camp  Pike! 

Mr.  Dorr.  I  do  not  recall  that.  I  did  not  arrange  personally  for 
Col.  Dodge  to  go  up  there;  it  was  arranged  either  by  Col.  Iteeves 
or  by  Mr.  Goodale,  and,  I  think,  by  Mr.  Goodale:  and  whether  the 
arrangements  were  completed  before  Col.  Reeves  left  or  not  I  do  not 
know.  I  think  Col.  Reeves  planned  to  make  some  other  stop  before  he 
went  to  Chicago.  He  may  nave  started  before  that  arrangement  was 
made. 

Mr.  Garrett.  You  are  aware  of  the  fact  that  CoL  Hodge  did  not 
reach  there  until  after  the  settlement  bad  been  made? 

Mr.  Dorr.  No;  I  did  not  know  that.  In  fact,  I  may  say  it  rather 
surprises  me. 
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Mr.  Garrett,  He  was  the  only  officer  ordered  there  from  Camp 
Pike,  was  he  not? 

■     Mr.  DoBii.  He  is  not  an  officer;  he  is  not  in  the  service.    He  was 
just  a  special  employee. 

Mr,  Garrett.  He  was  the  onlv  person  who  was  requested  to  go 
-'there  from  Arkansas,  was  he?  It  is  in  testimony  before  this  com- 
mittee, though  I  do  not  think  the  name  was  given  before,  that  the 
gentleman  was  pxpetted  tliere  and  he  reached  there  about  5  o'clock 
in  the  afternoon  of  the  25th? 

Mr,  Dorr.  Yes. 

Mr.  Garrett.  And  when  he  reached  there  the  negotiations  had  all 
been  concluded.  Of  course,  the  papers  were  not  formally  signed  un- 
til the  following  day  in  Chicago.  It  is  not  in  testimony  as  to  whether 
Mr.  Hodge  did  anything  after  he  got  there,  but  he  did  not  reach 
there  until  6  o'clock  andeverything  had  been  voted  upon — if  it  was 
Hodge. 

Mr.  Dorr.  It  seems  to  me  some  one  told  me — I  think  it  was  Col. 
Arison 

Mr.  Graham.  It  was  Hodge. 

Mr.  Dorr.  Col.  Arison,  I  think — I  am  not  sure — told  me  that 
Hodge  had  talked  over  those  figures  with  him.  So,  I  imagine  there 
inu.st  have  been  some  i  onsultation,  even  though  he  did  get  there  after 
that  time. 

Mr.  Garrbtt.  It  is  entirely  possible,  of  course.  But  he  was  not 
present  at  the  conference,  thflt  is  ta  say.  if  he  was  the  man  who  came 
up  from  Arkansas  and  if  he  was  the  man  who  was  expected  there. 
I  do  not  know  that  the  name  hag  ever  appeared  in  our  records. 

Mr.  Graham.  Except  this,  I  think  there  is  a  statement  in  connec- 
tion with  the  flies  signed  by  Hodge. 

Mr.  Garrhit.  I  mean  so  far  as  the  testilnony  taken  before  this 
committee  is  concerned. 

Mr,  Dorr,  Mav  I  ask 

Mr.  Graham.  "My  memory  is  that  there  is  a  statement  of  Sofberg 
iind  another  statement  by  Hodge,  but  whether  Hodge  was  there, 
there  is  no  evidence  any  place  in  our  record  showing  Hodge  was 
there,  and  where  this  statement  was  secured.  I  do  not  know. 

Mr.  DoRB.  'What  makes  me  think  he  must  have  done  that  is  that  I 
have  a  recollection  of — I  think  Arison  was  in  Washington  immedi- 
ately after  the  settlement,  and  came  in  to  see  me  and  handed  his 
resignation  as  a  special  member  of  the  district  claim  board,  being 
district  cliief,  and  at  that  time.  I  think,  he  spoke  of  having  gone  over 
with  Ilodpc  the  figures  on  the  building,  and  thattliey  <  he  ked  up  very 
well,  somelliuii;  of  that  soit.  So  I  a^isume  from  that  that  Mr.  Hodge 
must  have  made  some  examination  and  inspection  of  the  plant. 

Mr.  Garrptt.  Do  you  know  whether  Mr.  Cory  was  with  these 
gentlemen  when  they  returned — Col.  Reeves,  Sofberg  and  all  of 
them — did  you  see  him  ? 

Mr.  Dorr.  No:  I  did  not 

Mr.  Garrett.  That  is  all. 

Mr.  Jf.ffkris.  Did  Col.  Arison  or  Col.  Hughes  at  any  time  before 
this  award  was  made  say  whether  claims  of  the  Standard  Steel  Car 
"o.  had  been  audited  by'  the  cost  accounting  section? 

Mr,  Dorr.  Whv,  I  do  not  think  they  went  into  that  at  either  of 

()se  occasions;  it  was  not  a  thing  which — I  think  there  was  some- 


ORDNAHCB.  2125' 

thing  said  about  this.  Mr.  Jefferis,  as  I  recall  it,  thiit  there  was  a 
question  as  to  the  ( oiiipleteness  of  some  order,  souiething  of  the  Rort 
was  raised,  and  I  think  for  that  reason — I  am  not  sure  of  this,  but 
it  can  be  very  easily  verified  one  way  or  the  other — for  that  reason 
I  suggested  they  ought  to  have  some  representative  from  finance  go 
out  to  Chicago  in  the  event  that  some  question  came  up  along  that 
line.     Do  you  recall  from  your  records  any  representative  did  go  out? 

Mr.  Graham.  I  do  not  think  so. 

Mr:  Dorr.  I  am  not  sure  about  it.  But,  as  I  recall  it,  Col.  Hughes 
said  that  the  proposed  basis  of  settlement  would  involve  some  sav- 
ing in  expense  to  the  Government  of — I  do  not  remember  whether  it 
was  in  coanection  with  the  care  of  the  property  or  what  it  was,  some 
reason  along  those  lines  where  they  would  be  some  saving  to  the 
Oovemraent  if  the  matter  could  be  expeditiously  disposed  of  and 
recommended  that  disposition  be  made. 

Mr.  jEFvmas.  Did  you  understand  that  Col.  Hughes  or  Col  Arison, 
either  one  of  them,  told  you  about  agreeing  on  a  settlement  that  it 
was  a  negotiated  settlement,  or  a  settlement  arrived  at  through  a 
cost-accounting  proposition! 

Mr.  Dorr.  Why,  I  assume  as  to  certain  elements — as  I  say,  I  as- 
sume so  now ;  I  do  not  know  whether  I  assumed  at  the  time;  I  have 
no  i"ecollection  of  having  thought  about  it— hut  I  assume  as  to  cer- 
tain items  it  would  have  been  arrived  at  by  cost  accounting.  As  I 
understand  it,  this  contract  was  a  contract  by  which  we  agreed  to  pay 
cost,  and  by  which  they  were  to  receive  a  fixed  profit.  Now,  90  far 
as  expenditures  that  were  made,  I  assume  that  those  expenditures 
were  checked  in  the  usual  way  by  the  cost  accountants  as  to  the  fact 
expenditures  had  been  made.  As  to  certain  phases  of  it,  it  was  what 
I  would  assume  that 

Mr.  Je>->-£ris  (interposing).  I  am  not  asking  you  what  you  assume; 
I  don't  want  that.    I  am  asking  if  they  told  you  anything. 

Sf r.  Dorr.  As  t«  whether  it  was  negotiated  ? 

Mr.  Jefkeris.  Whether  it  was  negotiated. 

Mr.  Dorr.  I  gathered  from  what  they  said  that  it  had  certain  ele- 
ments of  negotiation  in  it.  Every  such  settlement  does  have  certain 
elements  of  negotiation — that  is,  in  this  sense — that  the  Dent  law 
provides  that  contractors  ahall  be,  or  the  Secretary  of  War  is  author- 
ized to  award  remuneration  for  the  work  which  has  been  done 
which  has  not  resulted  in  completed  articles.  How  much  that  re- 
muneration should  be  or  how  it  should  be  determined  is  necessarily, 
if  the  award  is  to  be  accepted  and  the  matter  is  not  to  go  to  the  Court 
of  Claims,  is  a  matter  of  negotiation ;  and  that  matter  being  a  matter 
of  negotiation,  the  whole  settlement  is  in  one  sense  a  negotiated  set- 
tlement. 

Mr,  jEKt-EHia.  Have  there  been  any  of  these  procurement-order 
claims  gone  to  the  Court  of  Claims! 

Mr.  Dorr.  I  do  not  know  of  any.    . 

Mr.  Jefferis.  In  other  words,  the  contractors  have  all  gotten  satis- 
faction, so  far  as  you  know,  in  settling  with  these  boards! 

Mr.  Dorr.  There  are  appeals  pending  in  the  board  of  contract 
adjustment,  for  instance,  where  the  contractors  have  not  been  satis- 
fied with  the  results  reached.  I  do  not  think  very  many.  I  think  on 
the  whole  the  contractors  have  accepted  what  hits  been  awarded 
them,  though  I  think  in  most  cases  it  has  been  very  materially  less 
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thun  what  tliey  asked,  and  in  many  cases  where  they  very  sincerely 
believed  they  were  entitled  to  more. 

Mr.  Jefferis.  Do  you  know  how  many  claims  based  on  procui*- 
ment  orders  you  have  had  before  the  department! 

Mr.  Dorr.  There  have  been,  I  think,  some  sixty-six  hundred  certifi- 
cates of  argeement  issued  under  the  Dent  law  up  to  the  present 
time — approximately  that,  I  can  not  give  you  the  exact  figures.  Of 
those.  I  think  some  four  thousand-odd  have  been  finally  dispoeed  of 
by  award. 

Mr.  Jefferis.  That  is  all. 

Mr.  Dorr.  Tlie  general  basis  on  which  those  have  been  settled,  I 
think,  is  about  12  or  13  per  cent  of  the  cost  to  complete  that  portion 
of  the  contract  has  been  eliminated. 

Mr.  Graham.  I  think  that  is  all,  Mr.  Dorr.  We  will  not  need  you 
any  more  on  this  matter. 

Mr.  Dorr.  Thank  you. 

Mr.  (iRAHAM.  I  am  much  obliged  to  von  for  your  presence. 

Now,  gentlemen,  for  some  months  Mr.  Bennett,  the  investigator 
for  the  ( ommittee.  has  been  making  some  inquiry  into  some  leather 
contract's,  on  which  we  have  at  times  developed  a  little  bit.  Earlier 
in  this  investiffjition  he  called  my  attention  to  a  great  many  contracts 
that  were  matle  by  Richard  H.  Long,  of  Framingham,  Mass.,  and  his 
company,  amounting  to,  as  I  am,  informed  by  the  War  Department, 
to  anout  180  or  ]8.'»  contracts.  Mr,  Shaw  tells  me  there  are  201  of 
them.    I  think  perhaps  150  of  them  are  ordnance  contracts. 

The  amounts  involved  in  these  contracts  are  approximately 
$30,000,000  and  they  cover  all  kinds  of  leather  goods — harness,  gun 
holsters,  bayonets,  scabbards — almost  everything  that  can  be  made 
out  of  leather  and  a  great  many  articles  made  out  of  nibber.  The 
amounts  of  the  contracts  were  so  large  and  the  settlements  have  been 
so  many  that  I  thought  it  was  entirely  proper  for  us  to  investigate  it 
to  some  extent,  and  therefore  I  have  had  Mr.  Bennett  go  into  it  dur- 
ing the  last  two  months  and  he  has  been  to  Boston  and  inspected  the 
claims  files  there  and  has  a  great  deal  of  information  that  he  can 
give  the  committee  and  I  thmk  it  might  be  as  well  for  us  to  de- 
velop it, 

I  may  say,  incidentally,  however,  that  some  of  the  officers  who 
know  most  about  this  in  connection  with  the  Boston  Claims  Board 
are  not  here  thi.'i  morning,  but  will  be  hero  to-morrow  morning. 

Col.  Goetz,  of  the  bureau  board  of  the  Quartermaster's  Depart- 
ment, is  here  and  wants  to  get  away,  and  I  suggest  that  we  examine 
him  befoi-e  lunch  and  immediately  after  lunch  have  Mr.  Bennett-go 
on  the  stand  and  develop  the  matter  in  full, 

TESTIMOHT  OF  COL.  OEOBOE  B.  OOETZ,  ORSITAKCE  DEFABTHENT, 
UmTED  STATES  ABHT. 

(The  witness  was  sworn  by  Mr.  Garrett.) 

Mr.  Graham.  Col.  (Joetii.  you  are  a  memlwr  of  the  Bureau  Claims 
Board,  Quartermaster's  Department? 
Col.  QoETZ,  1  am  the  salvage  officer. 
Mr.  Graham.  In  connection  with  that  board? 
Col.  (lOETz.  Yes,  sir. 
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Mr.  Grahah.  During  the  war  did  you  have  anything  to  do  with 
the  purchase  of  leather  supplies  for  the  Government? 

Co].  GoETZ.  Yes,  sir ;  I  was  head  of  the  harness  department,  that 
had  to  do  with  the  purchase  of  leather  equipment. 

Mr.  Gkauam.  How  long  were  you  in  that  deportmeatt 

Col.  GoETz,  I  was  in  tliat  department  from  July,  1917,  until 
somewhere  in  August  or  September,  1918. 

Mr.  Graham.  What  were  your  duties,  Colonel,  during  that  period! 

Co\.  GoETz.  Purchase  and  inspection. 

Mr.  Graham.  Of  what  sort  of  materials? 

Col.  GoETz.  Leather  equipment. 

Mr.  Graham.  All  sorts  of  leather  equipment? 

Col.  GoETz.  Yes,  sir. 

Mr.  Graham.  When  was  the  leather  equipment  supplies  trans- 
ferred from  the  Ordnance  to  the  Quartermaster's  Department? 

Coi.  GoETZ.  If  I  remember  correctly,  sometime  in  July,  1918. 

Mr.  Graham.  Do  you  know,  in  a  general  way,  what  the  extent 
of  the  contracts  were  with  R.  H.  Long  &  Co.  of  Bingham.  Mass.,  for 
leather  goods? 

Col.  GoBTz.  His  contracts  were  all  for  textiles  and  leather  equip- 
ment—is in  the  neighborhood  of  $30,000,000. 

Mr.  Graham.  Do  you  know  the  numoer  of  them,  approximately? 

Col,  Gorrz.  Well,  perhaps  several  hundred  in  leather;  somewhere 
in  tlie  neighborhood  of  $10,000,000. 

Mr.  Graham.  What  sort  of  leather  goods  were  they? 

Col.  GoETz.  They  were  saddle  bags,  rifle  scabbards,  artillery  har- 
ness, ordnance  harness,  halters,  bndles,  pannier  packs,  aparejos — 
numerous  carrying  cases  for  instruments  and  hundreds  of  other 
articles. 

Mr.  Graham.  Before  the  war  you  were  a  leather  man,  weren't 
you.  Colonel? 

C/ol,  GoETz.  Yes,  sir;  I  have  been  a  leather-goods  manufacturer  all 
my  life. 

Mr.  Graham.  And  have  been  connected  with  the  firm  of  A.  D. 
GoetzACo.? 

Col.  GoETz.  Yes,  sir. 

Mr.  Graham.  As  such  a  manufacturer,  of  course,  you  knew  the 
leather  business  pretty  thoroughly  when  you  went  into  this  depart- 
ment? 

Col.  GoETZ.  That  has  been  my  life's  work. 

Mr.  Graham.  Colonel,  were  vou  at  any  time  ever  called  by  the 
department  to  go  to  Framingham,  Ma,ss..  to  inspect  any  leather 
goods  mude  by  R.  H.  I^ng* 

Col.  Goetz.  In  July  the  Ordnance  and  Quartermaster  were  con- 
solidated. 

Mr.  Graham.  That  is.  July.  1918? 

Col.  Goetz.  Yes,  sir;  the  buying  and  inspecting  activities;  and 
it  was  my  duties  to  inspect  the  equipment  of  all  the  plants  of  the 
contractors. 

Mr.  Graham.  Among  others,  did  you  visit  the  plant  of  K.  H. 
Long? 

Col.  Goetz,  I  did. 

Mr.  Graham.  Up  to  that  time  had  he  delivered  any  amount  of 
material  to  the  United  States  Government? 
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Col.  GoETZ.  Well,  I  believe  he  delivered  a  large  amount  of  equip- 
ment, but  how  much  I  am  not  prepared  to  say. 

Mr.  Gbahah.  When  did  his  contracts,  in  a  general  way,  begin ; 
did  they  begin  in  19171 

Col.  GoETZ.  I  believe  they  began  shortly  after  the  war  was  de- 
clared. 

Mr.  Graham.  So  that,  doubtless,  up  to  July,  1918,  he  had  deliv- 
ered a  considerable  amount  of  leather  goods  to  the  Govemmentt 

Col.  GoETz.  1  m-esume  he  did. 

Mr.  Ghaham.  Tell  us,  Colonel,  what  you  found  in  your  inspec- 
tion of  leather  goods  that  was  being  made  at  his  factory  at  Fram- 
ingham,  in  a  general  way. 

Col.  GioETZ.  I  found  a  lot  of  bad  equipment. 

Mr.  Grahau.  Tell  us  what  kind  of  stuff. 

Col.  GoETZ.  I  found  Artillery  breast  collars,  halters,  saddlebags, 
bridles,  and  many  other  items — parts  of  harness. 

Mr.  Graham.  What  seemed  to  be  the  matter  with  them} 

Col.  Goetz.  It  was  badly  cut;  badly  manufactured,  and  did  not 
comply  with  the  specifications. 

Mr.  Gkahah.  Were  the  specifications  for  these  particular  articles 
connected  with  the  contracts  or  the  purchase  orders,  Colonel  t 

Col.  GoBTZ.  I  presume  so;  the  Ordnance  was  very  strong  chi  speci- 
fications. 

Mr.  Graham.  And  did  you  in  any  of  these  cases  inspect  the 
specifications  to  ascertain  whether  he  was  complying  with  uinnl 

Col.  GoETz.  Many  times. 

Mr.  Graham.  And  what  did  you  find ;  were  they  complying  with 
them? 

Col.  GoETZ.  I  found  that  the  particular  trouble  was  in  building  up 
an  organization  like  he  had  there  and  not  having  any  previous 
knowledge  of  it,  that  the  general  character  of  his  suppliee  would 
not  comply  with  the  specifications.  They  were  cut  light;  they 
were  poorly  manufactured. 

Mr,  Graham.  Do  you  have  any  way  of  knowing  what  amount  of 
this  had  already  been  sold  to  the  Government  prior  to  the  time  you 
went  there? 

Col.  GoETz.  I  do  not  know.  I  only  know  of  the  character  of 
the  supplies  that  was  going  through  his  factory  at  that  time. 

Mr.  Graham.  Did  you  have  any  talk  with  the  firm  about  it? 

Col.  Goetz.  The  first  inspection  trip  that  I  made,  Mr.  Long,  sr.,  was 
absent. 

Mr,  Graham.  Was  his  son  working  in  the  factory  at  the  time? 

Col.  Goetz.  I  believe  so. 

Mr.  Graham.  Was  he  an  officer  in  the  Ordnance  at  that  time? 

Col.  GoBPz.  I  heard  that  prior  to  that  time  he  was  connected  with 
Bock  Island,  but  resigned  for  some  reason  or  other. 

Mr.  Graham.  Do  you  know — when  you  went  there  he  was  in  his 
father's  factory  ? 

Col.  Goetz.  Yes,  sir. 

Mr,  Graham.  Was  he  in  the  service? 

Col.  GoBt2.  He  was  out  of  the  service, 

Mr.  Graham.  What  was  he  doing  there;  what  did  he  seem  to  be 
doing? 
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Col.  Goerz.  Well,  he  assisted  liis  father.  As  I  told  you,  the  first 
visit  I  made  there  both  the  Longs  were  absent ;  but  subsequently  he 
was  assisting  his  father  in  the  business. 

Mr.  Graham.  What  did  you  do  with  these  leather  goods,  Colonel; 
did  you  at  the  time  take  any  action? 

Col.  GoETz.  I  rejected  it. 

Mr.  GsAUAU.  Was  there  a  great  bulk  of  it  rejected  t 

Col.  GoETz.  I  can't  go  into  figures.  There  was  some  1,200  or  1,500 
Artillery  breast  collars. 

Mr.  G-ttAHAM,  Well,  following  your  inspection  trip  to  this  factory, 
did  you  return  to  Washington  f 

Col.  GoETZ.  Yes,  sir. 

Mr.  Graham.  What  next  happened  relative  to  your  amnection  with 
this  Long  matter;  did  anyone  from  the  Long  establishment  go  to 
Washintflon  with  a  complaint  about  yout 

Col.  Goetz.  Well,  at  the  time  I  also  inspected  a  number  of  other 
factories  in  New  England,  but  as  these  people  had  built  up  an  entirely 
new  organization  with  apparently  green  help,  insufficient  super- 
vision, etc..  the  character  of  the  supplies  were  about  the  same,  gen- 
erally speaking;.  After  I  returned  to  Washington  I  found  there  was 
a  general  complaint  lodged  against  me  by  the  zone  supply  officer 
entering  objection  to  the  severitv  of  my  criticism. 

Jlr.  Graham.  Do  you  know  wliere  tliat  came  from  ? 

Col.  GoETz.  It  came  from  the  New  England  manufacturers. 

Mr.  Graham.  What  action,  if  any,  did  Uie  War  Department  take  on. 
that} 

Col.  GoETZ.  Well,  along  about — As  I  remember  it — about  the  IsL 
of  September  the  Quartermaster  General  and  has  assistant,  Mr. 
liiom,  gave  me  a  coat  of  whitewashing. 

Mr.  Graham.  And  what  did  they  do  theni 

Col.  Goetz.  Well,  they  wrote  me  a  letter  claiming  that  I  was  too- 
good  to  be  an  inspector. 

Mr.  Oraham.  And  what  did  they  do  then. 

Col.  GoETz.  Then  they  assigned  me  to  Mai.  Byron,  the  chief  in- 
spector of  leather,  but  I  refused  to  stay  pigeonholed ;  I  still  continued 
my  activities  as  inspector. 

Mr.  Graham.  And  have  since  pursued  those  activities,  have  youl 

Col.  GoETz,  Yes,  ar. 

Mr.  Graham.  But  although  officially  you  have  no  connection  with 
that  department  f 

Col.  Goetz.  I  was  removed  as  head  of  the  harness  department; 
they  still  continued  to  consult  me  on  matters  of  importance. 

Mr.  Graham.  Do  you  know  whether  the  Long  Co.  had  had  ex- 
perience in  this  work  before? 

Col.  Goetz.  They  were  pure  and  simple  shoe  manufacturers,  and 
you  know  an  organization  to  handle  $30,000,000  wortJi  of  supplies 
would  have  to  have  some  facilities,  and  the  supply  of  competent 
harness  makers  throujjhout  the  country  was  very  limited,  and  they 
were  arrogant  in  making  demands  for  increased  pay. 

Mr.  Graham.  How  did  the  Long  Co.,  not  ha  vine  had  any  ex- 
perience, get  all  these  leather  contracts,  do  you  know,  Colonel  1 

Col.  Goetz.  Weil,  I  do  not  know  how  they  got  them,  but  they  pit 
them.  I  think  it  was  a  mistake  in  creating  those  New  England  »cili- 
ties;  I  think  it  was  a  mistake  on  the  part  of  the  Ordnance  Depart- 
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ment.  If  they  bad  taken  the  regular  harness  manufacturers  through- 
out the  United  States  and  handled  them  properly  and  given  them 
the  same  encouragement  they  save  these  outside  people,  I  think  the 
character  of  the  supplies  would  have  been  much  beter  from  the  start. 

Mr.  Graham.  Do  you  know,  Colonel,  whether  that  stuff  that  you 
rejected  there  was  set  for  actual  use  in  the  field! 

Col.  GoETz,  It  could  be  used,  but  it  was  so  far  below  specifica- 
tions— of  course,  I  made  no  allowance  for  the  character  of  Mr. 
Long's  personnel ;  thev  knew  nothing  about  harness  making.  He 
had  Italians,  he  had  all  nationalities  there,  indudine  quite  a  number 
of  colored  people,  and  they  were  performing  all  the  operations  in 
the  manufacture  of  the  leather  goods. 

Mr.  Graham.  Do  you  know  how  many  claims  he  has  filed  for  set- 
tlement. Colonel  ? 

Col.  GoETz,  In  leather  f 

Mr.  Graham.  Well,  leather  and  rubber  goods. 

Col.  GoETz.  I  do  not  think  that  Mr.  Long  manufactured  any  rub- 
ber goods.    Aside  from  leather,  I  believe  it  was  textile  equipment 

Mfr.  Gbauah.  Perhaps  so.  I  understood  some  rubber  bandages  and 
that  sort  of  thing  were  mnnufaetured  by  his  company. 

Col.  GoETZ.  It  may  be. 

Mr.  Graham.  But  what  is  the  number  of  claims  approximately  he 
filed? 

Col.  GoETz.  Twenty-two  contracts  constitute  his  leather  claims, 
at  a  value  of  $3,256,000. 

Mr.  Grahaki.  Do  you  know  how  much  has  been  allowed  to  him  on 
those  claims? 

Col.  GoBTz,  Yes,  ar, 

Mr.  Graham.  How  much  ? 

Col.  GoETz.  Mr.  Long  demanded  at  the  time  that  the  settlement  was 
taken  up  in  the  neighborhood  of  $491,000,  for  the  final  termination  of 
his  claims. 

Mr.  Graham,  What  has  he  been  paid? 

Col.  GoBTZ.  Well,  after  all  the  inaefinite  claims  were  eliminated 

Mr.  Graham.  Were  there  some  indefinite? 

Col.  GoBTz.  Well,  he  had  a  number  of  indefinite  claims. 

Mr.  Graham.  Of  what  nature? 

Col.  GoETZ,  "Well,  for  instance,  he  made — in  the  shoe  business  he 
was  accustomed  to  buying  leather  on  scale  weight,  buying  leather  sold 
by  the  ounce  at  scale  weight,  and  when  he  got  into  the  manufacture  of 
harness  it  is  just  the  reverse;  it  is  sold  by  gauge:  consequently,  when 
he  manufactured  his  halters  they  were  too  light  to  meet  the  specifica- 
tion; the  leather  was  too  light;  and  he  claimed  compensation  for  that 
loss.  And  then  he  had  a  number  of  other  claims ;  I  do  not  just  remem- 
ber what  they  were,  but  they  were  eliminated. 

Mr.  Graham.  The  board  would  not  allow  them  ? 

Col.  GoETz,  The  board  would  not  allow  them. 

Mr.  Graham.  Did  the  Boston  board  allow  them? 

Col.  GoETz.  No,  sir ;  this  settlement  was  made,  and  in  which  I  con- 
curred, by  Maj.  Byron.  Maj.  Blunt,  Capt.  Harthara,  Capt  Goodpas- 
ture, Lieut.  Curtis,  and  Mr.  Piatt. 

Mr.  Graham.  And  how  much  was  it? 

Col.  GoEH'z.  Well,  as  I  stated  before,  the  value  involved  was  $3,256,- 
000,  and  after  eliminating  all  the  indefinite  claims,  a  maximum  allow- 
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anee  of  $221,000  was  agreed  upon  to  cover  all  of  his  facilities,  overhead 
■caroiDg  charges,  and  other  losses  incident  to  closing  down  his  factory. 

Mr.  Graham.  In  addition  to  that.  Colonel — I  do  not  want  to  inter* 
mpt  you  if  you  have  more  to  say — did  he  get  the  special  facilities  t 

Col.  GoETK.  That  included  his  special  Aicilities,  after  a  proper  de- 
•duction  was  made  for  their  value. 

Mr.  GsAHAH.  In  other  words,  he  got  $221,0001 

Col.  GoBTZ.  $221,000  to  apply  to  fUl  of  his  contracts. 

Hr.  Gbahah.  And  all  special  facilities? 

Col.  GoETTz.  Yes,  sir. 

Mr.  Grahau.  Do  you  know  how  much  the  aggregate  amount  was 
'which  he  was  paid  on  his  contracts  during  the  wart 

Col.  Goerz.  I  do  not. 

Mr.  Graham.  Can  you  estimate  it! 

Col.  Goetz.  For  facilities,  you  meaof 

Mr.  Graham.  No;  for  the  $80,000,000  worth  of  contracts;  about 
"what  did  it  cost  the  Government  J 

Col.  Goetz.  I  would  not  like  to  make  a  positive  statement,  but  1 
telieve  tlmt  he  delivered  about  $20,000,000  worth  of  supplies  to  the 
■Government;  that  I  am  not  sure  about. 

Mr.  Graham.  That  would  be  your  estimate? 

Col.  Goetz.  Yes,  sir.  I  am  quoting  that  now  from  hearsay;  I 
lave  never  examined  the  records. 

Mr.  Graham.  Did  you  in  your  conversation  with  anybody  in  the 
Xong  factory  call  their  attention  to  the  quality  of  goods  they  were 
making  and  say  anything  about  whether  they  were  proper  thmgs  to 
l>e  used  in  the  field  or  not? 

Col.  Goetz.  I  wa.-^  so  worked  up  over  the  situation  that  I  can  tell 
jou  my  language  was  unprintable. 

Mr.  Graham.  Perhaps  it  was  justifiable. 

Col.  Goetz.  If  you  will  stop  writing,  I  will  tell  you  what  I  said 
'to  him. 

{By  direction  of  the  chairman,  the  official  stenographer  ceased    . 
■writing,  and  Col.  Goetz  ;rave  the  language  referred  to  to  the  com- 
mittee off  the  record.) 

Mr.  Graham.  Have  all  the-^e  claims  been  allowed  and  paid  and 
settled  up,  Colonel  ? 

Col.  Goetz.  Some  of  them  have. 

Mr.  Graham.  Do  you  know  how  many  of  them  are  pending  yet? 

Col.  Goetz.  There  are  several  pentiing;  one  for  haversacl^,  I 
«hink. 

Mr.  Graham.  What  is  the  amount  of  that  claim  ? 

Col.  Goetz.  In  the  neighborhood  of  $200,000.  I  believe.  I  made 
tsome  notes  la.st  night  in  connection  with  this  settlement. 

Mr.  Graham.  For  the  haversack  settlement? 

Col.  Goetz.  Oh,  no;  in  connection  with  the  general  sclieme  of 
settlement.     With  your  permission.  I  would  just  like  to  continue  that. 

Mr.  Graham.  All  right,  proceed. 

Col.  Goetz.  This  may  not  be  correct,  you  know,  to  the  cent.  I 
4«ok  it  from  my  diary  and  some  other  papers  I  have  had.  On  that 
lasis  it  figured  about  63  per  cent  on  his  cancellations,  which  did  not 
include  the  materials  taken  over,  and  is  on  a  much  lower  basis  than 
the  new  England  manufacturer  tried  to  oi)tain  on  the  unit  basis. 
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They  came  to  our  office  and  demanded  that  we  pay  them  a  unit 
allowance  on  the  various  articles  tliat  they  were  inanufacturine — !9«> 
much  for  a  pistol  holster,  so  much  for  a  rifle  scabbard,  so  mudi  lor  a 
saddle,  so  much  for  a  pannier  pack;  and,  in  addition  to  tliat,  take  off* 
their  hands  all  the  material  they  did  not  want. 

After  going  into  that  carefully,  we  found  that  that  would  not  be  of 
advantage  to  the  Government.  Some  manufacturer  might  be  dis- 
tressed on  account  of  the  condition  of  liis  work,  and  another  manufac- 
torer  might  get  a  profit  to  which  he  was  not  entitled.  So  we  rejected 
that  proposition.  Figuring  his  pannier  tax  on  the  unit  basis  and 
the  settlement  of  the  set-up  under  Supply  Circular  No.  Ill,  the  Gov- 
ernment had  tlie  advantage  of  about  $5,000. 

Mr.  Graham.  Colonel,  what  size  factory  did  Mr.  Long  have  there 
in  Framingham  1 

Col.  GoETz.  Mr.  Long  has  an  immense  plant  there.  He  has  two 
new  concrete  buildings.  ' 

Mr.  Qraham.  Were  they  huilt  by  the  Government? 

Col.  GoBTz.  They  were  built  by  Mr.  Long  in  anticipation  of  his 
war  contracts,  or  at  least  one  of  them  was  buUt  for  that  purpose,  and 
probably  both. 

Mr.  Graham.  Do  you  know  whether  the  Government  as  special 
facilities  built  either  one  of  those  factxiries! 

Col.  GoETz.  No ;  I  do  not  think  the  Government  has  had  anythinjj^ 
to  do  with  the  building.  I  believe  that  Mr.  Long  created  these  facili- 
ties for  tlie  sole  purpose  of  handling  these  Army  contracts. 

Mr.  Grahau.  He  had  been  doing  some  work  for  the  Bussian  Gov* 
emment,  had  he  not,  prior  to  that? 

Col.  GrOETz.  I  believe  he  had ;  yes,  sir. 

Mr.  Graham.  Was  he  doing  any  shell  work  in  that  factory? 

Col.  GoETz.  None  that  I  know  of. 

Mr.  Graham.  You  think  the  work  he  had  been  doing  was  entirely 
leather  and  fabric  work? 

Col.  Goetz.  Yea,  sir. 

Mr.  Graham.  Are  you  positive  about  whether  he  had  been  doine' 
war  work  for  foreign  countries  prior  to  our  entrance  into  the  trouble T 

Col.  Goetz.  I  would  not  be  positive  about  that;  but  quoting  from 
memory,  I  believe  that  he  did  have  some  foreign  business. 

Mr.  Graham.  The  committee  will  now  take  a  recess  until  2  o'clock 
this  afternoon. 

(Thereupon,  at  1.15  o'clock  p.  m.,  the  committee  took  a  recess  untit 
2  o'clock  this  afternoon.) 

AFTER  RECESS. 

TESTIMONT  OF  COL.  OEOSGE  B.  OOEIZ— Besomed. 

Mr.  Jeffebis.  Colonel,  you  were  connected  with  what  company 
before  you  went  into  the  War  Department? 

Col.  Goetz.  I  have  been  with  my  own  company  all  my  life. 

Mr.  Jefferis.  And  that  was  known  as  what? 

Col.  GoBTz.  A.  D.  Goetz  Co.,  of  which  I  am  vice  president  and 
secretanr. 

Mr.  Jeffehis.  When  did  you  go  into  the  War  Department? 

Col.  Goetz.  I  was  commissioned  the  latter  part  of  July,  1917. 
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Mr.  Jefferis.  How  many  j'ears'  experience  have  you  had  in  the 
l*s»ither  business  before  you  "were  commissioned  in  the  Army* 

Col.  GoETz.  I  grew  up  in  it.  My  father  before  me  was  in  the  same 
'4>usiness. 

Mr.  Jefferis.  As  I  understand  it,  you  were  sent  to  Framin^uun! 

Col.  GoBTz.  Yes,  sir. 

Mr.  jEFF&Ria.  And  when  was  thatt 

Col.  Gocrz.  Myfirst  inspection,  I  think,  was  in  July,  1918. 

Mr.  jEPFEBia.  Who  sent  you  there  t 

Col.  Gorrz.  My  chief. 

Mr.  Jefferis.  And  who  was  thai! 

Col.  GrOET^.  Mr.  Byron. 

Mr.  Jeffebis.  Do  you  know  why  you  were  sent  therel 

Col,  GoETz.  To  inspect  the  quality  of  the  supplies  they  were  manu- 
facturing. 

Mr,  Jefferis.  Wrs  that  the  first  place  you  went? 

Col.  GoETz.  No,  sir.  We  inspected  some  factories  in  New  York 
prior  to  that. 

Mr.  Jefferis.  Ins^cting  leather  goods? 

Col.  GoETZ.  Yes,  sir. 

Mr.  Jefferis.  Had  anything  come  to  your  attention  about  any  of 
these  goods  that  were  bemg  manufactured  by  these  companies  before 
^ou  started  on  this  tour  of  inspection? 

Col,  GoETZ.  Yes,  sir;  I  had  heard  indirectly  through  inspectors. 

Mr.  Jefferis.  Was  that  to  the  effect  that  some  of  tliese  goods  were 
-not  up  to  the  specifications? 

Col.  GoETz.  Yes,  sir. 

Mr.  Jefferis.  Do  you  know  whether  or  not  any  considerable 
■umount  of  such  goods  had  been  delivered  to  the  War  Department 
prior  to  your  inspection,  or  do  you  have  any  information  on  that? 

Col.  GoETz.  I  have  not  any  information  at  hand. 

I  want  to  correct  my  former  statement.  I  do  not  want  to  do  Mr. 
Long  any  injustice  or  any  other  contractor.  These  were  the  first  con-, 
tracts,  with  the  exception  of  some  saddle  ba^  that  were  awarded  to 
Xiong  by  the  War  Department,  and  these  facilities  that  he  has  that  he 
is  claiming  this  $221,000  on  as  a  maximum  amount  was  created  for 
taking  care  of  his  leather  supplies  that  he  made  for  the  Army. 

Mr.  Jefferis.  What  was  it,  buildings? 

Col.  GoETZ.  I  do  not  know  about  the  building. 

Mr.  Jefferis.  Or  was  it  machinery? 

Col.  GoETZ.  Machinery — I  do  not  know  about  the  machinery,  be- 
cause the  leather-working  machinery  could  not  be  used  for  the  manu- 
facture of  textiles. 

Mr.  Jefferis.  In  other  words,  as  you  imderstand  it,  lie  purchased 
$221,000  worth  of  machinery  to  do  this  war  work  with? 

Col,  GoETz,  I  presume  he  purchased  a  great  deal  more  than  that;  a 
great  deal  higher  value. 

Mr.  Jeffebis.  What  is  it  that  vou  have  reference  to  representing 
$221,000? 

Col,  GoETz.  That  $221,000  was  a  maximum  amount  that  was  de- 
i-ided  upon  between  the  board  and  Mr.  Long  to  cover  his  facilities  and 
losses  incident  to  the  cancellation  of  these  contracts. 

Mr.  Jeffebis.  In  other  words,  the  Government  paid  him  that  much 
for  damages? 

— --•'^8'^ 
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Col.  GoBTZ.  They  paid  him  th«t  much  damages  provided  he  proved! 
up  to  it. 

Mr.  Jeppebis.  In  addition,  he  kept  whatever  facilities  he  had  pur- 
chased, which  I  assume  the  Govenuiient  had  paid  for? 

Col.  GoETz.  I  do  not  think  the  (jovemment  had  paid  for  any  of  his- 
facilities;  I  think  he  had  bought  them  outright  on  nis  own  account. 

Mr.  Jeffkris.  Are  there  any  facilities  in  Uiis  $221,000? 

Col.  GoETz.  A  part  of  it ;  yes,  sir. 

Mr.  Jefferib.  What  does  it  consist  of? 

Col.  GoETZ.  I  believe  I  read  that  into  the  record  a  moment  ago.  A- 
maximum  amount  of  $221,000  was  agreed  upon  to  cover  his  facilities^ 
overhead  carrying  charges,  and  other  losses  incident  to  the  closing 
down  of  his  factory. 

Mr.  Graham.  You  read  that  into  the  record,  Colonel.  About^ 
specific  and  detailed  statement  of  what  the  facilities  were! 

Col.  GoETz.  That  I  can  not  answer. 

Mr.  .Teffeeis.  Anrl  this  $221,000  that  yon  speak  of  you  can  not. 
divide  into  Che  separate  items  as  to  overhead  so  nnich,  etc.! 

Col,  GoETz.  I  could  if  I  had  possession  of  the  papers.  This  settle- 
ment was  made — our  board  split  up — while  I  was  in  New  York,  ani' 
when  I  arrived  at  Boston  I  went  over  it  with  the  other  members  of 
the  board,  and  I  figured  it  on  a  percentage  basis.  I  did  not  go  into 
any  specific  contract,  and  I  concurred  in  tlieir  settlement. 

Mr.  Jefferis.  When  did  you  make  this  settlement  or  concur  in  it?" 

Col.  GoETZ,  I  believe  it  was  in  February  or  March  of  this  year. 

Mr.  Jefferis.  How  many  contracts  were  settled  in  this  one  settle- 
ment! 

Col,  GoETz.  Twenty-two,  I  believe. 

Mr.  Jefferis.  Do  you  know  what  amount  of  profit  he  had  been- 
fumished  to  the  Government  on  those  contracts! 

Col.  GoETz.  I  do  not ;  I  know  the  amount  canceled. 

Mr.  Jefferis,  The  amount  canceled  is  how  much! 

Col.  GoBTz.  $3,256,000. 

Mr.  Jefferis,  In  other  words,  if  the  22  contracts  had  been  fully 
completed,  it  would  have  required  $3,000,000  more  to  have  paid  for- 
the  articles  he  was  to  make! 

Col,  Goetz.  Yes,  sir. 

Mr.  Jefferis,  You  do  not  know  what  proportion  of  the  22  con- 
tracts were  actually  canceled  and  how  much  he  had  to  fulfill  f 

Col,  Gobtz.  You  mean  deliveries! 

Mr.  Jefferis.  Yes. 

Col,  Goetz.  I  do  not.    I  could  get  you  all  of  that  information, 

Mr.  Jefferis.  I  thought  mayfe  you  had  it.  As  I  understand  it. 
when  you  were  sent  up  there  to  inspect  this  property,  you.  founa 
considerable  of  it  not  up  to  the  specifications  of  the  contract ! 

Col.  Goetz.  Yes,  sir. 

Mr.  Jefferis.  What  report  did  you  make  on  that? 

Col.  Goetz,  I  reported  that  in  the  usual  manner. 

Mr,  Jefferis.  You  made  a  written  report* 

Col.  Goetz,  Yes,  sir. 

Mr.  Jefferis.  Have  you  a  copy  of  that! 

Col,  Goetz.  Not  here:  no  sir,  ' 

Mr.  Jefferis.  Where  would  the  copy  of  that  be  obtained! 

Col.  Goetz.  You  can  find  it  in  the  department,  ■', 
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Mr.  Jefperis.  Was  it  a  long  report? 

Col.  GoETz.  There  are  a  series  of  reports  on  the  Loug  factory. 

Mr.  JumsRifl.  What  do  you  mean  by  a  "  series  " ! 

Col.  GoETz.  Why,  made  at  different  times. 

Mr.  Jbftebib.  You  were  up  there  more  than  <Hice? 

Col.  Gosn^.  Yes;  a  number  of  times. 

Mr.  Jepfkbis.  And  what  was  the  result  of  your  visits  to  the  plant  t 

Col.  GoETz.  I  found  on  the  second  visit  that  conditions  were  very 
much  changed.  After  the  storm  broke  and  Mr.  Lone  understood 
what  was  required  he  went  to  work  to  correct  the  trouble. 

Mr.  Jefferis.  When  were  you  up  there  last? 

Col.  GoETz.  Sometime  last  June  or  July. 

Mr.  Jeffzris.  To  whom  did  vou  make  your  report  about  this  stuff 
that  was  rejected,  your  chief  f 

Col,  GoBTZ.  Yes,  sir. 

Mr.  jEFFERia.  And  who  was  he  at  that  timet 

Col,  GoETz.  Col.  Lee  was  at  the  head  of  the  harness  and  vehicle 
branch. 

Mr.  Jefferis.  You  spoke  of  it  a  little  while  ago.  I  probably  did 
not  catch  the  full  signincance  of  it.  You  said  you  were  given  a  coat 
of  whitewash  and  promoted,"  or  something.  What  was  there  about 
that,  Colonel? 

Col.  GoETz.  Well,  the  report  came  to  Washington.  All  I  could 
draw  out  of  Mr.  Thome,  the  assistant  to  Gen.  Wood,  was  that  I  was 
not  diplomatic  in  handling  these  transactions.  And  when  I  found 
that  equipment  I  said  it  was  "  bad,"  so  characterized  it.  And  then  I 
received  a  letter  that  I  understand  was  written  by  Mr.  Thome  and 
signed  by  Gen.  Wood,  telling  me  that  my  ability  warranted  me  in 
having  a  better  position,  and  he  assigned  me  as  an  inspector  of 
leather,  assigned  me  to  Maj.  Byron  as  chief  inspector  of  leather. 

Mr,  Jefferis.  Who  was  Mr.  Thorne  that  you  talked  to  there  first! 

Col.  Goetz.  Mr,  Thorne? 

Mr.  Jefferis.  Yes. 

Col,  GoBTz.  Mr.  Thome  is  assistant  to  Gen.  Wood,  the  Quartermas- 
ter General. 

Mr.  Jefferis.  Gen.  Wood  was  Quartermaster  General  ? 

Col.  GoETFz.  Yes,  sir. 

Mr.  Jepfebis.  What  was  his  position — that  is,  Gen.  Wood  here  in 
Washington  ? 

Col.  Goetz.  Gen.  Wood ;  I  have  forgotten  his  initials. 

Mr.  Jefferis.  Not  Leonard  H.  Wo<^t 

Col.  GoETz.  No,  sir;  R.  E.  Wood. 

Mr.  Jefferis.  And  Mr.  Thome  was  the  assistant  to  him  ? 

Col,  Goetz.  Yes.  sir. 

Mr.  Jefferis.  Well,  who  was  Mr.  Thome;  was  he  a  Eegular  Army 
officer? 

Col.  Goetz.  Mr.  Thorne  is  a  civilian. 

Mr.  Jefferis.  Do  you  laiow  what  his  busines 

Col.  Goetz.  He  is  one  of  the  active  heads  of 
of  Montgomery  Ward  &  Co. 

Mr.  Jefferis.  Of  Chicago? 

Col.  Goetz,  Yes,  sir, 

Mr.  Jefferis.  Do  you  know  wliether  he  hat 
here  than  as  assistant  to  Gen.  Wood ) 
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CoL  GoETZ.  I  do  not  know  of  any. 

Mr.  Jeftebu.  Had  he  anr  commission  or  anything  of  the  kind  in 

the  Qnart«nnast«r  General's  Office! 

Col.  GoETz.  Commission? 

Mr.  jETFERia.  Yes.    How  was  he  in  there;  what  was  he  doin^t 

Col.  GoETZ.  He  was  the  chief  assistant  to  Gen.  Wood. 

Mr.  Jetperis.  In  the  Quartermaster  Genend's  Department? 

Col.  GoBTX.  Yes,  sir. 

Mr.  Jeffebis.  Just  what  did  he  say  to  you  when  he  told  you  you 
were  not  diplomatic? 

Col.  GoETz.  Wei.  I  never  talked  very  much  to  him  about  it? 

Mr.  Jefferib.  Well,  what  did  he  say,  as  far  as  yon  remember? 

Col.  Gorra.  I  remember  he  told  me  that  no  one  would  ever  accuse 
me  of  being  a  diplomat,  and  in  return  I  said  I  did  not  lay  any  claim 
to  the  diplomatic  service:  that  I  was  only  an  ordinary  harness  maker. 

Mr.  Jeffehir.  Do  you  know  whether  or  not  Montgomery  Ward  A 
•Co.  were  furnishing  any  harness  to  the  War  Department? 

Col.  GoETz.  Mr.  Chairman,  is  it  necessary  for  me  to  answer  that 
question  ? 

Mr.  Graham.  Well,  unless  it  would  tend  to  violate  some  official 
duty  I  would  think  it  would  be  proper  to  answer  it  If  it  violates 
any  of  your  duties  as  an  officer  of  toe  United  States  Army  or  yon 
would  be  disclosing  any  confidential  information  that  you  ought  not 
to  disclose  except  to  superiors,  I  think  you  are  justified  in  refusing 
to  answer.  But  if  it  does  not  I  believe  you  ought  to  answer.  That 
is  up  to  you,  Colonel,  as  an  officer  of  the  Army. 

Col.  GoETz.  It  is  all  over;  and  I  expect  we  all  did  the  little  we  could 
for  the  cause.  I  do  not  want  to  appear  before  this  committee  as 
■vindictive. 

Mr.  Qrahah.  I  think  that  you  would  be  acquitted  of  being  ad- 
judged as  being  vindictive  from  the  tone  of  your  testimony.  The 
committee,  however,  ought  to  have  this  information,  and  if  you  can 
give  it  to  us  without  violation  of  your  duties  as  an  officer,  I  believe 
you  had  better  do  it.  I  do  not  think  any  trace  or  claim  or  any  claim 
of  malice  can  be  made  against  you  in  this  matter. 

Col.  GoETz.  They  had  quite  a  number  of  orders  through  their  sub- 
sidiary company,  the  Wardway  Harness  Co, 

Mr.  Jeffebis.  Do  you  know  where  this  Wardway  Harness  Co.  is 
located.  Colonel? 

Col,  GoETz.  In  Chicago. 

Mr.  Jeffebis.  During  srhat  time  was  Mr.  Tliome  assistant  in  the 
Quartermaster  General's  Department,  if  you  know? 

Col.  GoETz.  Mr.  Thome  was  assistant  to  Gen.  Wood  at  the  time 
the  harness  branch  was  moved  to  Washington,  on  or  about  March 
25. 1918.    I  do  not  know  how  long  prior. 

Mr.  Jefferis,  Colonel,  have  you  inspected  any  of  the  harness 
manufactured  by  this  Wardway  Harness  Co.  prior  to  Mr.  Thome's 
informing  you  that  you  were  not  to  be  charged  with  being  a  dip- 
lomat ? 

Col.  GoETZ.  Yes.  sir. 

Mr,  Jeffebis,  What  had  been  your  report  on  that  liarness  of  Mont- 
gomery-Ward's subsidiary  company? 

Col.GoETz.  A  ETPat  deal  of  it  was  poor  quality. 

Mr.  Jefferis.  Was  it  up  to  the  specifications  at  all? 
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Col.  GoBTz.  No,  sir. 

Mr.  Jefferis.  Had  you  made  a  written  report  on  that  also? 
Col.  GoETz.  Yes,  sir;  a  number  of  them. 

Mr.  Jefferis.  Could  you  give  us  any  idea  as  to  the  amount  of 
harness  contracts  this  Wardwav  Harness  Co.  had,  Colonel? 

Col.  GoETz.  I  have  not  any  idea  as  to  the  value  of  their  contract& 

They  had  a  large  plant,  and  they  were  operating  on  a  large  scale. 

Mr.  Jefferis.  What  were  they  making,  saddles  and  bridles! 

Col.  GoETz.  They  were  making  saddles;  they  were  making  bridles; 

they    were  making  parts  of  Artillery  harness;  they  were  making 

halters. 

Mr.  Jeffebis.  What  position  were  you  given  then  by  Mr.  Thome 
after  you  had  made  these  reports? 

Col.  GoBTz.  Well,  I  was  assi^ed  to  Maj.  Byron  as  his  assistant, 
and  my  duties  were  that  of  chief  leather  inspector,  is  the  way  the 
order  reads. 

Mr.  Jefferis.  What  were  your  duties  to  be  in  that  regard? 
Col.  GoETz,  Well,  to  inspect  leather.     But  with  the  consent  and 
cooperation  of  my  chief,  I  refused  to  stay  put. 
Mr.  jEFFBnis.  What  did  you  do  t 
Col.  GoETz.  I  kept  on  inspecting  as  heretofore, 
Mr.  Jefferis.  That  is,  you  kept  on  inspecting  the  products  as 
they  were  being  manufactni-ed  by  the-se  factories? 
Col.  GoETz.  Yes,  sir, 

Mr.  Jefferis.  Did  you  notice  any  change  in  any  subsequent  visit, 
we  will  say,  to  tlic  Long  factory  as  to  tlie  kind  of  help  he  had  there 
or  not? 

Col.  GoETZ.  Well,  as  the  help  became  accustomed  or  broken  into  the 
work,  why,  of  course,  naturally  the  product  would  improve;  and 
then  I  think  that  he  changed  his  inspector  and  got  some  more  super- 
visors or  foremen,  and  his  work  was  very  much  better. 
Mr.  Jeffebis.  How  about  the  weight  of  the  material? 
Col.  GoETz.  Well,  it  was  cut  better — cut  up  to  the  standard. 
Mr.  Jefferis,  That  is,  so  the  Government  later  on  came  moie 
nearly  getting  what  it  was  intended  to  get? 

Col,  GoETZ.  Yes,  sir:  the  last  inspection  I  made  in  Mr.  Long's 
plant  his  product  was  very  good. 

Mr.  Jefferis,  Wlien  was  your  last  inspection? 
Col.  GoETZ.  Just  before  tlie  annistice  was  signed,  in  the  latter  part 
of  October,  I  think,  although  I  am  not  certain. 

Mr.  Jefferis.  Did  you  make  any  further  inspection  of  this  Ward- 
way  Co.'s  production  after  that? 
Col.  GoETZ.  I  did, 

Mr.  Jefferis.  Well,  did  their  production  improve  or  otherwise? 
Col.  GoETZ,  It  did  not. 

Mr.  Jefferis.  Did  you  ever  have  to  reject  any  of  the 
Col.  Goeto.  a  lot  of  it. 
Mr.  Jefferis.  During  what  period  of  time! 
Col.  GoETZ.  Between  July  and  the  time  the  armisti 
Mr.  Jefferis.  After  you  had  been  made  an  inspec' 
did  you  have  authority  to  reject  the  products  of  tnesi 
Col.  GoETZ.  I  did  not  reject  the  products  directly.    ' 
through  the  inspectors  of  the  zone  office.     I  would  ma 
the  factory ;  a  copy  of  it  would  go  to  the  zone  officer 
1412ir— 20— VOI.3— :« 
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Washington.    Many  of  these  reports  were  made  jointly  by  my  chief 
inspector,  Capt.  Benke,  Mr.  Piatt,  and  myself. 

Mr.  Jetfebis.  Was  some  of  the  production  of  these  two  companies 
which  you  rejected  wltat  you  call  practically  worthless  stuff  for  the 
use  the  Government  had  intended  it  for? 

Col.  GoETz.  You  could  not  call  it  worthless,  but  it  was  far  below 
the  specifications.  In  one  of  the  factories  the  important  straps  on 
the  saddles  were  cut  from  the  part  of  the  liide  that  in  use  it  would 
be  dangerous  to  the  rider. 

Mr,  Jeffebis.  Wliat  factory  was  that? 

Col.  GoETz.  The  factory  of  the  Wardway  concern. 

Mr,  Jefferis.  In  other  words,  it  would  not  have  sufficient  strength  ( 

Col.  GoETZ.  It  was  cut  from  the  belly  of  the  hide  and  from  the 
shoulder. 

Mr.  Jeffebis.  Do  you  know  whether  the  Montgomery-Ward  peo- 
ple settled  their  claims  with  the  Government  or  not? 

Col,  GoETZ.  I  do  not  know;  but  I  think  about  the  time  the  armis- 
tice was  signed  their  contracts  were  well  under  way,  if  not  nearly 
completed. 

Mr.  Qabrett.  Did  Long  &  Co.  at  any  time  receive  any  conipensit- 
tion  for  any  of  this  rejected  material  or  equipment  that  you  know  of? 

Col.  GoE-ra,  Not  that  I  know  of. 

Mr,  Gahhett,  Either  in  the  settlement  of  the  claim  or  otlierwise? 

Col.  Goetz.  Not  that  I  know  of,  sir.  I  do  not  believe  it  was  con- 
sidered, or  any  rejected  supplies  that  he  may  have  had. 

Mr.  Gabrett.  I  take  it  there  were  Government  inspectors  at  the 
factory  ? 

Col.  GoETz.  Yes,  sir;  in  all  the  factories. 

Mr,  Garrett,  At  the  time  of  your  first  visit  to  the  Long  factory, 
were  there  Government  inspectors  there  then? 

Col.  Goetz.  Yes,  sir;  at  many  of  the  factories  the  inspectors  were 
inefficient.  We  were  obliged  to  obtain  our  inspectors  through  civil 
service,  and  we  got  blind  men  and  dope  eaters,  cripples,  and  men 
who  were  misfits, 

Mr.  Garrett.  You  got  them  through  the  ciiil  service? 

Col.  Goetz.  The  civil  service.  They  would  only  permit  us  to  pay 
$1^00,  when  in  war  times  you  of  course  realize  what  sort  of  a  man 
you  would  get  for  $1,500.  Some  of  them  reported  at  Jeffersonville 
with  a  bottle  in  each  pocket. 

Mr.  Graham.  What  was  that? 

Col.  Goetz.  \Vhen  I  was  at  Jeftersonville  some  of  them  reported 
there  with  a  bottle  in  each  pocket. 

Mr,  Garrett,  Where  was  your  first  service? 

Col,  Goetz.  Jeffersonville,  Ind. 

Mr.  Gabrett.  When  did  vou  go  there? 

Col.  Goetz,  The  latter  part  of  July,  1917. 

Mr.  Garrett.  What  concern  was  there ;  whose  plant  were  you  as- 
signed to  there?  Were  you  there  at  Jeffersonville  at  any  particular 
time — that  was  headquarters? 

Col.  Goetz.  That  was  the  depot  quartermaster,  I  was  assigned 
as  assistant  to  Col.  W.  S.  AVood,  then  depot  quartermaster  at  Jeffer- 
sonville, 

Mr,  Garbett.  Well,  that  was  not  the  same  Wood  who  subsequently 
became  Quartermaster  General  ? 
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Col.  GOETZ.  No.  ^ 

Mr.  Garhett.  How  long  were  you  there? 

Col.  GoBTz.  I  was  there  until  March  25,  1918,  when  we  removed 
to  Washington — the  branch  was  moved  to  Washington. 

Mr.  Gakheit.  How  long  were  you  in  Washington  ? 

CoL  GoBTz.  We  were  in  Wasliington  but  a  short  period  when  we 
were  moved  to  Chicago  by  way  of  Jeifersonville,  April  25. 

Mr.  Garrett.  And  how  long  were  you  in  Chicago? 

Col.  GoETz.  July  20,  the  same  year. 

Mr.  Garrett,  And  then  where  did  you  go? 

Col.  GoETZ.  I  have  been  here  ever  since. 

Mr.  Garrett.  You  came  hack  to  Washington  and  have  been  located 
here  ever  since? 

Col.  GoETz.  Yes,  sir. 

Mr.  Garrett.  When  did  you  say  your  first  trip  of  inspection  was 
made  into  New  England  factories? 

Col.  Goetz.  I  beheve  it  was  some  time  in  July. 

Mr.  Garrett.  Of  1918? 

Col.  Goetz.  Yes,  sir. 

Mr,  Garrett.  Do  you  recall  what  other  factories  you  visited  there 
beside  the  Long  factory  at  Fraraingham? 

Col,  Goetz,  My  first  visit  was  to  E.  E.  Ladew  &  Co.,  Glen  Cove, 
Long  Island;  and  at  the  same  time  we  visited  a  number  of  small 
factories  in  New  York  whicli  had  small  production, 

Mr.  Garrett.  Did  you  visit  any  other  New  England  factories? 

Col.  Goetz.  Yes,  sir;  I  visited  the  factory  of  (Jraton- Knight,  at 
Worcester,  Mass.;  the  Warren  Leather  Goods  Co.,  Worcester.  Mass.; 
Smith-Worthinfrton  Co,,  Hartford,  Conn.  Those  were  about  the 
principal  factories;  and  another  concern,  the  Jewel  Belting  Co.,  at 
Worcester;  they  had  very  little  production. 

Mr.  Gabrett,  Did  these  central  factories  that  you  have  visited, 
other  than  the  Long  factory,  have  contracts  of  considerable  magni- 
tude? 

Col.  Goetz.  The  Ladew  Co.  and  Graton  &  Knight  had  very  large 
contracts. 

Mr.  Garrett,  How  did  they  compare  with  the  Long  contracts,  do 
you  know? 

Col.  GoETz,  Well,  by  way  of  comparison,  I  think  the  Laden-  con- 
cern's products  were  even  worse  than  Long's. 

Mr.  Garrett.  You  are  speaking  of  the  quality  ? 

Col.  GoBTz.  Yes,  sir. 

Mr.  Garbett.  What  did  the  other  concern  that  you  say  had  large 
contracts 

Col,  Goetz  (interposing).  Well,  the  Graton  &  Knight  made  some 
bad  equipment. 

Mr.  Garrett.  Had  any  of  these  concerns  been  engaged  in  the 
manufacture  of  such  materials  as  they  were  then  making  prior  to 
the  war? 

Col.  Goetz.  Not  that  I  know  of,  except  Smith-Worthington  &  Co- 
Mr.  Garbett.  They  had  been  harness  and  saddle  makers,  had  they^ 
and  these  other  things? 

Col.  Goetz.  Yes,  sir. 

Mr.  Garrett.  What  had  Long  and  Ladue  and  Graton  &  Knight 
been  making? 
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Col.  GoETz.  Graton  &  Knight  are  tanners  and  manufacturers  of 
belting,  power  transmission.  The  Ladue  Co.  are  manufacturers  of 
belting.  I  am  unable  to  tell  ;ou  whether  they  are  tanners  or  not. 
H.  R.  Long  was  a  shoe  manunicturer. 

Mr.  Garrett.  Exclusively;  that  is,  he  was  prior  to  the  war* 

Col.  GoETz.  I  do  not  know  of  any  other  activities  as  a  manufac- 
turer. 

Mr.  Garbett.  You  referred  to  your  testimony  earlier  in  the  day 
to  the  character  of  labor  at  the  Long  factory — unskilled  labor,  as 
I  understood  you  ? 

Col.  GoETz.  Yes,  sir. 

Mr.  Garrett.  But  of  all  nationalities! 

Col.  GoETz.  Yes,  sir. 

Mr.  Garrett,  People  who  had  had  no  experience  whatever  in 
making  harness? 

Col.  GoETz.  Yes,  sir. 

Mr.  Garrett,  Do  you  know  why  he  had  such  labor  as  thatt 

Col.  GoETz.  Because  he  could  not  get  any  other  kind. 

Mr.  Garrett.  Was  that  true  of  these  other  factories? 

Col.  Goetz.  Yes,  sir. 

Mr.  Garrett.  They  had  tlie  same  character  and  quality  of  labor! 

Col.  Goetz.  Yes.  sir. 

Mr.  Garrett.  Tlien,  Colonel,  do  you  attribute  the  failure  to  bring 
the  material  up  to  specifications  in  any  degree  to  the  labor! 

Col.  Goetz.  Absolutely,  and  inefficient  supervision.  These  facili- 
ties were  created  almost  over  night,  and  by  people  principally  who 
had  had  no  previous  knowledge,  and  when  you  take  a  man  from  the 
street  and  set  him  down  to  a  complicated  machine  to  operate  it,  you 
can,  of  course,  imagine  the  sort  of  product  he  would  turn  out.  Wnen 
you  have  a  man  to  cut  leather  to  he  distributed  in  the  various  straps 
that  go  into  making  a  harness  wlio  knows  nothing  about  the  char- 
acter of  leather,  you  know  what  the  result  will  be;  and  I  believe  that 
all  these  contractors  had  good  intentions;  that  is,  these  New  England 
contractors.  But  they  fell  down  on  the  supervision,  and  it  was  a 
physical  impossibility  to  get  help  that  was  skilled  in  that  particular 
line,  because  the  harness  business  at  best  is  a  dying  industry. 

Mr.  Garretp.  WTiy  is  that,  on  account  of  the  automobile  f 

Col.  GoETz.  The  automobile,  the  truck,  and  the  tractor. 

Mr.  Garrett.  Well,  Colonel,  were  the  conditions  such  in  the  United 
States  at  that  time  as  that  expert  supervisors  could  have  been  easily 
secured  at  these  factories,  or  do  you  know ! 

Col.  GoBTZ.  They  wore  very  difficult  to  obtain. 

Mr.  Garrett,  Were  all  of  the  regular  harness  concerns  of  any 
magnitude  in  the  country  also  engaged  to  their  full  capacity  pretty 
well! 

Col.  GkiBTZ.  All  of  them ;  yes,  air. 

Mr.  Garrett.  All  of  the  concerns  making  harness  and  saddles 
and  all  these  various  things  that  have  been  mentioned  here  were  en- 
gaged everywhere,  if  I  understand  you! 

Col.  Goetz.  I  would  not  say  all  of  them,  but  a  large  percentage 
of  them  were  engaged  on  war  work. 

Mr.  Garrett.  And  in  addition  to  that  the  Government  wisely  or 
unwisely  made  arrangements  with  a  lot  of  manufacturers  elsewhere! 

Col.  Goetz.  I  should  say  unwisely,  for  this  reason,  that  with  the 
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same  eDcouragement  the  regular  harness  manufacturers  could  have 
increased  their  facilities,  and  they  would  have  a  great«r  amount  of 
skilled  help  by  so  doing. 

Mr.  Gabrbtt.  Well,  considering  an  increase  of  facilities  would 
have  been  necessary,  it  would  have  been  better  to  place  them 

Col.  GoETz  (interposing).  With  the  regular  harness  manufac- 
turers. 

Mr.  Garrett,  Well,  what  about  the  facilities  in  this  Long  factory 
when  you  first  visited  it — the  machinery,  etc. ;  was  it  standard  equip- 
ment! 

Col.  Goerz.  Well,  he  had  the  highest  grade  and  type  of  machinery 
that  was  obtainable;  it  was  all  new. 

Mr.  Gauhett.  No  new  machinery  was  put  in  after  you  visited 
there,  I  suppose  t 

Col.  GoETz.  Well,  not  to  any  extent  He  may  have  put  in  a  ma- 
chine or  two  after  I  made  my  first  trip. 

Mr.  Garbeit.  But  had  good  madiinery. 

Col.  GoETz.  The  best  equipment  obtainable. 

Mr.  Gahbbit.  Colonel,  was  there  anv  factory  which  you  visited  in 
the  course  of  your  official  duties  at  which  you  did  not  find  it  neces- 
sarv  to  make  some  adverse  report) 

Col.  GoBTz,  Any  factory) 

Mr,  Garhbit.  Yea. 

Col.  Gopra.  Oh.  there  were  some;  yes,  a  number  of  them, 

Mr.  Garrett,  Were  they  factories  that  had  been  engaged  in  that 
same  business  prior  to  this  war? 

Col.  Gobtz.  Yes,  sir;  there  is  hardly  any  factory,  whether  regu- 
larly or  irregularly  harness  manufacturers,  that  would  not  had  some 
rejections. 

Mr.  Qabrbtt.  How  about  the  product  turned  out  at  the  Long  fac- 
tory subsequent  to  your  visit  there  compared  with  the  product  of 
other  factories  generally  ) 

Col.  GoETz.  Well,  after  he  had  an  understanding  of  our  needs 
and  was  shown  the  way,  his  product  compared  favorably  with  other 
factories, 

Mr.  Gahrbtt.  What  was  tlie  situation  with  regard  to  that  factory 
at  Ijong  Island,  the  Ladew? 

Col.  Gobtz.  Ladew  &  Co.! 

Mr.  Garrett.  Yes.  sir. 

Col.  Goetz.  Well,  they  did  not  make  a  great  deal  of  progress;  it 
was  some  better.  Tlie  russet  work  was  very  much  better,  but  the 
black  work  was  poor  on  the  last  inspection  trip  I  made  to  their 
factory. 

Mr.  Garrett.  And  what  was  the  situation  at  the  Worcester 
factory  ? 

Col.  Goetz.  I  only  visited  the  Worcester  factorj-  once. 

Mr.  Garrett.  Only  one  time? 

Col,  Goetz.  One  time  on  an  inspection  trip. 

Mr.  Garrett.  And  you  do  not  know  what  improvements  they  made 
in  their  product  afterwards? 

Col.  Goetz.  I  lieard  they  had  improved  their  product; 
brought  it  up,  and  quite  a  lot  of  it  was  rejected. 
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Mr.  Garrett.  Do  vou  know  what  form  of  business,  what  charactet 
of  material  Long  had  been  making  for  foreign  countries — of  any  for- 
eign country? 

Col.  GoETZ.  I  understand  that  lie  was  making  textile  equipment 
for  some  foreign  government. 

Mr.  Gakrett.  You  mean  leather  goods? 

Col.  GoETz.  I  understood  that  he  was  making  textile  equipment 
for  some  foreign  govemment. 

Mr.  Garrett.  Avas  this  Wardwav  C&  a  regular  manufacturing 
plant? 

Col.  GoETZ.  Yes,  sir;  Wardway. 

Mr.  Garrett.  Do  you  remember  how  long  it  was  before  you  trans- 
ferred or  gave  them  the  coat  of  whitewash,  as  you  expressed  it. 
after  you  had  visited  the  factory  or  made  a  report  on  it? 

Col.  GoETZ.  That  was  about  the  last  of  August.  I  visited  the  fac- 
tor>'  before  and  after  that.    I  can't  give  you  the  dates. 

Mr.  Gabbett.  Now.  just  a  question  or  two  about  the  claims,  I 
don't  believe  that  I  understand  yet  just  exactly  what  this  $221.000 — 
I  understand  tentatively  ngi-eed  upon  as  a  maximum  amount — repi-e- 
sents. 

Col.  GoETz.  The  $221,000  was  agreed  upon  to  cover  facilities — his 
overhead,  his  carrying  charges,  aiid  other  losses  incident  to  closing 
down  his  factory. 

Mr.  Garrett,  There  was  a  contract  uncompleted  for  which,  had  it 
been  completed,  he  would  have  received  $3,256,000? 

Col,  Goetz,  Yes.  sir. 

Mr,  Garrett,  This  $221,000  represents  everything  that  it  has  been 
agreed  to  pay  him  on  that  contract,  does  it? 

Col,  Goetz,  On  the  various  contracts. 

Mr,  Garrett.  On  the  contracts  represented,  and  the  $221,000  was 
pro  rated  to  every  one  of  the  various  contracts;  every  one  carried 
its  proportion? 

Col.  Goetz.  Yes.  sir, 

Mr.  Garrett.  You  used  the  word  facilities,  included  in  that. 
Just  what  character  of  facilities  were  they? 

Col.  Goetz.  Well,  facilities  would  inchide  bis  machinery,  his 
buildings,  if  he  has  any 

Mr,  (jarrett.  Well,  now,  do  you  mean  that  was  paying  for  the 
Use  of  his  own  facilities? 

Col,  Goetz.  Yes.  sir. 

Mr.  Garrett.  As  I  undei-stand  you.  the  Government  did  not  build 
anything  and  he  built  his  own  buildings  and  machinery  and  he 
charged  for  everything? 

Col.  Goetz.  Yes,  sir:  he  charged  for  everything  that  he  built, 

Mr.  Garrett.  Built  these  plants? 

Col.  Goetz.  Yes,  sir. 

Mr.  Garrett,  Put  in  all  the  machinert? 

Col.  Goetz.  Yes.  sir.  Then  in  making  this  settlement  with  Mr. 
Long  it  was  impossible  to  apply  any  particular  machine  to  a  specific 
contract,  Thev  had  to  be  talten  as"  a  whole.  Mr,  Long's  oonti-aots. 
as  I  understanc^,  was  ti-eated  in  whole;  amounted  to  about  $30,000,000, 
and  his  facilities  were  applied  to  the  original  amount  of  his  con- 
tract after  deducting  for  his  use  and  salvage;  a  value  of  $221,000 
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"Was   agreed  to  apply  to  these  22  contracts.     Do  I  make  myself 
plain* 

Mr.  Gabrett.  I  think  so.    And  that  cleaned  the  slate? 

Col.  GoETz.  Yes,  sir. 

\lr.  Garrett.  That  represented  about  wliat  percentage  of  this 
total? 

Col,  GoETz,  Six  and  three-quarters  per  cent. 

Mr.  GABRerr.  Of  $3,256,000? 

Col.  GoETf.  I  may  have  made  a  mistake  in  figuring  that,  but  it  is 
pretty  close  to  that  amount.  I  would  not  guarantee  on  all  of  my 
lifriires,  because  I  am  not  a  very  good  calculator.  Now,  the  can- 
cellation of  leather  contracts  is  difiicult,  because  they  have  different 
work  in  every  process  and  stage  of  manufacture. 

Mr.  Gahrftt.  Do  you  happen  to  know  the  state,  even  in  a  general 
Tvay,  the  state  of  the  material  in  this  Long  factory  ? 

C'ol.  GoETz.  Well,  some  of  the  material,  about  50  per  cent  of  the 
leather,  was  retained  by  Long  and  about  the  same  amount  turned 
back  to  the  Government.  Now,  in  going  over  a  tabulation  of  51 
of  those  contracts  with  our  department,  if  I  remember  correctly, 
the  total  amoimt  was  nearly  $6,000,000,  and  the  cancellation  of  that 
¥6.000,000  on  a  percentage  basis  was  less  than  9  per  cent. 

Mr.  Garrett.  Did  you  ever  talk  with  Mr.  Long  personally? 

Col.  GoETz.  I  know  Mr.  Long  very  well;  yes,  sir.     And  I  am 

Fained  and  sorry  to  be  obliged  to  make  this  criticism  of  his  product, 
felt  very  bitter  toward  Mr.  Long  at  fii-st,  but  he  came  aci-oss  and 
delivered  the  goods. 

Mr.  Garrett.  That  leads  me  to  ask  the  question:  From  your  ob- 
servations of  Mr.  Long,  your  converi^ations  with  him,  your  knowl- 
eilce  of  the  business  there  at  his  factory,  do  you  think  Mr.  Long  was 
willfnllv  seeking  advantage  of  the  Government? 

Col.  Goetz.  I  do  not  think  he  was.  I  do  not  know  anything  about 
'lis  pi-ofits  and  I  only  know  what  came  under  my  personal  observa- 
tion. I  know  that  he  was  willing  to  bring  up  the  character  of  his 
product  to  comply  with  the  specifications,  but  it  required  quite  a 
jolt  to  get  him  into  that  state  of  mind.  He  thought  he  was  doing 
I'ight.  He  did  not  know  any  better,  I  have  no  doubt  that  his  fore- 
man thought  he  had  been  doing  all  right. 

Mr,  Garrbtf.  His  foreman  had  no  experience  in  that  kind  of 
work? 

Col.  Goetz,  Yes,  sir. 

Sir.  Garrett,  He  was  his  foreman  in  his  shoe  factory,  and  was 
undertaking  to  perform  the  same  functions? 

Col.  Goetz.  Yes,  sir.  I  don't  think  the  fault  was  with  Mr.  Long — 
it  was  with  the  organization  that  created  the  organiznt'""  '"••  thaaa 
tucilities  that  was  not  needed, 

Sir,  Garrett.  I  believe  you  have  stated  that  it  w: 
standing  that  all  those  concerns  up  there,  following 
your  criticism  of  their  products,  were  somewhat 
against  it  ? 

Col.  Goetz.  Veiy  much  so. 

Mr.  Garrett.  And  was  that  true  of  some  in  other 
country  as  well,  or  do  you  not  know  about  that? 

Col.  Goetz.  I  have  not  heard  of  any.  Of  course,  w 
differences  of  opinion  with  contractors.    Some  of  th 
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ing  to  fight.  We  fought  with  them,  but  I  tiiink  our  record  will  bew 
investigation  with  the  contractors  at  large.  I  just  want  to  say  one 
word,  that  is  this,  that  the  termination  of  contracts  is  not  a  bed  of 
roses.  You  will  examine  a  paper  and  it  will  appear  on  its  face  that 
you  are  giving  the  Government's  property  away.  Now  here  is  an 
example.  I  will  let  you  look  at  this  [handing  finished  and  rough 
cast  surgical  instruments  to  Chairman  Graham,  subchairman]. 
Mr.  Graham.  It  is  some  sort  of  a  surgical  instrument 
Col.  GoBTZ.  I  do  not  know  what  this  is  a  set  of — whether  it  is  a 
t'wth  puller,  curling  iron,  or  what  it  is.  There  is  what  we  found  at 
the  foctory,  thousands  of  dollars  worth. 

Mr.  Garrett.  You  hand  me  here  an  instrument,  evidently  some 
hort  of  a  surgical  instrument,  which  in  its  finished  state  appears 

Col.  GoETz  (interposing).  It  is  a  finished  article  just  as  they  turn 
it  over  to  the  department. 

Mr.  Garrett.  Is  it  nickel-plated  steel } 

CoL  Goetz.  Yes,  sir. 

Mr.  Garrbtt.  That  is  an  instrument,  for  the  making  of  which  the 
Government  had  a  contract,  I  presume? 

Col.  Gocrz.  Yes,  sir. 

Mr.  Garrett.  And  then  yon  also  exhibit  to  the  committee  cer- 
tain others  in  blanks 

Col.  Goetz.  Those  are  the  blanks  that  come  from  the  drop-foi^ 


Mr.  Gareeft.  These  are  the  blanks? 

Col.  Goetz.  Yes,  sir. 

Mr.  Garrett.  Are  they  in  the  first  stages? 

Col.  Goetz.  Those  are  pust  as  they  come  from  the  drop-foi^ 
presses.    The  one  in  your  right  hand  is  trimmed  and  the  other  is  not 

Mr.  Garrett.  How  many  processes  will  they  have  to  go  through 
before  they  are  finished  ? 

Col-  Goetz.  They  have  to  be  trimmed  and  they  have  to  be  polished 
and  trued  up  and  after  that  nickel-plated  and  examined  and  as- 
sembled. 

Mr.  Garrett.  And  as  I  understood  you  to  say,  you  found  thou- 
sands of  these  crude  parts  on  hand? 

Col.  Goetz.  But  the  point  I  want  to  make  before  this  committee 
is  this:  Suppose  the  credited  amount  totals  many  thousands  of  dol- 
lars and  you  see  this — parts  on  hand  in  process  $25,000,  or  $30,000, 
or  $50,000,  salvage  value  $150,000.    How  would  that  look  to  you? 

Mr,  Graham.  Well,  that  would  depend  on  the  material  and  what 
it  was  good  for.    I  realize  particularly  what  you  are  driving  at. 

Col.  Goetz.  Well,  that  is  one  of  many  items  that  came  before  this 
board  to  pass  upon.  If  you  could  find  someone  to  use  those  instru- 
ments— by  a  medical  department  or  hv  some  commercial  concern, 
those  blanks  would  be  valuable  and  could  be  turned  to  account :  but 
in  the  event  that  you  would  find  no  market  for  them,  $9  the  10  for 
them. 

Mr.  Graham.  Mr,  Long  did  not  make  these,  did  he? 

Col,  Goetz.  No,  sir. 

Mr.  Graham.  This  is  just  then  a  general  description  of  the  hard- 
ships in  trying  to  make  a  settlement? 

Col.  Goetz.  Yes,  sir. 
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Mr.  Jepfems.  How  soon  after  July,  1918,  was  it  before  you  went  to 
Liong's  factory? 

Col.  GoETz.  I  was  up  there  in  August  and  again  in  September  or 
perhaps  the  1st  of  October.  I  made  three  or  four  trips  to  Long's 
plant. 

Mr.  Jefferis.  How  long  had  Long  been  practically  manufacturing 
harness  for  the  United  States  Government  prior  to  vour  visit  there 
in  July,  1918! 

Col.  GoBTZ,  According  to  my  recollection,  I  would  say  that  I  am 
unable  to  tell  you.  I  understood  from  officers  from  that  zone  that  he 
had  just  begun  the  manufacture  of  black  work.  He  had  done  some 
russet  work  previously. 

Mr.  Jefferib.  Did  he  make  any  saddles? 

Col.  GoETz.  No;  he  had  no  saddles. 

Mr.  Jefferis.  Where  wei-e  most  of  the  saddles  made.  Colonel ! 

Col.  GoETz,  The  .'saddles  were  pretty  well  distributed.  They  were 
made  in  Hartford,  Conn.;  Glencove,  Long  Island;  and  Cincinnati, 
Ohio;  Chicago;  St.  Paul  and  Minneapolis;  and  in  many  of  the 
Alissouri  River  towns.    In  Louisville.  Ky.,  and  in  Texas. 

Mr,  Jefferis.  If  they  had  completed,  or  any  ways  near  completed 
all  of  the  contracts  for  the  manufacture  of  leather  goods,  you  would 
have  taken  all  the  leather  in  the  United  States  and  possibly  three  or 
four  hundred  thousand  hides  besides? 

Col.  GoETZ.  That  was  a  statement  I  made  on  several  occasions.  I 
don't  think  I  made  it  strong  enough. 

Mr,  Jefferis,  You  don't  think  you  made  it  strong  enough? 

Col.  GoETz.  Yes,  It  would  have  taken  the  entire  take  of  hides  in 
the  United  States  and  several  hundred  thousand  more. 

Mr.  Jefferis.  And  the  people,  I  presume,  would  have  had  to  come 
Co  wear  wooden  shoes? 

Col.  GoETZ,  They  came  pretty  near  it  as  it  was. 

Col.  Goetz  withdrew. 

Mr.  Graham.  The  committee  will  now  hear  D.  J.  Bennett's  testi- 
mony on  tlie  results  of  his  investigation  for  the  committee. 

Mr.  Bennett,  you  have  been  working  as  an  investigator  for  this 
committee! 

Mr.  Bennett,  Yes,  sir. 

Mr,  Graham.  In  your  work,  have  you  had  occasion  to  observe  the 
contracts  that  were  made  with  K.  H.  Long  &  Co.! 

Mr.  Bennett,  Yes,  sir, 

Mr.  Graham.  What  investigation  have  you  made  in  these  contracts 
in  a  general  way ! 

Mr.  Bessett,  In  a  general  way  I  hni 
that  I  have  been  able  to  find  in  the  V 
formal  and  the  informal  contracts,  and 
all  tabulated  on  a  sheet  for  reference,  i 
individually. 

Mr.  Graham.  Have  you  pone  through 

Mr,  Bennett.  Yes.  sir. 

Mr.  (Jbaham,  Where  are  those  claims  i 

Mr,  Bexxett,  Why.  the  original  papi 
I  couUI  get.  There  were  three  or  four  I 
morning. 
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Mr.  Graham.  Are  there  any  papers  in  the  possession  of  the  district 
ordnance  board  ? 

Mr.  Bennett.  I  can  not  say,  Mr.  Graham.  I  had  a  talk  with  the 
ordnance  claims  board  to-day,  and  some  papers  that  I  had  asked  for 
are  on  the  way  up  here,  I  expect, 

Mr,  Gbaham.  You  have  examined  all  the  claims  filed? 

Mr.  Bennett,  All  except  the  Ordnance  claims ;  I  have  not  examine*! 
those.    Those  are  some  claims  for  helmet  linings. 

Mr.  Gbahasi.  Have  you  gone  into  the  Ordnance  contracts? 

Mr.  Bennett.  Yes,  sir. 

Mr,  Graham.  How  many  Ordnance  contracts  were  there?  That 
Mr.  Long  had? 

Mr.  Bennett,  I  have  examined,  I  think,  62  settlements,  and  they  are 
practiciilly  all  Ordnance.  I  have  not  segregated  them  on  this  state- 
ment. There  are  seven  or  eiglit  that  under  the  classification  would 
not  go  under  Ordnance  contracts,  but  I  put  them  all  on  this  tabulated 
Eiheet.    They  have  all  been  settled. 

Mr.  Graham.  They  have  all  been  settled? 

Mr,  Bennett.  I  have  not  seen  the  contracts  of  claims  that  are  still 
in  settlement. 

Mr,  Graham.  So  that  you  can  only  discuss  intelligently  the  claims 
that  have  been  filed  and  settled  ? 

Mr,  Bennett.  Yes,  sir, 

Mr,  Graham.  And  you  say  there  are  about  62? 

Mr.  Bexnett.  Sixty-two  I  think  I  have  examined. 

Mr.  Graham.  What  are  those  various  contracts  for  that  were  the 
basis  of  those  settlementij !  That  is,  the  articles  that  they  make,  that 
he  was  making? 

Mr.  Bennett.  Do  you  want  every  one?  Halters  and  headstalls, 
ration  bags,  feed  bags,  aparejo  rpins,  cartridge  bands,  canteen  covers, 
meat-pan  pouches,  shovel  carriers,  leggins.  bandoliers,  pack  saddles, 
and  traces  for  harness,  and  harness  and  harness  parts,  and  I  pracfi- 
callv  cover  all  of  them  in  the  different  subjects. 

itr.  Graham.  Now,  how  many  altogether?  I  assume  that  the  con- 
tracts that  you  ai-e  now  referring  to  are  contracts  that  were  not  com- 
pleted at  the  signing  of  the  armistice? 

Mr,  Bennett,  Yes,  sir. 

Mr.  Graham,  You  have  made  an  examination  of  the  uncompleteu 
contracts  or  the  completed  contracts  as  I  understand  you? 

Mr.  Bennett.  Not  to  examine  them  in  any  critical  way.  I  have 
copies  of  them  and  know  what  they  are,  but  I  have  not  made  an  exam- 
ination of  them  in  any  way  to  criticize  them. 

Mr.  Graham.  Col,  Goetz  said  that  he  understood  that  the  total  wa* 
about  $30,000,000.  What  do  you  understand  that  the  total  obliga- 
tions were? 

Mr,  BENNErrr.  The  contracts  that  I  have  gone  into,  contracts  that  1 
suppose  were  completed,  given  Mr.  Long,  aggregate  $30,000,000.  Mr. 
Long,  in  his  statement,  says  that  his  contracts  aggregate  $35,000,000. 

Mr.  Graham,  'What  statement  is  that  ? 

Mr.  Bennett.  His  statement  in  getting  allowance  for  special  facili- 
ties, overhead  charges,  and  that  kind  of  thing. 

Mr.  Graham,  Now,  were  all  these  sixty-some  contracts  settled  iit 
one  settlement? 
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Mr.  Bennett.  I  have  never  seen  any  evidence  of  that  in  the  claims. 
They  have  all  been  settled  individually. 

ilr.  Graham.  Do  you  find  individual  settlements  here? 

Mr.  Beknett.  Yes,  sir. 

Mr.  Graham.  Have  you  totalled  them  up  to  see  what  they  were ! 

Mr.  Bennett.  Yes,  sir. 

Mr.  Graham.  The  final  allowance  that  you  speak  of,  Col.  Goetz 
mentions  $221,000  that  has  been  paid  to  him.  What  do  the  papers 
disclose  after  your  examination ! 

Mr.  Bennett.  The  papers  that  I  have  of  Col.  Goetz  are  those  that 
refer  simply  to  the  last  contracts.  This  list  that  I  have  takes  up  the 
buildings  and  the  surgical  appliances  together. 

Mr.  Graham  ^to  Col.  Goelz).  What  was  that  settlement,  Colonel! 

Col.  Goerz.  I  nave  two  statements  and  this  one  here  is  for  leather, 
and  the  other  is  51  contracts. 

Mr.  Graham.  In  other  woitls,  does  this  $221,000  refer  to  leather 
goods? 

Col.  Goetz.  It  refers  to  leather  goods.  There  were  51  other  cou- 
tnictti  in  our  department  that  are  not  inchuled  in  this  leather  settle- 
ment. 

Mr,  (iRaham.  They  may  be  included  in  the  51  contracts,  but  1  saw 
a  tabulation  of  .')1  contracts,  including  a  total  cancellation  of  $.">,000.- 

ooo* 

Col.  (ioETz.  I  believe  I  gave  that  figure  as  $C,000,000. 

Mr.  Graham.  Yes. 

Col.  (Joetz.  At  a  cost  of  8.91  per  cent. 

Mr.  Grah.\m.  That  though  refers  to  the  leather? 

Col.  Goetz.  I  presume  it  not  only  refers  to  the  leather  but  other 
supplies.  We  terminated  222  leather  contracts  with  Long  &  Co.  and 
this  cancellation  teiminated  51  contracts. 

Mr.  (iRAHAU.  How  do  you  account  for  that? 

Mr.  Bennett.  There  were  foraial  contracts  and  infonnal  con- 
tracts, and  I  have  the  formal  contracts  jind  the  informal  both,  an! 
I  think  he  probably  has  informal  contracts  only.  I  think  there  are 
nlKtut  9  infonnal  contracts  that  did  not  go  through  the  process  at 
all.  I  have  copies  of  them  all.  I  have  02  contracts  that  were  settled 
by  the  war  claims  Itoard.  and  this  is  simply  a  tabulation  of  the  settle- 
iiients  of  those  departments  or  boards. 

Mr.  (iKAiiAM.  Tliere  were  62  of  them? 

Mr.  Bennett.  Yes. 

Col.  (lOETz  (interposing).  There  were  22  leather  contracts  as  I 
read  into  the  rec<»r<l.  amounting  to  $3,256,000.  I  examined  tho 
tabulation  of  the  51  contracts,  wliich  includes  textiles  and  leather, 
of  $5,000,000,  to  get  the  percentage  of  cost,  and  I  found  that  it  would 
be  nearly  9  per  cent. 

Mr.  Graham,  There  is  no  difference  of  opinion  between  you  then 
as  far  as  I  can  see.  Now,  >Ir.  Bennett,  you  tell  us  about  these  settle- 
ments that  have  been  made.  Take  the' textile  contracts  aside  from 
the  ones  that  Col.  Goetz  has  spoken  about.  Have  any  special  facili- 
ties been  allowe«l  for  in  any  of  those  contracts,  as  far  as  you  can 
ascertain  in  those  settlements! 

Mr.  Bennett.  Perhaps  it  might  make  it  clear  if  I  should  outline 
the  way  this  tabulation  w 
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Mr.  Gbahah.  Proceed  in  your  own  way. 

Mr.  Bennettt.  I  have  taken  the  contract  number,  the  date  it  be- 
jpns  and  the  date  it  should  be  completed  according  to  the  contract^ 
then  the  nrticle  and  the  amount  of  the  article,  the  amount  of  the 
article  and  the  amount  that  was  delivered,  the  amount  paid,  cancel- 
ling the  amount  or  the  amounts  paid  by  the  United  States  Govern- 
ment for  cancelling  the  uncompleted  contracts.  This  in  connection 
with  the  plant,  expenses,  storage,  special  facilities,  value  allowed 
contractor  for  the  special  facilities  and  the  subcontractors. 

Mr.  Graham.  Now,  you  have  a  complete  tabulation  of  all  the 
premiums  of  that  kind ;  has  it  been  verified  and  is  it  correct  I 

Mr.  Bexnett.  Tliey  have  been  verified  by  me  by  my  personally 
checking  them.  They  have  not  been  held  by  anyone,  but  I  person- 
ally went  over  them  very  carefully,  and  I  intended  to  make  a  new 
sheet  of  the  whole  thing  and  was  sidetracked  on  account  of  the  activi- 
ties  of  the  war  claims  board  in  getting  Mr.  Ixmg's  case  concluded, 
80  that  I  did  not  get  a  chance  to  make  a  new  sheet  and  I  found  only 
one  mistake  in  going  through  my  tabulation. 

Mr.  Graham.  If  that  statement  is  correct,  you  might  let  it  go  into 
the  record — that  is,  the  total  amounts  for  the  headed  columns — so 
that  we  can  tell  what  the  results  are.    Give  a  head. 

Mr.  Bennett.  The  amount  of  the  contracts  on  which  Mr.  Long  has 
filed  claims  for  damages  and  settlements  amount  to  $10,407,090.40. 
He  delivered  on  those  contracts  $4,521,089.94.  Tlie  value  of  canceled 
contracts  is  $5,886,048.51.  The  amount  paid  Mr.  Long  for  canceling 
these  uncompleted  contracts  is  $1,367,859.35.  The  property  turned 
over  to  the  Government  is  approximately  $780,000.  Property  re- 
tained by  Mr.  Long  is  $351,404.77.  The  amount  Mr.  Long  paid  or 
allowed  for  that  is  $95,991.04,  He  charged  for  maintenance  of  fac- 
tory $73,448.82.  He  charged  as  expense  for  storage  $22,265.93.  He 
charged  for  special  facilities  approximately  $150,000,  and  value  he 
claimed  to  allow  for  the  special  facilities  was  $44,080.43. 

Mr,  Graham.  Did  you  examine  those  claims  to  ascertain  what  spe- 
cial facilities  he  had  purchased?  What  do  you  mean  by  special 
facilities — buildings  and  machinery,  tools,  etc.,  for  making  the  stuff! 

Mr,  Bennett.  I  did  not,  I  examined  them  for  that  purpose,  and 
I  found  that  not  included.  There  are  only  two  claims  m  which  Mr. 
Long  has  given  the  items  of  machinery  at  all. 

Mr.  Graham.  Which  claims  are  those? 

Mr.  Bennett.  Contract  T8340.  for  300,000  pack  carriers,  and  con- 
tract T80510496232,  for  300,000  haversacks. 

Mr.  Graham,  Now.  when  were  those  contracts  made? 

Mr.  Bennett.  The  first  one  was  made  on  May  21,  1918,  scheduled 
to  be  completed  in  October,  1918.  The  second  one  was  made  May 
17,  1918,  scheduled  to  be  completed  in  October,  1918.  On  these  two 
claims  Mr.  Ijong  has  charged  up  special  facilities  to  the  amount  of 
about  $104,000. 

Mr.  Graham.  What  kind  of  special  facilities? 

Mr.  Bennett.  He  calls  them  looms  and  thos;e  are  the  only  ones 
which  he  has  charged  up,  and  I  want  to  say  in  connection  with  that 
that  he  had  a  contract  nmch  larger  than  these  in  the  earlier  part  of 
the  war  gatne,  and  completed  it  and  got  his  money,  and  those  tools 
would  be  absorbed,  in  any  businessman's  mind,  in  that  contract,  and 
he  had  no  right  to  charge  for  them  at  all  a  second  time. 
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Mr.  Gbaham,  That  is,  you  understand  thst  because  he  had  made 
these  things  earlier,  before  that,  that  the  cost  of  these  special  facili- 
ties was  amortized  in  the  contract  price  of  his  stuff? 

Mr.  Bennettt,  Yes,  sir. 

Mr.  Ghahah.  Well,  do  you  know  that  he  had  looms  at  the  time  or 
whether  he  bought  them  at  the  time  he  made  these  contracts? 

Mr.  Bennitit.  I  do  not  know  a  thing  about  that  or  that  he  added 
any  accessories  to  his  tools  at  all.  I  think  he  had  to  with  the  big 
contract  for  this  same  identical  contract,  and  in  any  business  the 
special  facilities  would  have  been  figured  into  his  other  contract. 

Mr.  Graham.  Did  he  carge  any  other  special  facilities? 

Mr.  Bennett.  No  other  facilities,  but  in  the  Ordnance  Board  he 
charged  for  special  facilities.  Tliis  seems  to  be  one  of  those  hapoy 
arrangements  apparently  to  help  Mr.  Long  out  to  bunch  up  nis 
facilities  and  charge  it  back  to  the  Government  in  a  cancellation  of 
his  contract.  To  explain  that  I  want  to  say  this,  that  the  Govern- 
ment paid  Mr.  Long  over  $22,000,000  for  completed  contracts,  and 
that  the  special  facilities  that  he  used  on  that  material  should  have 
been  absorbed  in  those  items  that  he  made  and  these  contracts  that 
he  had  in  this  case,  all  of  them  simply  duplicated  goods  and  contracts. 

Mr.  Graham.  For  stuff  that  he  had  theretofore  made  previously 
and  completed? 

Mr,  Bennett.  For  stuff  that  he  had  made  previously,  and  I  want 
to  say  that  these  contracts  are  practically  all  scheduled  to  be  com- 
pleted on  or  before  the  30th  day  of  November, 

Mr.  Graham.  Do  you  know  whether  they  were  completed? 

Mr.  Bennett.  Yes,  sir.  They  were  not,  and  he  was  allowed  to 
deliver  up  until  March,  1919,  on  the  leather  goods. 

Mr.  Graham.  Was  that  true  on  any  of  these  contracts  that  were 
being  settled! 

Mr.  Bennett.  Yes.  sir;  and  I  want  to  mention  in  connection  with 
that  in  a  business  sense  that  these  contracts,  a  great  many  of  them 
that  were  due  to  be  completed  in  May  and  June,  1918,  and  some  were 
urgent,  some  of  them  were  designated  as  special  and  urgent,  Mr. 
jjong  did  not  touch  at  all ;  never  bought  any  material  on  some  of 
them,  and  he  turns  them  over  and  he  takes  tnem  and  gets  a  special 
premium  for  taking  all  the  ordnance.  He  took  what  they  call  a 
special  allowance  or  premium  for  having  taken  a  contract  and  held 
it  for  six  or  eight  months  and  doing  nothing  on  it  and  tlien  asked 
the  Government  to  give  him  something  for  having  $10,000,000  of 
contracts  and  not  having  done  them. 

Mr.  Graham.  Do  you  Know  anything  about  that? 

Mr.  Bennett.  The  records  and  the  papers  show  tliat.  Nothing 
was  done  in  a  great  many  of  them. 

Mr.  Graham.  How  many  of  them? 

Mr.  Bennett.  I  can  tell  by  going  through  paper  after  paper.  I 
judge  that  the  aggregate  of  contracts  on  which  nothing  was  done 
runs  between  three  and  four  millions  of  dollars. 

Mr.  Graham.  This  is  for  what  kind  of  stuff! 

Mr.  Bennbtt.  T  can  give  you  a  list  of  them  if  you  want  them. 
The  first  is  mail  baps.  It  was  for  only  $314,  but  it  was  given  on 
August  28,  1918,  and  it  was  to  be  completed  in  July,  I  think.  The 
nejct  one  is  for  ration  bags  given  on  April  15,  1918,  marked  in  the 
contract  "  Urgent  need,"  was  to  be  completed  25  per  cent  in  Sep- 
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tember;  same  in  October,  November,  and  December.  There  was 
nothing  done  on  the  contract  at  all.  The  whole  thing  was  can- 
celed and  Mr.  Long  got  $10,091.67  for  canceling.  The  (iovernment 
got  $335  of  odds  and  ends  which  Mr.  Long  did  not  use  in  his  future 
work.  Mr.  Long  got  $16,700  worth  of  raw  material,  and  he  allowed 
tlie  Government  for  it  $133.33. 

Mr,  Jefferis.  How  much  did  it  cost? 

Mr.  Bennett.  I  do  not  know  what  it  cost.  I  know  he  charged  it 
up  to  the  Government  at  $16,700. 

Mr.  Graham.  Now,  the  nest  contract  where  he  had  not  done 
anything? 

Mr.  Bennett.  The  next  contract  that  he  had  done  nothing  on  was 
belts  for  rifles — 15,000  of  them.  Tliis  contract  was  dated  May  10, 
1918,  50  per  cent  of  them  to  completed  in  July  and  the  balance  of 
them  in  August.  He  had  done  nothing  on  those.  He  received  for 
cancellation  $6,572.84.  The  Government  got  $3,957.43  worth  of 
material.  Mr.  Long  took  $1,870.81  and  paid  $935.40  for  it.  The 
next  contract  is  for  rifle  belts.  This  is  dated  June  20,  1918,  to  start 
August  1  and  complete  in  January.  The  amount  of  the  contract 
was  $507,758.80.  It  was  canceled.  He  received  for  canceling  it 
$36,935.18.  The  Government  took  some  property  at  $17,459.50. 
That  is  all  there  was  to  that  transaction.  The  next  item  was  some 
more  cartridge  belts  that  was  dated  the  4th  of  April,  1918—25  per 
cent  in  September,  25  per  cent  in  October,  November,  and  December. 
That  was  also  canceled.  And  for  that  cancellation  he  got  $5,757,83. 
The  Government  took  $1,810. 

Mr.  Jefferis.  \Vliat  was  that  foi? 

Mr.  Bennett.  For  material  turned  back  to  the  Government  that 
Mr,  Long,  didn't  want.  It  happens  that  the  next  one  is  for  cart- 
ritige  belts,  April  4,  1918.  the  same  delivery  as  the  one  above.  25 
per  cent  September.  October,  November.  December.  Nothing  done 
on  that.  He  gets  for  canceling  that  $2,677.45,  Tlie  Government 
gets  $837. 

Mr.  Jefferih.  You  mean  Mr.  Bennett  that  nothing  was  delivered 
on  it? 

Mr.  Bennett.  Nothing  done  on  it.  No  work  done  excepting  tliat 
there  was  some  material.  The  contract  is  canceled  for  the  entire 
amount,  and  it  mav  be  that  some  parts  are  thrown  in  against  it. 

Mr.  Graham.  There  may  be  some  that  were  cut  up.  Can  you  tell. 
Did  yon  observe  whether  any  of  those  parts  were  cut  ? 

Mr.  Bennett,  Yes,  sir;  there  is  part  of  it  worked  up  and  some 
of  it,  almost  all  material,  but  I  can't  tell  from  these  claims  here. 
You  will  have  to  examine  each  individual  claim  to  get  that. 

Mr,  Graham.  But  in  some  cases  it  is  partly  worked  up? 

Mr,  Bennett.  Yes,  sir,  in  some  cases  it  is  partly  worked  up.  The 
next  item  is  on  Artillery  bridles.  Contract  was  dated  May  3,  1918, 
was  to  begin  June  1,  700  per  month,  and  complete  November  1.  The 
amount  of  the  contract  $16,0,)8,10.  Mr.  Long  conceled  that,  I  re- 
member, and  they  marked  that  "Standard  Allowance"  $889.80.  I 
can  verify  that  when  I  get  to  the  individual  clatm.s.  The  next  con- 
tract is  on  June  21,  1918.  begins  September  and  completed  in  Feb- 
ruary, 1919,  on  the  1st  of  February.  $18,959.36  for  the  amount  of  the 
contract.  Mr.  Long  takes  $183,39.  That  is  all  written  on  that  one. 
The  next  one  is  for  pack  saddles,  10,000  of  them.     This  contract  was 
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dated  May  11, 1918.  Nothing  was  done.  The  amount  of  the  contract 
was  $455,000,  amount  canceled  for  the  same.  Mr.  Long  received  for 
that  cancellation  $167,281.56.  The  Government  takes  over  material 
that  he  turns  over,  amounting  to  $91,749.96.  Mr.  Long  retains 
$92,780.53  andhe  pays  for  it  $43,822.80. 

Mr.  Jeffebis.  That  is,  he  retains  that  $92,000  worth  of  material  ? 

Mr.  Bennett.  Yes,  sir;  and  he  allows  $48,822.80  for  it.  In  this 
particular  case  of  a  contract  that  should  be  completetl  on  November 
30,  1918,  Mr.  Long  has  charged  for  maintaining  liis  factory  until  he 
could  get  a  settlement,  $10,500.  He  has  charged  $4,323.87  for  ex- 
pense of  storage.    He  has  charged  on  special  facilities,  $14,281.75. 

Mr.  Jefferis.  What  kind  of  facilities? 

Mr,  Bennett.  That  is  the  bunch  of  stuff  that  he  has  charged 
against  everything.  That  is  the  stuff  that  he  used  and  for  which  he 
charged  a  previous  time  for — he  allowed  for  those  special  facilities, 
$2  906.75. 

Mr.  Graham.  Now,  without  going  into  details,  hastily  run  over 
those  contracts  and  give  us  what  you  have  here? 

Mr.  Bennett.  Traces  for  Artillery  horses,  harness,  $130,155,99; 
cruppers,  that  is  part  of  an  aparejo,  $261,256.80;  brass  collars,  $184,- 
744;  Artillery  bridles,  $312,500;  tool  kits,  $18,683;  tool  kits,  $24,- 
652.57;  covers  for  breech-lock  mechanism  arrangement,  $47,826.90; 
surgical  appliances,  under  date  of  November  9,  1918,  that  was  for 
$85,530. 

Mr.  Graham.  Surgical  appliances  two  days  before  the  armistice? 

Mr.  Bennett.  Yes,  sir.  It  appears  that  Mr.  Long  got  $16,- 
233.44 

Mr,  Gr-iham.  "For  damages! 

Mr.  Bennett,  Yes,  sir.  He  claimed  to  have  hustled  and  gotten — 
l>etween  the  9th  of  November  and  the  time  that  he  was  notified  to 
st^  work,  $32,396.98  worth  of  material  together. 

Mr.  Graham.  Do  you  know  what  those  were? 

Mr.  Bennett.  It  was  largely  duck  and  slings, 

Mr.  Graham.  Do  you  know  when  that  contract  was  canceled  ? 

Mr.  Bennett.  It  w.is  supposed  to  be  canceled  about  the  16th  of 
November ;  yes,  sir. 

Mr.  Graham.  He  claims  he  got  all  material  together  in  his  fac- 
to^? 

Mr.  Bennett.  Yes,  sir;  that  is  the  statement  he  made. 

Mr.  Graham.  And  the  Government  allowed  what? 

Mr.  Bennett.  $16,323.44,  and  he  takes  this  material  off  the  Gov- 
ernment's hands,  $32,696.98. 

Mr.  Graham.  And  what  did  he  allow  for  it? 

Mr.  Bennett.  $16,323.44. 

Mr.  Graham.  About  half  of  it 

Mr.  Bennett.  And  had  it  after  three  or  four  days;  not  much 
longer  than  that.  I  understand  in  connection  with  that,  if  you  will 
permit  me  to  state,  that  an  order  went  around  stopping  the  purchase 
of  everything  except  subsistence,  from  which  I  have  not  been  quite 
able  to  understand  why  a  contract  was  signed  on  the  9th  of  Novem- 
ber and  sent  out. 

Mr.  Graham.  When  was  such  an  order  sent  out! 

Mr,  Bennett.  Two  days  before  the  armistice  was  supposed  to 
ha%'e  been  signed. 
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Mr.  Geaham.  It  was  the  Tthl 

Mr.  Beknett.  The  rumor  went  out  throughout  the  country,  as  I 
remember  it,  on  the  7th. 

Mr.  Gabrbtt,  It  was. 

Mr.  Benhbtt.  And  it  was  really  signed  on  the  11th. 

Mr.  Graham.  Well,  do  you  have  anything  authentic  about  that 
order? 

Mr.  Bennett.  I  have  it,  but  I  am  not  sure  where-;  I  think  I  have 
a  copy  of  that  order. 

Mr.  Graham.  Were  any  other  orders  given  to  Mr,  Look  immedi- 
ately prior  to  the  signing  ot  the  armistice  that  you  know  of! 

Mr.  Bennbit.  I  ^ow  of  none  immediately  preceding  the  armistice. 

Mr.  Graham.  There  was  another  contract  given  to  Mr.  Ix)ng  on 
July  6, 1918.    What  was  that? 

Mr.  Bennett.  That  was  for  $17,500,  and  tiiat  was  canceled  in 
July.  If  you  will  take  up  the  special  items  on  that  $85,000  surgical 
appliances,  I  would  like  to  mention  that  the  delivery  of  that  contract 
did  not  begin  until  December.  There  was  no  rush  in  getting  the 
material. 

Mr.  Graham.  The  delivery  began  in  December.  Kow,  let  me  ask 
you  something.    Tliis  leather  that  was  taken  over  by  Mr.  Long,  have 

{'ou  examined  the  claims  so  that  you  can  testify  what  shape  this 
Bather  was  in? 

Mr.  Bennett.  The  most  of  it  was  in  the  hides  and  butts  and  bends. 
Sometimes  it  was  a  regular  hide  of  leather  as  it  came  from  the  tan- 
nery. 

Mr,  Graham.  Did  he  take  over  the  cut  material  ? 

Mr.  Bennett.  Where  he  could  use  it  to  advantage  and  where  not 
the  Government  took  it  over  at  big  prices.  I  can  verify  that  if  you 
give  me  the  opportunity  to  do  so.  I  have  all  the  settlements  here  in 
the  office. 

Mr.  Graham.  At  what  per  cent  was  this  leather  in  the  hides,  or 
butts,  as  you  call  them,  sold  to  Mr.  I^ong  on  these  settlements? 

Mr.  Bennett.  Well,  a  great  deal  of  it  was  sold  at  50  per  cent. 

Mr.  Graham.  Do  you  know  whether  there  was  any  standing  rule 
of  the  department  in  making  these  settlements? 

Mr.  Bennett.  I  think  there  was,  but  I  don't  think  that  Mr.  Long's 
settlements  adhered  to  the  standard  rule. 

Mr.  Graham.  Why,  not? 

Mr.  Bennett.  I  think  he  was  given  more  than  the  standard  rule. 
As  I  can  read  the  contract  he  is  charged  with  more  leather  than  is 
required  to  complete  the  contracts. 

Mr.  Graham.  Can  jou  produce  the  papers  to  show  that? 

Mr.  Bennett.  I  think  I  can. 

Mr.  Graham.  Then  do  so. 

Mr.  Bennett,  If  I  may  be  permitted,  Mr.  Graham,  I  would  like  to 
explain  one  remark  I  made  regarding  special  facilities.  In  several 
of  the  contracts  that  Mr,  Long  had  ui  the  early  date  when  he  was 
supposed  to  take  on  the  Government  work,  his  charges  were  very 
much  higher  than  at  the  latter  part  of  the  war.  For  instance,  helmet 
linings  were  charged  up  at  80  cents,  and  any  machinery  would  prob- 
ably be  absorbed  in  that  contract.  Then  later,  then  he  had  additional 
helmet  linings  to  make  and  he  made  them  at  a  less  prire,  presumably, 
than  he  had  originally,  as  he  had  paid  for  his  machinery.    I  think 
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that  holds  true  with  all  of  his  work — tliat  the  early  contracts  were  at 
higher  prices. 

Mr.  Graham.  Now,  as  I  understand,  when  this  leather  was  al- 
lotted, w)ien  a  man  took  a  conti-act  with  the  Government,  he  was 
allotted  a  certain  amount  of  leather  to  do  it  with? 

Mr.  Bennett.  In  some  cases  the  Government  furnished  all  the 
leather.  In  that  case  it  was  allotted.  In  other  cases  when  the  con- 
tractor furnished  it,  the  Government  paid  no  attention  to  it.  In  a 
great  many  cases  it  was  where  the  Government  was  to  furnish  all 
the  materials. 

Mr.  Graham.  Tell  us  about  some  of  those. 

Mr.  Benxett.  This  is  a  contract  designated  as  r5943-40o3:i,  dated 
April  15,  1918.  for  20,000  ration  bags  complete. 

Mr.  Graham.  For  what? 

Mr.  Bexnett.  Twenty  thousand  ration  bags  complete;  amount  of 
contract  is  $97,000.  I  just  want  to  see  if  this  is  that  urgent  one.  This 
is  that  very  urgent  contratt  that  they  wanted  for  overseas  shipment. 
There  was  not  anything  done  on  it,  but  this  contract  was  to  b©  com- 
pleted in  December.  He  was  to  start  deliveries  in  September.  That 
IS  a  matter  of  record,  of  <ourse.  Ho  takes  the  sum  of  $4,200  as  a 
premium  for  having  taken  that  contract  and  held  it  until  the  Gov- 
ernment canceled  it,  and  then  he  charges  the  Government  for  33,004 
square  feet,  at  50  cents  per  square  foot.  $16,700;  and  he  allows  a 
salvage  value  on  it  of  $11,133.33,  He  gives  the  (Tovemment  some 
washers  and  things  that  he  had,  and  he  also  includes  eyelets,  to  the 
value  of  $325.  the  blue  prints,  and  the  instructions. 

All  that  I  can  find  in  regard  to  latigo  leather  on  the  ration  bag 
calls  for  10  little  pieces  or  thon^  There  are  four  of  them  threes 
eighths  of  an  inch  wide  by  51  inches;  there  are  four  that  are 
three-sixteenths  of  an  inch  wide  by  8J  inches.  Two  that  are  three- 
eighths  by  thirty  and  one-fourth  mches.  The  actual  square  inches 
in  these  thongs  amounts  to  94^  square  inches.  That  is  all  the 
thongs  it  takes.  Multiplying  by  20,000  of  those  units  and  we  have 
1,SS.'».000  square  inches  of  actual  leather  that  it  would  take.  I  don't 
want  to  discount  Mr,  Long  at  all,  I  suppose  in  cutting  latigo  leather 
into  thongs  there  would  he  15  to  20  per  cent  wastage  in  the  hide, 
although  we  do  cut  them  in  small  circles  and  with  very  little  waste. 
That  number  of  square  inches  reduced  to  feet  nets  13,930  square  feet 
of  latigo  leather  used  in  the  manufacture. 

Mr,  Graham.  And  he  was  allowed  13,930  square  feet.  How  much 
did  he  charge? 

Mr.  Bennett,  He  charged  the  Government  back  with  34,400  square 
feet. 

Mr,  Graham.  Practically  20,000  square  feet  in  exces.s. 

Mr.  Bennett,  Twenty  thousand  square  feet  more  than  was  actu- 
allv  necessary  for  cutting  them,  and  he  buys  it  back  in  settlement  at 
a  (fiscount,  and  the  Government  pays  him  $;),556  for  making  a  good 
bargain. 

Air.  Graham.  What  was  the  per  cent  that  he  bought  it  bac'k  for! 

Mr.  BENNErr.  I  judge  about  33  per  cent  discount.  I  have  not 
worked  that  out. 

Mr.  Graham.  Can  you  tell  us  of  any  other  case  where  the  same 
thing  happened? 
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Mr.  Bennett.  Yes,  sir ;  there  are  so  many  of  these  things  that  I 
can't  get  them  all.  , 

Mr,  Graham.  Well,  as  I  understand  it  now.  Let  me  get  this.  The 
advantage  to  him  after  that  thing  happened,  if  he  got  more  leather 
than  he  needed,  the  advantage  -would  be  that  he  would  get  the  leather 
and  for  what  it  would  cost — this  excess  leather. 

Mr.  Bennittt.  No.  The  advantage  to  him  is  that  he  simply  piles 
up  the  leather  and  says  there  are  34,400  feet,  and  he  charges  it  up 
at  $16,000.  There  is  nothing  that  changes  hands,  but  he  makes  a 
bid  for  this  leather  and  he  gets  it,  and  the  Government  gives  him 
the  difference  between  his  figure  and  the  $16,000.  If  they  had  charged 
$13,000  and  taken  the  discount  off,  it  would  be  two-thirds  as  much, 
and  instead  of  paying  him  $6,000  it  would  have  paid  him  aboat 
$2,000  as  a  fair  settlement  in  accordance  with  the  rules  for  the  ad- 
justment of  settlements  of  that  kind. 

Mr.  Graham.  But  it  occurs  to  me  that  if  he  got  20,000  feet  more 
than  he  needed  and  charged  it  to  the  Grovenunent  at  full  price  and 
then  bought  it  back  at  half  price,  he  would  certainly  make  a  good 
profit  on  the  leather. 

Mr.  Bennett,  I  may  be  wrong  on  that, 

Mr.  Graham.  Well,  he  charged  the  Government  at  the  full  price! 

Mr.  Bennett.  And  takes  it  back  at  50  per  cent  off  or  33^  per 
cent  off,  and  the  more  he  charges  off  the  better  he  is  off. 

Mr.  Graham.  Go  ahead  with  the  others.  Do  you  know,  Mr.  Ben- 
nett, how  much  allowance  was  made  in  the  cutting  of  this  leather? 

Mr.  Bennett.  I  think  from  25  to  33  per  cent  wastage.  It  would 
depend  upon  the  articles  yo\i  were  cutting.  It  would  not  amount  to 
much  on  latigo  thongs.  It  is  a  little  piece  of  rawhide  that  they 
use  to  lace  things  together,  and  they  throw  it  in  their  pocket  for  an 
emergency  or  something  of  that  kind. 

Contract  P6773-4373E2  was  dated  May  27,  1918,  was  to  be  com- 
pleted in  July  for  the  magazine  carriers  of  a  French  machine  gun. 
On  this  contract  he  has  made  certain  deliveries.  There  is  58,2CS  of 
those  cans;  he  gets  cancellation  for  $19,453.46.  This  is  another  one 
of  those  urgent  cases  which  for  not  completing  Mr,  Ixing  received 
$4277.85. 

Mr.  Graham.  Tell  us  about  the  leather. 

Mr.  Bennett,  In  this  leather  he  charges  back  33,534  square  feet 
side  leather  in  one  item,  and  another  item  of  9d,101  square  feet,  and 
another  item  of  300  feet.  I  may  have  that  fboted  up.  Totaling 
132,935  square  feet  of  leather. 

The  latigo  string,  according  to  blue  prints  for  that  particular 
gun,  6f  inches  by  '(inches  long,  another  6J  inches  by  13  inches  long, 
which,  taken  together  in  square  inches,  is  1119f  square  inches  to  the 
gun.  I  figured  that  as  110  square  inches.  That  reduced  to  square 
feet  would  take  44,498  square  feet  to  complete  the  contract. 

Mr.  Graham.  That  does  not  allow  anything  for  wastage? 

Mr.  Bennett.  That  does  not  allow  anything  for  wastage,  but  the 
wastage  is  veiy  small. 

Mr.  Graham,  Allowing  50  per  cent  for  wastage,  how  much  would 
it  take? 

Mr.  Bennett.  It  would  take  88,900  square  feet. 

Mr.  Graham.  And  how  much  did  he  charge? 
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Mr.  Bennett.  He  charged  back  132,935  square  feet  and  took  it  at 
50  per  cent  discount. 

Mr.  Qrabah,  Then,  he  got  fifty  or  sixty  thousand  square  feet  of 
leather  at  60  per  cent  discount,  you  say? 

Mr.  Bennett.  Yea. 

Mr.  Graham.  Now.  Mr.  Bennett,  try  to  pay  attention  to  me  and 
answer  what  I  am  asking.  Did  you  allow  50  per  cent  of  wastage  of 
leather?  How  much  leather  was  there  charged  to  the  Government 
in  excess  of  what  was  actually  needed  for  that  job? 

Mr.  Bennett,  Just  34,000  square  feet,  if  you  allow  100  per  cent 
wasta^, 

Mr.  Graham.  Thirty-four  thousand  square  feet? 

Mr.  Bennett.  Thirty-four  thousand  square  feet;  yes,  sir. 

Mr.  Gbaham.  Do  you  have  any  other  instances  of  the  same  sort 
of  thing? 

Mr.  Bennett.  I  have  none  here  that  I  would  like  to  mention  in 
regard  to  the  price  of  cut  material.  Shall  I  give  the  number  of  the 
contract?    Ex  64,  dated  October  5,  1917. 

Mr,  Graham.  What  is  that  for? 

Mr.  Bennett.  That  is  for  feed  bags.  Schedule  to  be  completed 
November  30.  1919,  In  making  up  his  claim  on  this  Mr.  Long  has 
charged  14,900  latigo  thongs  i  inch  by  30  inches  at  15  cents  apiece. 
This  latigo  leather  is  at  a  higher  price  than  I  have  ever  seen  it.  The 
schedule  is  for  ."iS  cents.  Thin  reduced  would  make  that  cost  the  Gov- 
ernment $1.20  a  pound  when  cut  into  those  thongs.  The  operation 
is  very  simple.  He  was  allowed  15  cents  for  each  thong  or  over 
twice  the  actual  value  of  the  leather,  and  I  think  that  any  man  who 
is  familiar  with  cutting  thongs  would  bear  me  out  in  saying  that 
the  labor  cost  of  cutting  the  thongs  was  very  slight  and  could  not 
enhance  the  value  of  from  53  cents  to  $1.20  a  pound  by  merely  slitting 
up  into  thongs. 

Mr.  Graham.  Was  there  anything  wrong  about  the  weight  of  that 
leather? 

Mr.  Bennett,  I  have  not  gone  into  that. 

Mr.  Gbaham.  Was  your  attention  directed  to  any  other  errors  in 
charges  for  the  weight  of  leather  except  the  two  contracts  that  yoii 
have  mentioned? 

Mr.  Bennett.  My  attention  was  directed  but  I  haven't  had  time 
to  get  settled  on  that;  in  order  to  verify  these  overcharges  in  leather 
it  is  necessary  for  one  to  go  to  the  different  sections  to  get  blue  prints 
and  specifications  either  m  weight  or  square  foot. 

&fr.  Graham.  Do  you  know,  Mr.  Bennett,  about  the  price  of  leather 
such  as  is  required  for  the  making  of  these  articles.  Now  as  con- 
cerns (he  makmg  of  harness,  was  it  fair? 

Mr.  Bennett.  I  do  not  know  anything  absolutely,  only  what  I 
have  taken  from  journals.  The  price  is  nigher  than  it  was  at  the 
time  of  the  signing  of  the  armistice. 

Mr.  Graham,  Did  you  look  at  the  specifications  of  these  articles 
that  Mr.  Long  was  making? 

Mr.  Bennett.  Yes,  sir, 

Mr.  Graham.  What  kind  of  leather  was  required? 

Mr.  Bennett.  Latigo  leather, 

Mr.  Graham.  What  is  latigo  leather? 
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Mr.  Bennett.  It  is  ft  light  tan  leather  with  special  tanning,  which 
is  made  for  strings. 

Mr.  Graham.  As  I  remember  he  was  using  black  leather  in  some? 

Mr.  Bennett.  For  harness  and  headstocks  and  he  used  it  for 
aperejos.  Some  of  it  was  black.  He  used  a  great  deal  of  black 
leather. 

Mr.  Grahah.  Can  that  be  used  for  anything  else^ 

Mr.  Beunett.  I  couldn't  see  why  it  could  not  be. 

Mr.  Graham.  Do  you  know  whether  Mr.  Long  to-dny  is  in  the 
business  of  making  anything  except  shoes ! 

Mr.  Bennett.  I  do  not, 

Mr.  Graham.  Have  you  been  in  his  factory  ? 

Mr.  Bennett.  Noj  sir. 

Mr.  Graham.  This  leather  that  was  in  the  butts  and  hides,  that 
he  took  back,  was  that  hide  given  a  special  tanning  as  appeared  by 
the  claim  f 

Mr.  BENNprr.  No,  sir;  simplv  harness  leather  or  bridle,  or  russet 
bends  or  backs.  Sometimes  in  tne  aperejo  I'ails.  The  aperejo  sadtlles 
pretty  nearly  cover  a  horse.  Somebody  invented  the  thing  and  they 
started  to  make  tliem,  Thev  are  some  kind  of  a  packsaddle  as  I 
understand  used  on  disorderly  horses.  Thev  have  a  lot  of  hickory 
sticks  in  them,  and  thev  catch  an  ugly  or  unbroken  horse  or  broncho 
and  let  him  run  for  24  }iours.  If  he  lives  through  that  they  take  him 
out  and  if  he  dies  they  put  it  on  another. 

Mr.  Graham.  What  is  the  use  for  it  in  the  service? 

Mr.  Bennett.  I  can  not  see  a  correct  use  for  it, 

Mr.  Graham.  I  have  here,  Mr.  Bennett,  some  specifications,  a  copy 
of  some  specifications  that  have  been  handed  me  and  which  are  sup- 

f)osed  to  contain  the  plan  of  adjustment  of  these  contracts  a,s  to 
eatlier  and  that  sort  of  thing.  I  wish  you  would  look  at  it  and  tell 
me  whether  you  know  whether  that  is  used  in  the  settlement  of  these 
contracts.    It  inav  be  just  possible  that  you  do  not  know  ? 

Mr.  Bennett,  t  have  seen  a  great  many  of  them  in  connection  with 
the  claims.  The  black  leather  carries  a  special  allowance  on  it  and 
cut  leather  and  russet  leather.  Those  are  the  allowances  supposed 
to  be  used.  The  head  of  the  department  got  this  up  and  sent  it  out 
and  I  think  this  is  the  reference  that  was  sent  to  all  zones  and  all 
the  negotiators  for  settlement.    I  think  thev  used  this  as  a  basis. 

Mr.  Graham.  Then  as  you  understand  it  this  is  tlie  basis  for  all 
settlements  on  leather  poods? 

Mr.  Graha.m.  Mr,  Bennett,  are  there  any  other  matters  in  connec- 
tion with  these  claims  that  you  desire  to  call  this  committee's  at- 
tention to?  ' 

Col.  Goetz  (interposing).  This  plan  of  settlement  applies  to  the 
regular  harness  manufacturers,  but  it  did  not  apply  to  the  Xew 
England  manufacturers  of  leather  equipment. 

Mr.  Graham.  Well,  if  it  did  not  apply  to  the  New  England  manu- 
facturers there  is  no  necessity  particularly  of  our  bringing  it  in  at 
this  time,  although  it  might  be  useful  in  general.     We  will  let  it  go  in. 
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2.  The  GoverunieDt  shall  permit  the  contractor  to  complete  and  shall  accept, 
after  proper  inspection,  all  units  In  process  and  component  parts  on  which  80 
per  cent  of  tbe  total  labor  cost  for  completing  the  same  has  been  expended, 
to  be  paid  for  as  provided  In  paragnipb  1  for  completed  units  and  as  provided 
for  lierelnsfter  for  component  parts. 

3.  The  Government  shall  accept  all  component  parts  or  articles  which  are 
shown  In  the  attached  list  of  component  parts  as  being  Issuable  or  ha\-iDg  r 
luiown  salvage  value.  Tliesf  component  parts  will  be  completed  and  paid  for 
(a)  as  per  the  attached  schedules  where  applicable ;  (b)  by  contract  price  where 
applicable;  (c)  by  taking  the  manufacturer's  estimate  of  labor  and  material  on 
the  item,  to  which  shall  be  added  10  per  cent  overhead  and  10  per  cent  profit, 
this  latter  method  to  be  followed  where  neither  of  the  other  methods  ts  appli- 
cable. 

4.  The  following  is  n  list  of  complete  units  which  are  considered  to  have  a 
tcnown  salvage  value  and  which  it  will  be  tor  the  benefit  of  the  Government 
to  have  made  up.  In  all  cases  where  cut  leather  Is  In  stock  or  process  sufhcient 
to  completely  makeup  the  unit  article;  Artilleo"  bridles,  near;  Artillery  bridles, 
off  side  (less  reins  and  coupling  straps) ;  Cavalry  bridles;  riding  bridles.  J02; 
baiters,  leather,  alt  kinds;  Quaitei-inustcr  breast  collar  haniea-s,  load  and 
wheel,  H.  T.  G. ;  cable  trace;  ambulance  harness,  lead  and  wheel.  J124;  all 
riding  saddles;  cart  harness,  J95;  combat  harness,  collar  and  hame,  lead  aod 
wheel. 

5.  There  Is  nttachnl  also  a  list  of  component  parts  which  are  considered  to 
htive  a  known  issuable  or  salvage  value,  and  which  it  Is  considered  to  be  to  the 
advantage  of  the  Government  to  have  made  up  In  all  cases  where  cut  leather 
Is  In  stock  or  process  to  manufacture  the  same. 

Cut  russet  leather. — On  account  of  the  great  variety  of  lengths,  widths,  sub- 
stances, and  shn|)ps.  as  well  as  the  fad  thnt  jinrC  of  this  leHlher  is  sold  by 
tht>  foot  and  part  by  the  pound,  it  1b  impracticable  to  establish  n  uniform 
value  on  cut  parts. 

The  method  of  arrivlnj;  at  this  cost  will  he  as  follows; 

A  certlfietl  estimate  will  be  furnished  by  the  contractor,  which  will  be  veri- 
fied from  the  books  if  necessary. 

The  cut  stock  will  then  he  disposed  of,  as  follows:  (a)  Accepted  by  the 
Government  at  cost  plus  10  per  cent;  (t>)  completed  as  component  parts  and 
Hccepted,  as  provided  for  under  paragraphs  4  and  5,  above;  or  (c)  retained  by 
contractor  at  a  price  to  he  agreed  upon  by  the  zone  supply  officer. 

BAW   MATERIAL LEATHER. 

All  leather  of  spedflcatlon  quality  and  which  Is  applicable  to  the  terminated 
portion  of  the  contract,  shall,  after  the  usual  Inspection,  be  disposed  of  as 
follows,  with  the  following  allowances : 

(a)  All  black  harness  leather  backs,  bends,  or  sides  fihall  remain  the  prop- 
ert.v  of  the  contractor  at  an  allowance  of  15  per  cent  from  Its  net  Invoice  cost 
price. 

(6)  All  collar  leather  shall  remain  the  property  of  the  contractor  at  an  al- 
lowance of  15  per  cent  from  Us  net  invoice  cost  price. 

(e)  All  russet  harness,  strap  and  bag  leather,  latlRO  and  rawhide  lace  leather 
shall  become  the  property  of  the  Government  at  the  net  invoice  cost  price  to 
the  contractor,  unless  and  to  the  extent  that  the  parties  may  agree  that  the 
contractor  will  retain  the  russet  strap  harness  and  bag  leather.  In  which  event 
the  followlnR  allowances  will  be  made:  Russet  strap  in  sides.  33 J  per  cent; 
msset  strap  In  backs.  !V)  per  cent ;  russet  harness  In  sides.  331  per  cent :  ruaaet 
harness  In  hacks.  50  per  cent ;  russet  hag  leather,  25  per  cent ;  latlgo  and  ruw- 
hlile  Ince.  33i  per  cent. 

|if]  All  ran'hlde  calfskins,  russet  calfskins,  wool  skins,  and  smoked  elk  skins 
shall,  when  the  property  of  the  Government,  he  taken  back  by  It,  and  when 
uM'ned  by  the  contractor  be  taken  over  by  the  Government  at  the  net  Invoice 
cost  price,  as  they  are  of  practically  no  use  to  the  saddlery  trade  and  may  bo 
coDvertcd  and  sold  to  better  advantage  In  other  channels. 
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(b)  All  special  hardware,  including;  special  rivets,  provided  by  either  the  coa- 
trnctor  or  the  Government,  shall  become  the  property  of  the  OovernmeDt  at  its 
net  cost  price. 

(c)  All  commercial  copper  and  iron  rivets,  exc^t  as  above  noted,  shall  be- 
come the  property  of  the  contractor  on  an  allowance  of  50  per  cent  from  the 

(d)  All  special  ornaments,  such  as  spots,  rosettes,  and  other  dtetioctlve  hard- 
ware marking  United  States  equipment,  shall,  when  the  property  of  the  Gov- 
ernment, be  taken  back  by  It,  and  when  owned  by  the  contractor  be  taken  over 
by  the  Government  at  the  net  Invoice  cost  price, 

THBKUI. 

All  thread  shall  remain  the  property  of  the  contractor  at  the  folIowlnK  allow- 
ances from  the  net  cost  price,  namely :  Machine  and  hand  linen  thread,  331  pe^ 
cent;  cotton  white  and  gray  thread,  40  per  cent;  colored  cotton  thread  (on  ac- 
count of  its  being  subject  to  rapid  deterioration),  75  per  cent. 


On  account  of  the  very  wide  range  In  prices  on  lumber  throughout  the  United 
States.  It  Is  deemed  Inadvisable  to  advise  you  particularly  on  the  subject  ot 
boxes  and  box  material,  and  yon  are  authorized  to  make  the  adjustment  on  this 
item  according  to  your  best  Judgment  and  in  accordance  with  the  prices  of 
lumber  In  the  particular  locality  where  you  are  located. 


All  felt  in  rolls  ami  In  cut  pieces,  the  property  ot  the  Government,  shall  be 
returned  to  the  (iovemmeiit  and  the  contractor  allowed  the  price  paid  the  Gov- 
eiYiment  therefor.  All  felt  furnished  by  the  contractor  to  be  subject  of  special 
negotiation  with  him. 

Bridles  (or  Quartermaster  breastKwUar  harness,  H.  T.  G.  cable  trace;  lines 
for  Quartermaster  breast-collar  harness;  all  parts  ambulance  harness,  J.124; 
all  parts  combat  breast-cvtlar  harness  except  breast  collars  and  traces ;  bridle 
reins,  all  kinds.  In  pairs. 

Saddle  porta. — Coat  straps,  stirrup  straps,  cincha  straps,  side  quarter  straps, 
pommel  and  cantle  qunrti-r  stm|»<.  sllrrup  hoods,  hair  and  cotton  clnchas. 

6.  The  Items  covered  by  paragraphs  4  end  5,  both  In  units  and  component 
parts,  you  are  authorized  lo  permit  the  contractor  to  complete  where  cut  leather 
Is  In  process  or  In  stock,  as  above  stated,  but  no  leather  shall  be  cut  from  the 
side  to  complete  these  articles  imd  no  other  complete  units  or  component  parts 
except  those  speclfled  In  the  list  will  be  made  up,  except  as  provided  In  the 
clause  wherein  It  is  stated  that  If  60  per  cent  of  the  productive  labor  has  al- 
ready been  expended  upon  the  article,  then  you  are  authorized  bo  complete  the 
articles  either  as  a  unit  or  as  a  component  part,  as  the  i-Dse  may  be,  regardless 
of  Its  salvage  or  Issuable  value, 

7.  The  purpose  of  the  above  provision  la  to  provide  that  In  cases  where  the 
manufacturer  of  an  article  or  component  part  has  proceeded  to  the  extent  of 
80  per  cent  of  tlie  total  labor  necessary  to  complete  the  same,  the  article,  or 
component  part,  as  the  case  may  lie.  may  lie  made  up  regardless  of  Its  known 
salvage  or  Issuable  value,  but  where  labor  has  not  been  expended  on  It  up  to 
the  80  per  cent,  and  the  article  or  component  part  has  no  salvage  value  or  Is 
not  Issuable,  that  no  further  work  be  done  thereon. 

8.  Articles  or  component  parts  which  have  a  salvage  value  or  are  issuable, 
and  which  it  Is  advisable  to  Aulsh  though  now  less  than  80  per  cent  completed, 
are  set  forth  in  tie  foregoing  schedules. 

PBICGS    AND    ALLOWANCES. 

9.  All  cut  leather  on  which  no  other  work  has  been  done  and  which  has 
passed  the  usual  inspection  shall  be  retained  by  the  contractor  and  following 
allowances  made  the  contractor  on  account  thereof: 
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(a)  Long  straps,  which  Included  those  20  Inches  and  over,  cut  from  backs  and 
butts,  63  cents  per  pound. 

(b)  Long  straps  cut  full  length  of  side,  cut  through  lower  part  of  butt  and 
shoulders;  sliort  strain;  parts  cut  from  shoulders  aud  butts,  30  ceuts  per 
pound. 

{c)  Center  belly  and  head  cuts,  died  cut  stock  and  loops,  O.OB  cents  per  pound, 

DUCK  AND  PBILL. 

All  duck  iind  drill  furnished  by  the  Government  shall  be  returned  to  the 
Government  and  the  contractor  allowed  the  price  paid  the  Government  therefor. 

All  duck  and  drill  fumiahed  by  the  contractor  shall  be  the  subject  of  special 
oeKotlatlon  with  the  particular  contrnctor. 

APABBJO  INTEKUNINO  CLOTH  . 


BLACKtNO,    WAX,    0BEA8B,    DBBSBING,    AND   FINISHES. 

All  blacking,  wax,  grease,  dressing,  and  ftnlshes  of  all  description  will  be 
kept  by  the  contractor,  with  no  allowances. 

Mr.  Garhett.  In  view  of  that  statement  of  Col,  Goetz,  you  might 
refer  in  your  original  testimony  to  the  plan  of  settlement  that  was 
agreed  upon? 

Mr.  Bennett.  This  is  the  plan  of  settlement  that  was  applied  to 
harness  manufacturers  that  were  regularly  in  the  business. 

Mr.  Gabrett.  Now,  in  the  testimony  this  morning,  as  I  recall  it, 
you  said  in  regard  the  plan  of  settlement  that  you  first  attempted  to 
apply  this  and  it  was  found  that  it  would  not  work  out  well  and 
then  you  adopted  another  plan?    You  tried  to  ^t  a  uniform  plan! 

Mr.  Bennett.  We  found  that  it  was  impractical  when  applied  to 
a  manufacturer  who  set  up  his  facilities  from  the  ground,  and  we 
got  the  New  England  manufacturers  or  other  manufacturers  to  come 
in  to  formulate  a  plan  of  settlement,  something  along  this  line  to 
suit  the  particular  requirement. 

Mr.  Garhett.  Those  who  had  put  in  their  facilities  with  the  be- 
ginning of  the  contract? 

Mr.  Bennett,  Yes,  exactly  so. 

Mr.  Gabrett.  Xow,  Mr.  Bennett,  what  you  ought  to  call  the  atten- 
tion to  in  particular,  is  this  contract  for  Artillery  bridles! 

Mr.  Bennett.  This  is  a  formal  contract. 

Mr.  Garrett.  Were  a  very  large  proportion  of  these  contracts  with 
Mr.  Long  informal? 

Mr.  Bennett.  Yes,  sir. 

Mr.  Gareett.  What  did  they  consist  of? 

Mr.  Benneit.  They  consisted  of  some  agreement,  or  started  from 
some  verbal  commitment,  or  signed  agreement  was  illegally  signed 
so  that  it  came  back  and  drifted  into  the  contract.  This  contract 
was  designated  as  P109&-1514182,  The  verbal  agreement,  as  they 
call  it,  was  made  on  June  26, 1918,  and  in  that  contract  Mr.  Long  was 
to  begin  operations  on  August  1  and  deliver  10,000  bridles  in  August 
and  10,000  a  month  until  completed.  I  would  like  to  mention  in 
this  connection  that  the  Government,  under  the  contract,  was  to  fur- 


itv  Google 


2160  WAB  EXPENDITURES.      ' 

nish  all  material.  The  russet  leather,  strap  leather,  7  and  8  ounce 
insides,  was  to  be  furnished  as  follows : 

A  grade  at  57  cents,  B  grade  at  55  cents,  E  grade  at  63  cents. 

Backs :  A  grade  at  81  cents,  B  grade  at  76  cents,  E  grade  at  74  cents. 

The  reason  I  refer  to  that  leather  is  because  I  want  the  plan  clear. 
All  the  hardware  was  furnished.  This  is  a  foi-m  used  by  the  Ord- 
nance Department  when  the  contract  was  placed  with  the  contractor 
and  in  connection,  this  contract  was  canceled,  and  I  am  trying  to 
find  the  letter  which  canceled  it.  It  don't  seem  to  be  in  this  copy 
here.  But  here  is  a  letter  from  Mr.  Long  himself.  This  is  a  copy 
of  a  letter  dated  August  16,  1918.  addressed  to  Capt  James  A.  Hart- 
man,  Ordnance  Department,  Office  of  the  Quartermasters'  Depart- 
ment: 

Sib:  We  have  received  your  letter  under  date  of  August  13  canceling  verbal 
order  recently  given  us  tor  50,000  Field  Artillery  bridles.  We  regret  that  yon 
have  no  requirements  for  tbese  bridles,  but  have  canceled  the  same  ai 
requested.  The  writer  will  cull  on  you  sometime  In  the  future  In  the  hopes 
tbat  you  will  have  further  business  for  us  to  make  proposals  on. 
Yours,  respectfully, 

R.  H.  Loiia  Co.. 
By  RicHABo  H.  Lo.HG. 

And  there  is  a  note  on  it  by  Maj.  Thomas,  who  is  head  of  the 
leather  section — 


And  on  the  13th  day  of  August  Capt.  Hartman  did  write  him  that 
they  had  orders  to  discontinue  the  Artillery  bridles,  such  as  he  should 
be  making,  and  that  the  order  should  be  canceled,  and  this  was  his 
answer  to  it.  Later  on  in  the  war  game,  I  do  not  know  just  the  date, 
Mr.  Long  files  a  claim  against  the  Government  on  this  contract  for 
$31,350.98,  which  is  allowed.  I  can  make  it  clear.  I  am  sure  in  the 
first  place  that  the  verbal  conunitment,  or  whatever  it  may  be,  dis- 
tinctly states  that  the  Government  was  to  furnish  all  material. 

Mr.  Long  has  charged  back  to  the  Government  on  this  contract 
3.500  feet  of  latigo;  5,392  pounds  of  ntsset  bridle  leather,  and  he  has 
charged  overhead  of  $896.95,  making  a  total  of  $7,921.21.  The  Gov- 
ernment takes  that  off  his  hands  and  pays  that  for  it;  then  he  charges 
back  for  it  a  great  many  things  to  the  amount  of, ^,278.14,  mak- 
ing a  total  amount  that  the  Government  takes  of  $10,991.43,  includ- 
ing $1,836  overhead.  The  records  show  that  absolutely  no  leather 
was  shipped,  or  if  it  was  ordered  for  Mr.  Long  on  this  contract, 
it  is  a  fact  that  they  would  ship  some  of  the  hardware  and  bits  and 
other  things,  but  they  never  dia  diip  any  of  this. 

Mr.  Garrett.  How  did  you  find  that  out,  Mr.  Bennett? 

Mr.  Bennett.  What  was  shipped.  From  the  records  in  the 
leather  branch. 

Mr.  Oabrbtt.  Did  they  keep  a  record  of  everj-  shipment? 

Mr.  Bennitt.  They  do  where  the  Government  is  to  furnish  the 
leather,  the  date  shipped,  and  the  date  received.  There  was  never 
any  leather  shipped  to  him,  and  I  have  Maj.  Thompson's  letter  \-eri- 
fying  the  fact  that  there  was  no  leather  shipped  specifically. 

Mr.  Garrett,  Where  is  Maj.  Thompson's  letter? 
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Mr.  Bennett.  I  thought  it  was  here.  I  will  get  it  if  you  want 
me  to  take  the  time. 

Mr.  Garrett.  A  letter  from  Maj.  Thompson  to  us  that  no  leather 
was  shipped  to  Mr.  Long  at  all? 

Mr.  Bennett.  He  further  states  that  on  the  latigo  leather  would 
be  1,250  square  feet.  Now,  this  bridle,  all  the  material  it  takes  for 
latigo  leather  is  a  little  bit  of  a  chin  string.  The  specifications  froui 
the  olue  print  which  I  have  allows  15  by  14  or  15  inches  long,  which 
figures  up  something  like  5  square  inches  of  leather.  Now  the 
amount  of  leather  that  the  Government  would  have  shipped  would 
liave  been  1,250  feet,  as  I  remember  it,  whereas  3,500  feet  of  leather 
were  charged  for  by  Mr.  Long, 

Mr.  Garrett.  And  never  bought  any? 

Mr.  Bennett,  I  do  not  know  what  he  bought.  He  claims  that 
this  leather  was  used  by  some  firm  he  placed  the  order  with,  with- 
out notifying  somebody, 

Mr.  Garrett.  Could  that  have  been  done? 

Mr.  Bennett.  I  do  not  know  how  that  could  be.  I  suppose  that 
if  the  Government  was  to  furnish  the  leather  they  would  not  depend 
on  the  contractor  to  buy  it. 

Mr,  Garrett.  You  don't  believe  that? 

Mr.  Bennett.  He  claimed  he  paid  and  bought  part  of  that  from 
some  firms.  Three  thousand  five  hundred  feet  of  leather  was  at 
Robertson's,  while  3,592  pounds  of  russet  was  at  Alexander  Bros. 

Mr.  Garrett.  Mr,  Long  claims  that  he  bought  it  there  at  an  ad- 
vanced price  over  the  present  ? 

Mr.  Bennett,  The  Government  agreed  to  furnish  this  leather  at 
the  prices  that  the  Government  was  to  furnish  this  leather.  Busset 
strap  leather  was  57  for  the  highest  grade  of  russet  bridle.  I  suppose 
that  the  russet  backs  at  the  highest  prices  that  the  Government  would 
have  to  pay  for  that  would  be  81  cents.  I  think  they  charged  it 
to  him, 

Mr.  Graham,  What  did  he  sa;?! 

Mr.  Bennett.  He  charged  this  off  at  97,  which  would  be  16  cents 
a  pound  if  the  Government  had  shipped  to  him  and  on  the  latigo 
leather,  they  do  not  mention  latim  leather  here. 

Mr.  Garrett.  Who  swore  to  that  claim? 

Mr.  Bennett.  Richard  H,  Long. 

Mr.  Garrett.  Personally? 

Mr.  Bennett.  Signed  R.  H.  Long,  in  pen,  and  it  is  here: 

0  of  the  attached  sheets  are  true  to  the 

Mr.  Garrett,  I  think  you  better  insert  in  the  record  a  copy  of  the 
leather  prices  that  he  met  there.  Is  there  anything  further  in  con- 
nection with  this  claim  that  you  want  to  correct  or  call  attention  to? 

Mr,  Bennett,  Nothing  in  particular,  but  I  want  to  call  your  at- 
tention to  the  fact  that  Mr.  Long  has  signed  claims,  that  he  had  a 
whole  lot  of  contracts  dating  as  far  back  as  in  April,  1918,  tiiat  were 
not  touched  at  all.  That  he  didn't  complete  them,  and  that  he  re- 
ceived a  special  allowance  for  having  a  lot  of  contracts  on  hand  at 
the  time  the  armistice  was  signed,  and  one  of  them  was  a  very  large 
order,  in  which  he  is  delivenng  part  of  them,  and  is  way  behind  in 
his  deliveries.    That  he  had  plenty  of  work  on  these  contracts,  some- 
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times  for  four  or  .five  months  he  disregarded  them  so  that  now  he 

gets  $31,000  as  a  settlement  of  this  claim. 

Mr.  GARBFrr.  Are  there  any  other  of  these  contracts  that  received 
the  same  consideration? 

Mr.  Bennfit,  There  are  some  matters  that  I  would  like  to  call 
to  your  attention,  but  I  can  not  dig  them  out  to-day.  These  contracts 
are  very  voluminous.  I  intended  to  have  it  in  pretty  good  shape,  and 
I  would  have  if 

Mr.  Garrett.  There  is  nothing-more  that  you  want  to  bring  out 
to-day  1  You  do  want  a  further  examination  and  get  further  in- 
formation about  theml 

Mr.  Graham.  We  need  some  more  witnesses  in  the  morning  in 
reference  to  this  matter.  A  couple  of  witnesses  who  may  throw 
some  additional  light  in  regard  to  the  former  character  of  the 
claims  board. 

Mr.  Jeffebis.  Do  you  know  the  amount  of  informal  contracts 
which  the  Long  Co.  had  1 

Mr.  BeMN£TT.  Why,  the  amount  of  informal  contracts  that  he  filed 
claims  on  amounted  to  $10,407,000,  and  there  are  some  others  that 
I  have  not  in  this  list.  They  have  about  $1,000,000  of  helmet  linings, 
and  I  expected  that  the  contract  would  be  here  before  I  gave  any 
evidence  on  it.  . 

Mr.  Jefteris.  You  mean  the  first  amount  of  these  contracts? 

Mr.  Bennett.  They  amounted  to  $10,400,00a 

Mr.  Jefferis.  Then,  in  the  settlement  of  those  informal  contracts, 
in  the  settlement  of  claims  how  much  was  allowed? 

Mr.  Bemnett.  The  gross  amount  of  claims  was  $1,367,859.35.  That 
was  the  amount  paid  Mr.  Long. 

Mr.  Jeffebis.  Then  I  suppose,  in  addition  to  that,  he  retained  a 
Iarfi«  amount  of  material.    Is  that  it? 

Mr.  Bennett,  Mr.  Long  retained  $351,404.77. 

Mr.  Jefferis.  Was  that  salvage  value  or  cost? 

Mr.  Bennett,  That  is  what  he  claimed  it  cost  him,  like  this  leather 
at  97  cents  that  the  Government  would  have  bought  at  77.  Most  of 
that  he  allowed  $195,991.<H.  The  fair  value  approximated  $155,000 
to  $156,000. 

Mr.  Jeffebis.  Now,  do  you  know  the  amount  of  those  contracts 
that  are  what  you  call  formal  contracts? 

Mr.  Bennett.  All  that  I  have  seen  are  included  in  this  list.  This 
includes  the  formal  and  informal  that  I  have  made  up. 

Mr.  jEFFERia  I  know,  but  what  is  the  amount? 

Mr.  Garrett.  Did  you  put  that  list  in  ? 

Mr.  Bennett.  Yes,  sir;  I  did. 

Mr.  Garrett.  Mr.  Bennett,  have  you  examined  any  of  the  other 
contracts  except  those  with  the  Long  Co.? 

Mt.  Bennett.  Yes,  sir. 

Mr.  Garrett.  Have  you  examined  any  of  the  settlements  of  this 
Long  Island  company,  the  Lada? 

Mr.  Bennett.  I  think  that  I  have  looked  it  thoroughly  over. 
I'here  are  a  bunch  of  them.    I  did  not  make  a  sheet  of  them. 

Mr.  Garrett.  The  Grayton  and  Knight  at  Worcester? 

Mr.  Bennett.  Yes,  sir;  I  have  a  sheet  pn  Grayton  &  Knight  at 
Worcester,  the  same  as  this  is. 
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Mr.  Garrett,  Have  you  made  any  examination  at  Chicago,  Wood- 
way  &  CoJ 

Mr.  Bennett,  No;  I  have  not  run  across  their  company. 
Mr,  Graham.  Are  Woodway  &  Co.  subsidiary,  as  Col,  Goetz  testi- 
fied, of  Montgomerv  Ward? 

Mr.  Bennett.  I  haven't  checked  their  contracts  at  all. 
Mr,  Graham,  Now,  as  I  understand  you,  Mr.  Bennett,  you  infer 
and  wish  the  committee  to  infer  that  Long  &  Co.,  if  that  is  the  style 
of  it,  have  charged  up  to  the  Government  leather  which  they  did  not 
have,  and  in  that  way  Iiave  defrauded  the  Government! 

Mr.  Bennett,  I  don't  wish  the  committee  to  infer  anything,  I 
"wish  to  say  to  the  committee  that  Long  &  Co.  charged  up  the  leather, 
but  I  did  not  say  he  did  not  have  it.  I  say  he  charged  up  the  leather 
and  took  the  discount,  and  thereby  reaped  the  profits,  but  I  did  not 
say  that  he  did  not  have  the  leather. 

Mr.  Graham.  Do  you  know  how  that  is,  whether  he  had  the 
leather  or  not* 

Mr,  Bennett,  No,  sir;  I  do  not, 

Mr.  Graham.  Have  you  had  any  way  of  ascertaining  that  fact! 
Mr.  Bennett.  Only  these  records  which  have  beeh  prepared  by 
these  men,  who  are  supposed  to  be  able  men, 

Mr.  Graham.  You  nave  been  up  to  Framingham  in  the  course  of 
your  investigation ! 

Mr,  Bennbtt.  No,  sir;  I  have  not. 
Mr,  Graham.  You  have  been  to  New  England! 
Mr,  Bennett,  I  have  been  to  Boston  only, 

Mr.  Graham.  Whom  did  you  discuss  this  matter  with  in  Boston! 
Mr,  BENNrrr.  You  mean  in  a  general  way  of  discussing  it! 
Mr,  Graham.  You  were  there  looking  into  this  business.    Different 
other  companies  there,  tliat  was  your  business! 

Mr.  Bennett,  My  business  in  Boston  was  to  ascertain  about  the 
special  facilities.  I  have  some  of  these  items  charged  where  Mr.  Long 
charged  up  special  facilities  and  gave  the  itemized  machinery.  In 
other  cases  he  simply  lumps  up  special  facilities  and  I  find  that  he 
has  charged  up  $150,000  of  special  facilities,  but  nobody  knows  what 
they  were. 

Mr.  Graham.  Have  you  visited  the  factory  from  which  he  is  sup- 
posed to  have  purchased  these  special  facilities! 

Mr,  Bennett.  No,  sir;  I  suppose  that  I  could  get  it  at  the  zone 
office.  My  investigation  was  confined  to  the  zone  office. 
Mr,  Graham.  JGid  you  could  not  get  the  information ! 
Mr,  Bennett.  I  was  informed  that  the  machineir  from  different 
places,  that  they  had  some  arrangement  either  verbal  or  otherwise 
in  which  Mr.  Long's  special  facilities  were  lumped  in.  I  have  not 
seen  anything  in  my  examination  of  settlements  where  it  allows  the 
contractors  to  lump  in  all  his  special  facilities  and  use  them  in  the 
contracts  and  duplicate  them  on  the  Government  after  he  has  made 
his  profits  and  ask  the  Government  to  pay  for  it.  That  is  why  I 
went  to  Boston  to  get  some  information. 

Mr.  Graham.  Did  you  find  anji-hing  there  in  the  way  of  special 
facilities  t 

Mr.  Bennett.  In  the  Ordnance  departments  he  gave  the  special 
facilities — that  is,  with  the  Ordnance  claims  board. 
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Mr,  Graham.  Those  you  have  recited. 

Mr.  Bennett.  That  was  on  the  helmet  lining  which  I  have  told 
you  about. 

Mr.  Graham.  You  told  about  some  special  facilities  charged  in  on 
the  haversack  contract. 

Mr.  Bennett.  Yes,  sir. 

Mr.  Graham.  Those  were  the  ones  that  you  could  not  find  oot 
what  they  were. 

Mr.  Bennett.  Yes.  He  just  makes  it  up  as  $102,000  and  $104,000. 
and  then  he  sold  them  at  $10,000. 

Mr.  Graham.  Sells  them  or  buys  them? 

Mr  Bennett.  He  claims  to  have  sold  them  to  outside  parties. 

Mr.  Graham.  Did  you  ascertain  what  those  special  facilities  con- 
sisted of?    That  $102,000  that  you  mentioned? 

Mr.  Bennett.  That  was  simply  machinery,  looms,  etc. 

Mr.  GitAHAH.  Did  you  prosecute  your  investi^tion  far  enough  to 
verify  the  accuracy  of  the  price  charged,  $102,000? 

Mr.  BENNETr.  No,  sir;  I  do  not  know  whether  or  not  he  expended 
that  much. 

Mr,  GsAHAtt.  Does  tlie  i-ontract  show  what  date  he  claims  to  have 
bought  those  machines? 

Mr.  Bennett.  No,  sir. 

Mr.  Graham.  And  you  do  not  know? 

Mr.  Bennett.  No,  sir. 

Mr.  Graham.  Do  vou  know  whether  there  were  auditors  there 
at  the  factory  to  verify  these  statements? 

Mr.  Bennett.  No,  sir;  nothing  to  show.  There  are  statements,  a 
great  many  of  them,  filed  by  a  lieutenant  that  lias  been  there,  and 
satisfied  himself  that  tliey  were  true  and  correct.  A  lieutenant  br 
the  name  of  Curtis.  I  think  he  settled  all  contracts  with  R,  H. 
Long  Co.  and  that  F.  P.  Liberty  had  tlie  textile  contract. 

Mr.  Graham.  Your  recollection  is  that  his  name  is  Lieut.  Curtis? 

Mr.  Bennett.  Yes,  sir. 

Mr.  Graham.  Did  you  discuss  the  matter  with  him? 

Mr,  Bennett.  No,  sir ;  he  is  out  of  the  service  now,  so  I  understand. 
I  find  in  connection  with  the  last  big  contract  a  statement  by  W.  J. 
Morton,  "That  I  have  checked  up  the  statement  in  the  attached  re- 
port and  find  the  same  correct,"    I  do  not  know  Mr.  Morton. 

Mr.  Graham.  There  were  deliveries,  1  believe  you  said,  as  late  as 
March.  1919? 

Mr,  Bennett.  Yes;  on  the  later  contracts,  for  bridles. 

Mr.  Graham,  Did  that  amount  to  much? 

Mr,  Bennett.  I  have  a  sheet  here  taken  to-day  from  the  schedule 
of  delivery  and  some  of  the  eontractw.  and  some  of  them  had  quite  a 
delivei^  made  after  the  30th  of  November. 

Mr.  Graham.  Of  course,  Mr.  Bennett,  you  do  not  know  anvthing 
about  the  condition  of  material  that  was  in  the  shop  at  the  time  of 
cancellation  of  any  of  these  contracts  other  than  as  to  obtaining  it 
from  these  statements  of  settlements? 

Mr,  Bennett.  That  is  all. 

Mr,  Graham.  I  believe  you  stated  that  you  had  examined  the  con- 
tract Bufficientlv  to  know  as  to  the  character  of  material  that  was 
taken  away  by  Long  A  Co.? 

Mr.  Bennett.  Yes,  sir;  as  designated  in  the  settlements: 
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M.r.  Graham.  But  (h«y  do  not  show  anything  about  the  character 
of  the  material  that  the  Govenunent  took  overt 
Mr.  Benkept.  No,  sir, 

Mr.  Graham,  I  believe  you  stated  that  you  did  not  know  whether 
Ijong  -was  engaged  in  harness  making  now  or  not? 
Mr.  Bennett.  I  do  not  know. 

Mr.  Graham.  This  material  that  he  took  over,  was  any  of  it  suit- 
able except  for  harness  or  do  you  know  enough  about  leather  to  give 
an  opinion  t 

Mr.  Bennbtt.  I  think  there  are  other  people  that  can  give  you  bet- 
ter information  on  it.  I  assume  that  they  could  use  it  for  other  pur- 
poses, but  I  am  not  surg  of  it. 

Mr.  Graham.  Can't  some  of  it  be  used  for  making  shoesf 

Mr.  Bennett.  I  think  some  of  it  could  be.    I  would  be  willing  to 

buv  a  pair  made  of  nlmost  anything  if  I  could  get  a  reasonable  price. 

Mr.  Graham.  Did  you  find  any  other  contract  except  that  for 

50.000  bridles  in  which  the  Government  was  to  furnish  the  material, 

in  eoing  over  these  cases? 

Mr.  Bennett.  I  don't  remember  as  to  that.  I  didn't  check  the 
contracts  particularly.  This  contract  was  verv  peculiar  to  me  and  I 
took  it  through  very  carefully,  I  haven't  checked  all  the  contracts. 
Mr.  Graham.  What  is  the  date  of  that  50,000  bridle  contracti 
Mr.  Bennett.  Tlie  one  to  which  you  refer,  it  is  a  purchase  orde^ 
an  informal  contract.  I  have  a  copy  of  Mr.  Harpham's  letter.  I 
will  read  it  to  you  if  you  want  it. 

Mr.  Graham.  That  is  the  cancellation  order? 
Mr.  Bennett.  I  have  it  here.    It  is  addressed  to  R.  H.  Long, 
Framingham,  Mass.: 

Sir:  Under  the  date  of  .Time  20  you  Mibmltted  a  proponal  on  flpld  artillery 
I>rlilles,  model  1914.  On  Jnne  2«  you  were  advised  Uia*  an  order  was  in 
procews  of  preparation  for  50.000  of  these  bridles  and  It  would  be  forwarded  as 
Boon  as  necessary  approval  was  obtained. 

Since  that  time  orders  have  been  received  caccellns  the  requlrementn  on 
these  hrldles.    On  account  of  this  fact  regret  very  much  to  advise  it  will  be 
Impossible  to  send  throuEh  formal  contract  covering  this  Item. 
By  authority  of  the  ActlnE  QuartermaHter  QeneraL 
Respectfully. 

R.  E.  Wood, 
Acting  Quarferma-tler  Oerteral. 
By  .Iab.  H.  Ha&pham. 
Captain.  Ordnance,  National  Armjf. 

And  down  in  the  loner  left-hand  comer  there  appears  this: 

It  appears  from  the  records  of  the  clothing  and  equlpoffe  division  that  a  let- 
ter, of  which  the  foregiiliig  if'  a  copy,  was  sent  to  the  addressee. 

J,  E.  Van  Horne,  Jb.. 
First  Lieutenant,  Quarli^rmasler  Corpt. 

And  that  was  a  verbal  order  that  he  made  and  submitted  propo- 
sition on  June  20,  but  that  he  was  notified  on  June  26  that  an  order 
was  in  process  or  that  a  contract  was  in  process  of  making,  and 
that  the  canceling  of  the  order  occurred  about  August  13,  1918; 
to  !«  exact  a  month  and  17  days,  or  a  month  and  a  half. 

Mr.  Graham.  Was  the  price  of  leather  fixed  at  that  time  by  the 
Government? 
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Mr.  Bennett.  The  Government,  whenever  it  sent  out  contracts 
to  the  contractors,  where  they  were  to  furnish  the  leather,  always 
fixed  the  price  at  which  they  were  to  furnish  the  leather,  but  I  under- 
stood that  there  was  an  agreement,  but  that  the  War  Industries  Board 
did  not  fix  the  price  of  leather. 

Mr,  Graham.  Is  that  correct?  Did  not  the  War  Industries  Board 
fix  the  price  of  leather  absolutely? 

Mr.  Bennett.  No,  sir;  there  was  a  {rentlemen's  agreement  that  the 
price  would  be  so  much  for  a  certain  period,  but  I  can't  tell  you, 

Mr,  Graham.  I  was  under  the  impression  that  Col.  Goetz  stated 
that. 

Mr,  Bennett,  I  think  it  was  in  Col.  Goetz's  statement  that  that 
came  out. 

Mr,  Gahkett.  Col.  Goetz  is  not  here. 

Col.  Goetz,  a  witness,  was  recalled. 

Mr.  Garrett.  Col.  Goetz,  I  was  asking  whether  the  price  of  leather 
had  been  fixed  by  the  War  Industries  Board.  We  were  wrong  about 
that? 

Coi.  Goetz.  The  price  of  leather  was  fixed  by  the  tanners'  coun- 
sel and  approved  by  the  War  Trade  Board.  I  am  partially  correct 
in  my  statement.  The  price  of  sole  leather  and  the  prico  of  black 
harness  leather  were  fixed  by  the  War  Industries  Board,  but  on 
russet  leather  there  wps  no  fixed  price. 

Mr.  jErt-ERis,  Col,  Goetz,  I  would  like  to  ask  you  a  question 
or  two.  Colonel,  I  understand  that  the  men  who  gave  you  your 
so-called  promotion  were  Mr.  Thome  and  Gen,  R,  E.  Wood,  then 
quartermaster  general  ? 

Col.  Goetz.  Yes,  sir, 

Mr.  Jefferis.  Do  you  know  what  he  is  doing  now? 

Col.  OoETz.  I  believe  he  is  in  the  employ  of  the  Montgomerv, 
Ward  &  Co. 

Mr.  Jefteris.  Is  Mr.  Thome  in  the  employ  of  Montgomery,  Ward 
&  Co.,  too? 

Col,  Goetz.  I  believe  Mr,  Thome  is  one  of  the  members  of  the 
firm. 

Mr.  Jefferis,  You  believe  Mr.  Thomo  is  one  of  the  members  of 
the  firm? 

Col.  Goetz.  Yes,  sir, 

Mr.  Jefferis.  About  when  did  Gen.  R.  E.  Wood  sever  his  con- 
nection with  the  War  Department  to  go  with  Montgomery,  Ward 
&  Co.? 

Col.  Goetz,  Sometime  after  the  armistice  was  signed, 

Mr.  Jefferis,  Do  you  know  what  had  been  his  business  before 
he  went  into  the  employ  of  Monlgomerj',  Ward  &  Co.? 

Col,  Goetz,  As  I  understand  it,  he  was  a  R^ular  Army  officer. 

Mr.  Jefferis.  He  was  a  Regular  Army  officer  for  a  number  of 
years  before  the  war? 

Col.  Goetz.  Yes.  sir. 

Mr.  Jefferis.  You  "do  not  know  whether  Gen.  R.  E.  Wood  has 
Mr.  Thome  for  assistant  here  in  Washington? 

Col.  Goetz.  I  have  no  knowledge  of  that.    No,  sir. 

Mr.  Jefferis.  But  as  you  understand  it  now  Mr,  Thome,  who  was 
one  of  the  officers  or  leading  men  of  Montgomery,  Ward  &  Co.,  has 
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returned  to  that  company,  and  also  Gen.  Wood  has  gone  into  its 
movement 

Col.  QoETZ.  Yes,  sir.  Nearly  all  the  officers,  or  a  great  many  of 
them,  that  were  responsible  for  the  conditions  thnt  now  confront 
us  are  no  longer  in  the  service.  They  have  nearly  all  gone  out  on 
some  reason  or  other,  and  the  few  that  remain  have  to  clean  up  the 
dirt, 

Mr.  Jefperis.  Was  it  a  fact,  Colonel,  that  those  .who  have  gone 
out  were  there  when  contracts  wore  being  made,  etc.,  and  have  gone 
into  pretty  good  positions  since  they  left  the  War  Department  f 

Col.  GoETZ.  I  Know  some  of  them  have. 

Mr.  Jefferis.  You  do  not  know  what  salary  Gen.  R.  E.  Wood  gets 
from  Montgomeiy,  Ward  &  Co.  ? 

Col.  GoETz.  I  have  no  means  of  knowing. 

Mr.  Jefferis.  Do  you  know  whether  Mr.  Thome  and  Gen.  Wood 
severed  services  about  the  same  time? 

Col.  GoETz.  I  have  heard  it  said,  but  I  could  not  give  any  specific 
date. 

Mr.  Jefferis.  You  do  not  know.  Colonel,  from  remembrance, 
from  the  amounts  of  contracts  that  this  Woodway  Harness  Co.  had? 

Col.  GoETz.  I  do  not,  but  I  could  get  you  that  information  if  you 
so  desired. 

Mr.  Jefferis.  I  would  like  to  know  it  for  my  own  information. 

Do  you  know  if  there  are  any  other  subsidiary  companies  of  Mont- 
gomery, Ward  &  Co.  that  had  any  contracts  with  any  other  depart- 
ment of  the  Government  with  which  you  came  in  contact? 

Col.  Goetz.  None  to  my  knowledge.  I  believe  that  these  mail- 
order houses  are  interestea  in  a  number  o'f  factories  throughout  the 
country- 
Mr.  Jefferis.  Do  you  know  there  were  any  of  the  subsidiary  com- 
panies which  were  controlled  by  Sears,  Soebuck  Co.  that  had  any 
harness  contracts? 

Col.  Goetz.  I  do  not.  One  concern  that  manufactures  harness 
largely  for  Sears,  Roebuck  &  Co.  had  a  number  of  our  contracts. 

Mr.  Jefferis.  What  company  was  that  ? 

Col.  Goetz.  Hass  &  Hopkins  Leather  Co.,  Rockville,  111.  I  do  not 
even  know  if  the  company  is  a  subsidiary  of  Sears  &  Roebuck,  but  I 
know  that  they  did  a  lot  of  work  for  the  Sears  &  Roebuck  Co. 

Mr.  Jefferis.  I  wish,  Colonel,  you  would  look  up  for  me  or  for 
the  committee  the  total  amount  of  contracts  that  this  Woodway  Co. 
had  for  harness  and  leather  goods. 

Col.  Goetz.  1  shall  be  very  glad  to  do  so. 

Mr.  Graham.  I  would  also  nke  to  know  about  Sears  &  Roebuck,  so 
that  we  can  definitely  ascertain  if  this  company  you  speak  of  is  a 
Sears  &  Roebuck  subsidiary  company.  I  know  in  a  general  way 
they  have  some  40  or  50  factories  scattered  over  the  country,  but  I 
would  like  to  know  if  this  is  a  subsidiary. 

Col.  Goetz.  I  do  not  know,  only  from  what  I  have  heard.  They 
have  a  factory  in  Evansville,  Ind.,  making  buggies,  and  I  believe 
another  factory  in  Norwalk,  Ohio,  manufacturing  stoves. 

Mr.  Graham.  Have  these  war  contracts? 

Col.  Goetz.  I  do  not  know  whether  they  have  war  contracts. 
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Mr.  Graham.  Did  this  Hess  &  Hopkins  Co.  have  war  contracts? 

Col.  GoETz.  They  had  quite  a  numBer  for  the  Quartermaster  Corps. 

Mr.  Graham.  Well,  Sears  &  Roebuck  itself  had  war  contracts, 
didn't  it? 

Col.  GoETz.  I  believe  that  they  supplied  the  Commissary  Depart- 
ment. I  do  not  know  whether  they  manufactured  any  products  for 
the  War  Department.  I  know  the  mail-order  houses  supplied  us 
with  blankets  ^hile  we  were  at  Jeffersonville.  I  am  of  the  opinion 
that  both  of  these  mail-order  houses  furnished  blankets  while  I  was 
out  at  Jeffersonville,  but  that  on  my  detachment. 

(The  committee  then,  at  5.05  p.  m.,  adjourned  until  10.30  a.  m. 
to-morrow.) 
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SlTBCOMMnTBB   No.    5    (ObDNANCe) 

OP  THE  Seibct  Committee  on 
Expenditures  in  the  War  Department, 

HoDSE  OP  Hepresentatives, 
Washington,  D.  C,  Saturday,  October  S5, 1919. 
The  subcoraiiiittee  met  at  10.30  o'clock  a.  m.,  pursuant  to  ad- 
journment on  yesterday,  Hon.   William  J.  Graham    (chairman) 
presiding. 

Also  present :  Hon.  Albert  W.  Jefleris  and  Hon.  Finis  J.  GarretL 
Mr.  Graham.  We  will  hear  Col.  Besse. 

TESTZUONT  OF  HB.  ABTHVB  L.  BESSE,  NO.  5  OAKDEK  TERBACE, 
CAMBHISGE,  HASS. 

(The  witness  was  duly  swora  by  Mr.  Graham.) 

Mr.  Graham.  Col.  B^e,  your  name  is  what? 

Mr.  Besse.  Arthur  L.  Besse. 

Mr.  Graham.  Where  do  you  live? 

Mr.  Be88e.  No.  5  Garden  Terrace,  Cambridge,  Mass. 

Mr.  Graham.  Were  you  formerly  a  lieutenant  colonel  in  the 
United  States  Army  t 

Mr.  Besse.  Yes,  sir. 

Mr.  Gr-iham,  During  what  period? 

Mr.  Besse.  I  was  lieutenant  colonel  from  some  time  in  June,  1918, 
to  May  10,  1919.    I  was  also  in  the  Army  for  the  year  before  that. 

Mr.  Graham.  Were  you  in  the  Regular  Army  or  did  you  just 
going  from  ciTilian  life  when  this  war  begant 

Mr.  Besse.  I  went  in  from  civilian  life  in  July,  1917. 

Mr.  Graham.  What  was  your  business  prior  to  going  into  the 
service? 

Mr.  Besse.  I  was  in  the  retail  clothing  business,  chain  stores. 

Mr,  Graham.  At  Cambridge? 

Mr.  Besse.  No;  we  have  a  number  of  places  throughout  New 
England,  and  in  Kansas  City,  and  in  Syracuse,  N.  Y. 

Mr.  Graham.  Since  going  out  of  the  Army  what  has  been  your 


Mr.  Besse.  Wholesale  clothing. 
Mr.  Graham.  What  firm? 
Mr.  Besse.  J.  C.  Welton  &  Co. 
Mr.  Graham.  "When  did  you  go  out  of  the  service? 
Mr.  Besse.  May  10.  1919. 

Mr.  Graham.  While  in  the  service  did  you  have  anything  to  do 
with  the  settlement  of  war  contracts? 
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Mr.  Besse.  Yes.  I  supervised  the  settlement  of  all  contrads 
which  were  outstanding  on  the  part  of  the  Gas  Defense  Division, 
Chemical  Warfare  Service. 

Mr.  Gbaham.  What  was  your  official  designation!  Were  you  a 
member  of  any  board ! 

Mr.  BesBB.  I  was  chairman  of  the  board  of  review  of  that  section. 

Mr.  Graham.  Of  the  Boston  section? 

Mr.  Besse.  New  York. 

Mr.  Graham.  Was  that  a  part  of  the  Quartermaster  Corps  f 

Mr.  Besse.  N'o,  sir;  of  the  Chemical  Warfare  Service,  an  entirely 
separate  branch. 

Mr.  Graham,  You  had  a  separate  board  of  review? 

Mr.  Besse.  We  had  separate  contracts  and  separate  settlements. 

Mr.  Graham.  At  any  time  did  you  have  anything;  to  do  with  any 
contracts  with  the  R.  H.  Lon^  Co.,  of  Birmingham,  Mass.? 

Mr.  Besse.  Yes,  sir. 

Mr.  Graham.  When  did  you  first  have  anything  to  do  with  any 
contracts  with  Mr.  Long! 

Mr.  Besse.  Do  you  mean  in  the  settlonent  of  them  or  the  placing 
of  them? 

Mr.  Graham.  Well;  we  will  start  at  the  begimiing,  and  trace  your 
connection  with  them. 

Mr.  Besse.  In  December,  1917. 

Mr.  Graham.  What  was  your  connecticn  with  Mr.  Long  at  that 
timet 

Mr.  Besse.  I  was  the  chief  in  charge  of  the  procurement  depart- 
ment, and  working  under  me  was  Maj.  Dickinson,  whose  particular 
job  was  that  of  securing  knapsacks.  Mr.  Long  desired  to  make 
knapsacks  for  the  department,  and  came  to  us  souciting  business! 

Mr.  Graham.  Do  you  know  whether,  up  to  that  time,  he  had  made 

Mr.  Besse.  This  was  an  entirely  new  article,  and  no  one  had  made 
them  except  people  to  whom  we  had  ^ven  prior  contracts. 

Mr.  Graham.  Who  had  been  making  them  prior  to  that  time ! 

Mr.  Besse.  The  Simmons  Hardware  Co.,  of  St  Louis,  was  the 
only  one  prior  to  Mr.  Long's  contract. 

Mr.  Graham.  Were  they  to  be  made  of  leather! 

Mr.  Besse.  No,  sir;  of  canvas  or  duck. 

Mr.  Graham.  Did  you  talk  with  Mr.  Long  at  that  timet 

Mr.  Besse.  No,  sir.  I  had  some  correspondence  with  him,  and 
then  turned  him  over  to  Maj.  Dickinson,  who  handled  the  actual 
negotiations  looking  to  the  placing  of  the  business. 

Mr.  Graham.  Did  you  afterward  make  a  contract  with  Mr.  Longt 

Mr.  Besse.  Yes,  sir. 

Mr.  Graham.  Do  you  know  whether  at  that  time  he  had  any  facili- 
ties for  the  making  of  knapsacks! 

Mr.  Besse.  Yes;  he  did,  and  that  was  one  of  the  arguments  he 
advanced  as  to  why  he  should  be  awarded  a  contract^-^>ecause  he 
had  the  facilities  and  could  begin  on  immediate  production. 

Mr.  Graham.  Were  those  facilities  the  result  of  his  ordinary  busi- 
ness, or  as  the  result  of  other  contracts! 

Mr.  Besse.  I  think  he  had  possibly  used  some,  but  I  do  not  think 
he  used  the  majority  of  it  in  his  own  business. 

Mr.  Graham.  Had  he  been  doing  war  work! 
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Mr.  Be88e.  Yes,  sir. 

Mr.  Graham,  For  whom? 

Mr.  Besbe.  For  foreign  governments,  I  think,  but  I  am  not  sure- 
Mr.  Graham.  He  made  a  contract,  did  he  t 

Mr.  Besse.  Yes,  sir;  for  1,000,000  knapsacks  at  52J  cents  each,  a 
total  of  $527,500.    That  was  his  first  contract. 

Mr.  Graham.  And  what  after  that? 

Mr.  BessE.  We  gave  him  another  contract  for  2,000,000  knapsacks 
at  the  price  of  45  cents,  a  total  of  $900,000.  The  total  of  the  two  con- 
tracts would  be  $1,427,500. 

Mr.  Graham.  Those  were  for  knapsackst 

Mr.  Besse.  Yes,  sir. 

Mr,  Graham.  Included  in  those  contracts  was  tliere  any  claim  for 
special  facilities? 

Mr.  Besse.  In  the  first  contract  there  was  a  proviso  by  which  pay- 
ment could  be  made  on  loss  for  special  facilities  when  loss  could 
be  proven,  but  there  was  no  such  provision  in  the  second  contract. 

Mr,  Graham.  Did  you  have  any  connection  with  any  other  con- 
tract except  knapsarks. 

Mr.  Besse.  With  Mr,  Long? 

Mr.  Graham.  Yes. 

Mr.  Besse.  No,  sir. 

Mr.  Graham.  After  the  making  of  those  ccmtracts  and  during  tlie 
progress  of  the  work,  did  you  have  anything  to  do  with  furnishing 
material  on  those  contracts! 

Mr.  Besse.  Yes.  sir.  We  furnished  a  very  considerable  amount 
of  material.  We  figured  that  the  cost  to  the  Government  of  a  knap- 
sack was,  approximately,  $1.60,  so  that  you  can  see  the  greater  por- 
tion of  the  material  had  to  be  furnished  b^  us  to  Mr.  Long.  This 
cost  to  him  was  for  labor  and  various  incidentals  which  went  into 
their  manufacture. 

Mr.  Graham.  Did  he  complete  those  two  contracts? 

Mr.  Besse.  The  first  contract  was  canceled  on  November  11,  1918, 
the  day  of  the  armistice,  when  it  was  about  85  per  cent  complete.  On 
the  other  contract  there  had  been  no  deliveries,  but  considerable  work 
had  been  done  and  materials  had  been  provided. 

Mr.  Graham.  After  the  armistice  and  the  cancellation  of  those  con- 
tracts, did  you  have  anything  to  do  with  tlie  settlement  of  those  two 
contracts  ? 

Mr.  Besse.  Yes,  sir;  I  did, 

Mr.  Graham.  Will  you  tcII  the  committee  in  brief  what  you  know 
about  those  contracts  and  what  you  did, 

Mr.  Besse.  Well,  our  division  canceled  the  contracts  without  real 
authority.  We  assumed  ourselves  tha 
be  allowed  to  go  on,  and  we  canceled  ( 
13,  and  14 ;  and  one  of  Mr.  Long's  coni 
ber  11  and  the  other  on  November  14,  it 
thev  came. 

£[e  was  sent  a  circular  letter  asking  '. 
was  later  sent  specially  prepared  form 
be  presented  in  such  a  way  as  to  fall 
of  the  contract  and  the  War  Departme 
2,  1919,  before  Mr.  Long  presented  an; 
even  at  that  time  they  were  not  comph 
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time  therefore  in  getting  Mr.  Long  to  present  his  claims  in  definite, 
clean-cut  form. 

He  came  to  the  office  a  number  of  times,  besides  writing,  anxious  to 
talk  over  the  contracts,  but  seemed  unwilling  to  commit  himself  in  a 
<'lean-cut  statement  that  we  might  properly  consider  and  either 
reject  or  approve.  After  considerable  discussion,  both  personally 
and  through  the  mails,  we  eventually  did  not  make  a  complete  settle- 
ment with  him.  We  took  over  the  raw  materials  on  both  contracts 
in  an  amount  which  we  figured  would  be  necessary  to  complete  the 
iindelirered  portion.  In  one  case  it  was  a  smallportion,  and  in  the 
case  of  the  second  contract  the  entire  contract.  We  paid  him  the  en- 
tire cost  to  him  of  those  materials,  and  also  the  cost  of  the  materials 
in  precess;  that  is,  I  mean  for  the  partly  finished  goods.  We  were 
unable  to  pay  Mr,  Long  anything  else,  because  in  the  opinion  of  our 
board  and  in  my  own  opinion  the  claims  that  Mr.  Long  made  were 
either  too  indefinite  or  were  different  from  the  terms  of  the  contract. 
We  considered  his  claims  not  in  accordance  with  the  spirit  of  the  War 
Department  in  its  wish  to  settle,  nor  in  accordance  with  the  terms  of 
the  actual  contracts. 

Mr.  Graham.  Did  you  on  those  occasions  have  personal  talks  with 
Mr.  Longf 

Mr.  Besse.  I  did. 

Mr.  Graham.  What  was  hU  attitude  about  these  matters! 

Mr.  Besbe.  Well,  his  attitude  to  me  was  that  he  was  particularly 
desirous  of  impressing  me  of  mj  own  incompetence  and  his  ability  to 
collect  these  contracts  himself  in  Washington. 

Mr.  Graham.  Did  he  say  anything  about  that? 

Mr.  Besse.  Yes;  on  several  occasions. 

Mr.  Graham.  What  did  he  say  t 

Mr.  Besse.  I  will  read  a  portion  of  one  particular  letter,  under  dato 
of  August  1,  1919: 

The  writer  hao  conaldembly  more  biislnesi;  pzperlence  tlian  tbe  most  of  the 
men  who  tiave  been  representing  the  Qovemment,  and  reaUzes  that  the  lack, 
of  huslnesa  experience  of  the  otflcers  of  the  Oas  Defense  Division,  Chemical 
Warfare  Service,  Ib  the  reason  why  we  have  been  unable  to  make  an  adjust- 
ment of  our  contracts  to  the  same  extent  that  we  have  with  the  other  divi- 
sions of  the  War  Department 

Mr.  Graham.  Did  he  say  at  any  time  anything  about  any  settle- 
ments with  the  War  Department?  That  is,  how  they  were  able  to 
make  tliem  or  anything  about  that. 

Mr.  Besse.  Xot  in  detail,  except  that  he  was  continually  telling 
me  that  he  had  settled  with  the  other  departments,  and  that  they  had 
settled  on  a  basis  that  he  himself  had  outlined  as  being  fair. 

Mr,  Graham.  What  was  the  trouble  with  his  claims  as  he  presented 
them  to  youi 

Mr.  Besse.  There  were  really  five  divisions  on  which  we  did  not 
agree  with  Mr.  Long.  One  was  his  claim  for  facilities  on  the  second 
contract 

Mr.  Graham  (interposing).  What  kind  of  facilities? 

Mr.  Besse.  That  is,  for  facilities  provided  expressly  for  the  con- 
tract— tools  or  equipment  or  buildings  or  anything  that  might  be 
provided  expressly  lor  the  contract.  The  figure,  I  think,  is  $118,- 
241.79,  although  in  presenting  his  different  claims  Mr.  Long  has  sev- 


it»  Google 


ORDNANCE.  217S 

«nil  times  changed  his  figures.  He  has  a  new  claim  in  now,  aa  I 
understand,  which  may  possibly  differ  slightly  from  this  one. 

We  could  not  agree  to  any  payment  for  facilities  on  this  contract 
:for  the  reason  that  it  was  given  to  Mr,  Long  for  deliveries  to  be 
made  to  start  after  the  first  one  should  be  completed ;  and  because 
!Mr.  Long,  in  negotiating  for  the  second  contract,  particularly  -made 
a  point  of  the  fact  that  He  had  the  facilities  already  in  existence.  In 
fact,  it  was  necessary  for  us  in  writing  the  contract  and  putting 
through  the  digest,  to  state  to  the  War  Industries  Board  that  no  new 
■or  additional  facilities  would  be  required,  otherwise  no  contract  could 
be  placed  in  the  New  England  district  as  of  that  time. 

Mr.  GsAHAM.  Had  that  been  stated  ? 

Mr.  BzssE.  Yes,  sir. 

Mr.  Grauah.  And  had  it  been  agreed  tof 

Mr.  Besse.  And  Mr.  Long  stated  that  the  second  contract  should 
be  given  to  him  for  that  reason.  When  the  digest  went  through  the 
contract  board  with  that  memorandum  on  it  no  mention  of  facilities 
such  as  was  made  in  Mr,  Long's  first  contract  was  made ;  and  it  was 
omitted  for  the  reason  it  was  assumed  there  would  be  no  new  facili- 
ties provided  and  no  claim  for  damages  in  ease  the  contract  was  ter- 
minated. 

Mr.  Gkahah.  But  he  claimed  special  facilities  under  the  second 
contract  anyhow  I 

Mr.  Besse.  Yes,  sir. 

Mr.  Qkahak.  For  $118,000? 

Mr.  Besse,  Yes,  sir, 

Mr.  Graham.  Did  he  get  that  sum) 

Mr.  Besse.  No,  sir. 

Mr.  Graham.  Do  you  know  whether  that  claim  is  still  pending! 

Mr.  Besse.  No,  sir. 

Mr.  Graham.  Where? 

Mr.  Besse,  In  Washington,  in  the  hands  of  the  contract  adjust- 
ment board.  Excuse  me,  I  believe  it  is  now  in  the  hands  of  the  war 
claims  board. 

Mr.  Graham.  Is  this  difference  between  the  first  price  for  knap- 
sacks and  the  second  price  for  knapsacks  due  to  the  fact  that  the 
special  facilities  were  ammortized  in  the  first  contract! 

Mr.  Besse.  No;  I  think  not. 

Mr.  Graham.  What  is  the  difference  in  price  due  to? 

Mr.  Besse.  For  one  thing,  because  it  is  a  larger  contract;  it  is  for 
double  the  amount:  and  just  prior  to  the  awarding  of  this  second 
contract  Mr.  Long  bid  on  a  contract  at  a  higher  price  than  two  other 
contractors  had  bid,  and  the  contract  had  been  awarded  to  the  other 
two  contractors  somewhat  under  Mr.  Lonfr's  price.  Then  Mr.  Long, 
in  bidding  again  for  later  business,  had  bid  45  cents,  which  was  lower 
than  the  figure  of  the  other  two  men. 

Mr.  Graham.  What  next  did  he  claim  and  that  you  could  not 
agree  to? 

Mr.  Besse,  He  made  claim  for  raw  material  provided  for  the  con- 
tract. He  claimed  a  very  large  amount  of  raw  material  which  he 
said  had  been  provided  expressly  for  the  performance  of  the  contract. 

Mr.  Graham.  Well,  baa  it  been  provided? 

Mr.  Besse.  We  had  very  carefully  figured  out  the  amounts  neces- 
sary, and  the  amount  of  the  Long  claim  was  consideradly  in  excess 
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of  that  amount.  There  was  some  dispute  as  to  what  was  a  proper 
basis  for  figuring  it,  and  after  going  into  it  very  carefully,  with 
actual  knapsacks  and  ripping  them  apart,  Mr.  Long's  figures  were 
so  much  in  excess  of  anj-thing  we  could  possibly  consider  that  they 
were  cut  down,  and  he  was  only  allowed  that  amount  which  would 
have  been  necessary,  and,  in  our  opinion,  a  liberal  allowance,  to  com- 

Elete  the  contract.  That  material  was  paid  for  and  taken  over  from 
tr.  Long.  The  rest  of  the  material  is  still  in  Mr.  Long''s  possession. 
His  claim  on  that  is  $49,140. 

Mr,  Graham,  He  is  still  claiming  that? 

Mr.  Besse.  Yes,  sir;  that  is  a  claim  on  thread.  There  is  filed  a 
claim  on  the  other  contract  for  some  minor  things,  amounting  to 
$4,078.15,  all  of  which  we  figured  was  in  excess  of  any  requirements 
for  completing  the  contracts. 

Mr.  Graham.  Did  you  talk  to  Mr.  Long  about  that? 

Mr.  BE88E.  We  did. 

Mr.  Graham.  What  did  he  say  about  that! 

Mr,  Besse.  I  will  read  vou  a  letter  on  that.  [Witness  looks  over 
his  files.]  Well,  I  do  not  And  the  letter  now,  but  can  read  it  in  later, 
if  you  desire. 

Mr.  Graham.  Well,  all  right. 

Mr.  Besse.  He  intimated  he  would  have  no  difficulty  in  collecting 
it  from  some  board  or  through  some  machinery  that  might  be  estab- 
lished in  Washington,  if  not  already  in  existence.  *  He  expressed  him- 
self as  having  confidence  in  doing  tliat;  that  he  would  have  no  trouble 
in  proving  he  was  entitled  to  reimbursement  of  that  amount. 

Mr.  Graham.  Had  you  explained  to  him  the  requirements  and  the 
amount  of  cloth  that  was  necessary  to  make  those  knapsacks;  did  he 
understand  that! 

Mr.  Besse.  It  was  thread  rather  than  cloth. 

Mr.  Graham.  Well,  as  to  thread! 

Mr.  Besse.  We  went  into  that  with  Mr.  Long,  and  ultimately  took 
his  figures  as  a  basis  to  go  on.  But  Mr.  Lon^,  in  figuring  it  out,  makes 
the  same  allowance,  25  per  cent,  twice.  We  figured  that  4  inches  of 
thread  was  sufficient  to  sew  1  linear  inch  of  knapsack ;  that  is,  because 
in  some  cases  two  and  in  some  cases  four  and  in  some  cases  six  thick- 
nesse.s  must  be  sewed  through ;  but  in  allowing  4  inches  of  thread  for 
each  linear  inch,  there  is  an  allowance  of  25  per  cent.  But  Mr.  Long 
also  figured  out  an  extra  allowance  of  25  per  cent.  In  figuring  this 
we  had  regard  for  similar  conditions  under  the  other  three  contracts 
on  the  same  article. 

Mr,  Graham.  Did  you  figure  on  anything  else  he  was  wrong! 

Mr.  Be88b.  He  has  "a  claim  for  $52,711.64,  which  we  did  not  aUow 
for  profit  on  uncompleted  portion  of  his  contract,  made  on  the  basis 
that  he  could  have  completed  that  in  15  days.  The  contract  has  a 
proviso  that — 

Id  the  event  of  temilnatlon  which  la  not  the  result  of  any  fault  on  the 
part  of  the  contrscior,  the  United  States  shall  accept  from  the  contractor  all 
urticles  or  for  services  which  shall  have  been  completed  In  nccordaDce  with 
the  terms  at  this  atn'eement  at  the  expiration  of  15  days  after  the  receipt  of 
the  aforementioned  notice. 

Mr,  Graiiam.  He  contended  under  that  provision  that  inasmuch 
as  he  could  have  finished  them  in  15  days  he  was  entitled  to  a  profit 
on  the  whole  business? 
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Mr.  Besse.  Yes,  sir.  On  the  12th  day  of  November,  1918,  Maj.  Dick- 
inson, who  had  direct  char^  of  production  at  the  Lone  I>lant,  called 
up  Mr.  Long  and  talked  with  Mr.  Long's  son,  and  explained  to  him 
that  the  Government  had  requested  him  in  a  telegram  sent  on  No- 
vember 11  to  suspend  as  far  as  possible  all  operations  and  to  con- 
sider that  a  notice  of  termination  of  contract.  He  explained  to 
him  that  if  Mr.  Long  agreed  to  waive  his  rights  to  continue  pro- 
ducing for  15  days  he  would  have  no  ri^ht  to  any  profit  which  he 
might  have  made;  that  it  was  a  convenience  for  the  Government 
ana  would  mean  a  saving  in  that  we  would  not  have  to  pay  for 
articles  which  we  no  longer  needed.  He  was  clearly  told  that  there 
could  be  no  profit  paid  if  he  waived  his  rights.  Under  the  terms  of 
the  contratc  there  was  nothing  due  him  because  it  turns  out  that 
nothing  was  produced  during  those  15  days. 

Mr.  Graham,  You  speak  of  "  his  son  ";  who  was  that! 
Mr.  Besse.  I  think  his  name  was  Richard  Long. 
Mr.  Gbahah.  Was  he  an  officer  in  the  Ordnance  Department? 
Mr.  Besse.  No,  sir;  he  was  assisting  his  father  at  the  factory  and 
had  no  Government  connection  at  all. 

Mr.  Graham.  Did  you  know  the  young  man? 
Mr.  Be88e.  Yes,  sir. 
Mr.  Graham.  Was  he  a  single  man? 

Mr.  Besse.  I  do  not  know  whether  he  was  or  not.  I  only  knew  him 
in  connection  with  tiie  contracts. 

Mr.  Graham.  How  old  a  man  was  he? 
Mr.  Besse.  I  think  about  28. 

Mr.  Graham.  How  long  was  he  there,  to  your  knowledge? 
Mr.  Besse.  I  do  not  really  know.    The  first  I  really  Diew  of  his 
being  there,  I  think,  was  in  March,  1918. 

Mr.  Graham.  Do  you  know  where  he  came  from? 
Mr.  Besse.  Framingham;  he  lived  ther^. 

Mr.  Graham.  You  do  not  know  whether  he  had  been  in  the  Army 
prior  to  that? 
Mr.  Besse.  I  do  not  think  he  was  in  the  Army  at  all. 
Mr.  Graham.  Is  there  anything  more  in  the  way  of  those  claims 
that  Mr.  Ix)ng  filed  that  was  improper,  to  your  mind? 

Mr,  Besse,  There  was  another  claim  that  we  were  unable  to  agree 
with  him  on.    The  figure,  I  think,  which  I  believe  he  has  changed 
since,  is  $150,389.18. 
Mr.  Graham.  What  was  that  for? 

Mr.  Bebsb.  For  changes  in  specifications.  That  is  derived  from  a 
great  many  things.  He  claims  a  change  in  specifications  cut  down 
the  width  of  the  waste  of  duck  which  he  secured,  and  which,  imder 
the  terms  of  the  contract,  was  his,  thereby  causing  liim  a  loss;  that 
that  change  decreased  the  amount  of  production  possible  in  the  fac- 
tory and  made  him  use  more  employees,  for  whom  he  had  to  pay 
fares  on  a  special  train  from  Boston  and  other  places,  and  that  he 
was  put  to  items  of  other  expense  on  account  of  the  changes  in 
specifications. 
The  original  contract  provides: 

The  contrnctlnR  officer  may  at  any  time  dnrli^  the  life  of  this  contract 
miike  each  cbangM  tn  the  specifications  applying  to  future  dellverteB  as  he 
ma;  elect.  In  the  event  that  BQch  changes  make  an  alteration  of  the  hereln- 
fltlpnlated  prices  Just  and' equitable  the  adjustment  In  price  shall  be  made  by 
contract  supplementary  hereto. 
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A  change  in  specifications  was  made  on  August  24, 1918, 1  believe. 
Mr.  Long  did  not  file  any  claim  in  this  connection,  or  apparently  did 
not  discover  that  his  cost  had  been  increased  until  January  2,  1919. 

And  we  further  turned  down  his  claim  because  of  the  fact  tbat 
none  of  the  other  three  contractors  made  any  claim  at  all.  The 
change  was  ori^^nally  made  because  of  the  fact  that  the  old  knap- 
sack was  made  in  such  a  way  as  to  cause  many  rejections.  Zt  was 
thought  this  new  method  would  do  away  with  a  great  many  rejec- 
tions, and  the  other  contractors  seemed  to  feel  that  the  decrease  in 
number  of  rejections  would  more  than  offset  any  temporary  disloca- 
tion to  which  thev  might  be  put. 

Mr.  Graham.  What  was  his  attitude  about  that? 

Mr.  Bessf.  He  felt  that  he  was  entitled  toiit  and  would  not  com- 
promise. In  fact,  there  was  no  compromise,  because  I  felt  he  should 
receive  nothing  on  that  score. 

Mr.  Grauah.  What  was  his  attitude  about  it( 

Mr.  Besse.  His  attitude  was  that  we  had  made  the  change  and 
that  there  should  be  some  way  in  which  he  could  be  recompensed 
for  his  increased  expenditure. 

Mr.  Graham.  Do  you  know  whether  that  claim  is  still  pending? 

Mr.  Bebse.  Yes,  sir. 

Mr.  Graham.  And  has  not  been  allowed! 

Mr.  Besse.  No,  sir. 

Mr.  Graham.  Well,  now,  Col.  Besse,  I  am  interested  in  knowing, 
and  I  think  the  rest  of  the  committee  are,  what  the  attitude  of  ftC. 
Long  was  about  those  matters.  Did  he  act  like  he  was  willfully 
trying  to  get  something  from  the  Government  that  he  was  not  en- 
titled to,  or  did  he  not! 

Mr.  Besse.  Well,  he  acted  very  much  as  if  he  was  trying  to  get 
something  from  the  Government  as  to  which  I  thought  "he  was  not 
entitled.  As  to  whether  Mr.  Long  felt  he  was  entitled  to  it  or  not, 
I  do  not  know,  but  he  certainly  exhibited  a  disposition  to  get  it 
from  the  Government  in  one  way  or  another.  I  would  not  be  pre- 
pared to  sa^  Mr.  Long  did  not  feel  he  was  entitled  to  do.  That  is 
something  I  do  not  know. 

Mr,  Graham.  You  can  not  say,  then,  whether  in  your  judgment  he 
was  honestly  endeavoring  to  get  what  he  thought  was  his,  or  dis- 
honestly attempting  to  rob  the  Government! 

Mr.  Bebse.  I  would  not  want  to  state  that.  It  seemed  to  me  it 
was  a  dishonest  attempt,  because  it  seemed  to  me  unreasonable  and 
unjust.    But  Mr.  Long  may  have  felt  otherwise. 

Mr.  Graham.  He  conducted  those  negotiations  personally,  did  he! 

Mr.  Besse.  The  great  majority  of  them  were  conducted  person- 
ally by  Mr.  Long.  He  dealt  first  with  Maj.  Dickinson,  and  wanted 
to  talk  with  some  one  higher  up,  and  in  the  most  of  his  conversations 
with  me  later  on  he  referred  to  Washington,  but  I  understand  he 
practically  had  no  dealings  with  anyone  else  down  here. 

Mr.  Graham.  Did  he  ever  make  any  threats  against  you! 

Mr.  Besse.  No.  He  flashed  before  me  a  letter  from  the  Secretary 
of  War,  which  has  since  mysteriously  disappeared,  to  the  effect  that 
he  could  use  his  efforts  to  settle  contracts  as  expeditiously  as  pos- 
sible and  immediately  advise  the  Secretary  if  he  was  unable  to 
do  so. 
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Mr,  Graham.  That  was  a  letter  from  the  Secretary  of  War  to 
'Whom? 

Hr.  Bb89e.  To  Mr.  Long. 

Mr.  Graham.  Did  he  show  you  the  letter? 

Mr.  Be89e.  I  think  he  did.  My  impression  is  that  I  saw  the  letter, 
but  subsequently  a  search  has  been  made  for  the  letter  in  the  office 
■of  the  Secretary  of  War  and  it  has  never  been  found. 

Mr.  Graham.  Who  searched  for  it? 

Mr.  Besse.  As  to  that  I  do  not  know.  Keauest  was  sent  to  the 
Secretarv  and  he  replied  that  he  did  not — well,  he  was  not  able  to 
£nd  the  letter. 

Mr.  Graham.  Col.  Besse,  I  am  curious  to  know  more  about  this 
letter.    When  did  Mr.  Long  first  tell  you  he  had  such  a  letter? 

Mr.  Besse.  In  a  letter  which  he  wrote  to  me. 

Mr.  Graham.  Can  you  show  us  a  copy  of  this  letter,  or  read  it  into 
the  record? 

Mr.  Besse.  I  think  so.  [After  looking  over  his  papers.^  I  am 
sorry  to  say  I  do  not  find  it.  This  was  a  verbal  conversation  with 
the  Secretary,  Mr.  Long  writes  about  in  his  letter.  I  seem  to  have 
nothing  about  the  letter  in  writing. 

Mr.  Graham.  What  was  the  verbal  conversation  you  refer  to? 

Mr.  Besse.  It  is  mentioned  in  a  letter  'from  the  R.  H.  Long  Co., 
addressed  to  my  office,  dated  February  7,  1919. 

Mr.  Graham.  What  does  he  say  ? 

Mr.  Besse.  He  says: 

Tbe  writer  took  the  matter  up  with  the  Assistant  Secretary  of  War,  Mr. 
Crowetl,  Wednesday,  explaining  the  Importance  of  havlnK  our  factories  and 
capital  for  commercial  business.  Mr.  Crowell  requested  me  to  take  Up  tbe 
matters  of  all  our  contracts  with  the  various  divisions  and  report  to  him  con- 
cerning them,  and  concerning  any  delay  on  the  part  of  the  various  branches  of 
the  War  Department. 

Mr.  Graham.  Does  that  conclude  the  quotation  ? 

Mr,  Besse.  Yes,  sir. 

Mr.  Graham.  Who  wrote  this  letter  and  on  what  date? 

Mr.  Besse.  Mr.  Long,  on  February  7, 1919. 

Mr.  Graham,  Was  that  while  his  claims  were  pending? 

Mr.  Besse.  Yes. 

Mr.  Graham.  How  did  he  happen  to  write  you  that  letter?  Was  it 
in  replv  to  anything  you  had  written  him  ? 

Mr.  Besse.  A  portion  of  it  was  in  reply  to  it,  and  in  reply  to  con- 
versations which  we  had  had,  Mr.  Long  wanted  me  to  settle  on  the 
basis  of  paying  a  portion  of  the  claim  so  he  could  get  that  money, 
that  part  of  it,  and  take  the  disputed  part  up  with  some  higher 
authority  later. 

Mr.  Graham.  In  response  to  that  he  wrote  this  letter? 

Mr,  Besse,  Yes,  sir. 

Mr.  Graham.  By  whom  was  this  letter  signed,  by  Mr.  Long 
himself^ 

Mr,  Besse.  Yes,  sir.  This  is  a  copy.  The  originals  are  in  the  gas- 
defense  files. 

Mr,  Graham.  Did  he  also  write  you  about  some  written  communi- 
cation he  had  from  the  Secretary  of  War? 

Mr.  Besse.  I  think  not.  He  telephoned  me  about  that  from  Fram- 
ingham.    My  recollection  is  that  he  showed  me  a  letter,  but  I  have 
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never  been  able  to  find  the  letter,  and  it  may  be  that  be  simply  told 
me  about  it  in  person.  I  called  him  on  the  telephone  at  Framing- 
ham,  and  asked  him  to  get  the  letter,  but  he  was  unable  to  find  it.  I 
may  have  a  letter  from  him  stating  he  is  unable  to  find  it. 

Mr,  Graham,  Well,  then,  the  letter  from  the  Secretaiy  of  War,  so 
far  as  you  know,  was  simply  hearsay  on  your  part^ 

Mr.  Besse.  Yes. 

Mr.  Graham.  That  he  told  you  he  had  such  a  letter? 
■   Mr.  Besse.  Yes. 

Mr.  Graham.  But  on  your  request  of  him  for  it  he  was  unable  to 
find  any  such  letter  ? 

Mr.  Besse.  Yes,  sir.  The  import  of  the  letter  was  substantially  in 
accord  with  the  part  I  quoted  from  this  letter. 

Mr.  Graham,  The  oral  conversation  ? 

Mr.  Besse.  Yes. 

Mr.  Graham.  You  do  not  know  whether  he  had  such  oral  con- 
versation with  Mr.  Crowell  or  not? 

Mr,  Besse.  Except  what  he  states  in  this  letter. 

Mr.  Graham.  He  had  a  letter  from  whom,  from  Mr.  Crowell  or 
Mr.  Baker? 

Mr.  Besse.  My  impression  is  that  he  said  it  was  from  Mr.  Crowell^ 
but  I  do  not  know ;  and  that  is  because  he  had  the  most  of  his  con- 
versations with  Mr.  Crowell.    I  do  not  know  about  that 

Mr.  Graham.  Was  that  telephone  conversation  after  this  oral  con- 
versation that  you  speak  of? 

Mr.  Besse.  Yes,  sir. 

Mr.  Graham.  And  while  the  claims  were  still  pending? 

Mr.  Bebse.  Yes,  sir.  I  called  Mr.  Long  because  the  Washington 
board,  when  I  took  up  the  matter  with  them,  said  they  had  no 
authority  to  make  partial  settlements;  that  is,  partial  settlements  in 
the  sense  that  they  could  pay  a  claim  when  the  entire  basis  was  not 
outlined.  I  told  them  of  the  existence  of  this  letter  and  they  asked 
me  for  a  copy,  I  asked  Mr,  Long  for  the  letter,  and  he  said  he 
looked  for  it  but  was  unable  to  find  it, 

Mr.  Graham,  From  which  one  would  asumc  that  he  may  not  have 
had  such  a  letter? 

Mr.  Besse.  Well,  I  do  not  know  about  that. 

Mr,  Graham.  Well,  that  is  hardly  a  fair  question  anyhow.  Now, 
have  you  told  us  practically  all  you  know  about  the  connection  of 
Mr.  Dong  with  those  contracts,  with  those  settlements? 

Mr,  Besse.  Yes,  Well,  I  have  not  in  one  place  given  you  some  of 
Mr,  Long's  claims;  that  is,  my  statement  has  been  somewhat  dis- 
jointed and  taken  one  at  a  time. 

Mr.  Graham,  What  is  the  total  amount  of  his  claim! 

Mr.  Besse,  The  total  amount  of  his  claim  on  the  two  contracts, 
his  latest  and  revised  claim  and  which  is  not  submitted-  in  detail,  is 
as  follows :  The  total  claim  under  the  act  of  March  2  is  $654,222.65, 
of  which  sum  we  paid  Mr.  Long  on  the  settlement  that  we  already 
had  made  for  the  raw  materials  that  he  provided  up  to  the  amount 
necessary  for  the  contract  was  $110,138,95,  leaving  a  disputed  bal- 
ance, which  Mr.  Long  is  now  making  claim  lor,  of  $644^|^^. 

Mr.  Graham.  This  disputed  balance  CQn^lkQf  vari^^HkW  tor 
special  facilities  and  claims  on  raw  mar  ''^ 

on,  as  you  have  outlined  ? 
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Mr.  Besse.  Yes,  sir;  for  change  of  specifications  and  one  or  two 
reservations  which  he  makes.  He  mentions  another  contract  which 
be  did  not  receive,  but  which  he  expected  to  receive,  and  he  also 
mentions  an  item  of  interest.  But  it  is  substantially  covered  by 
those  divisions. 

Mr.  Graham.  He  does  not  charge  for  a  contract  that  he  expected 
to  receive  and  did  not  get,  does  hel 

Mr.  Besbe.  Mr.  Long  mentions  that  because  he  thought  possibly 
he  might  be  able  to  claim  under  that  contract  for  an  added  amount 
of  raw  materials,  or  facilities,  or  both. 

Mr.  Gbahah.  Did  he  actually  make  a  claim  for  that? 

Mr.  Besse.  The  claim  that  he  submitted  says  nothing  about  that 
contract,  although  the  letters  he  has  written  do  mention  that  extra 
contract. 

Mr.  Graham.  Have  you  any  such  letters  with  yout 

Mr.  Besse,  I  will  have  to  look  through  this  copy  file. 

Mr.  Graham.  All  right. 

Mr.  Besse.  I  have  along  letter  from  Mr.  Long  under  date  of  May 
5, 1919,  in  which  he  sets  forth  the  circumstances  of  the  different  con- 
tracts.   He  ends  by  saying: 

Tbe  onlv  reason  we  have  for  making  claim  on  the  order  of  2,000.000  knap- 
aacks  at  51i  cents— 

That  is  on  the  contract  he  did  not  get — 
is  to  get  relmbDrsement  on  our  Investment  on  thread  and  needles,  and  also 
concerning  Its  bearing  on  facilities. 

I  think  Mr.  Long  in  conversation  with  me  was  convinced  that  the 
possibility  of  claiming  under  that  contract  was  not  worth  his  fol- 
lowing it  up.     He  has  made  no  mention  of  it  in  his  latest  papers. 

Mr.  Graham.  Do  you  Imow  whether  those  claims  are  now  pendlne 
here  in  the  War  Department,  the  claims  that  are  under  discussion! 

Mr.  Besse.  The  claim  that  they  have  is  a  new  claim,  which  con- 
sists simply  of  the  regular  form  as  provided  in  the  act  of  March  2, 
1919,  but  without  supporting  data.  I  think  there  is  no  supporting 
data. 

Mr.  Graham.  Those  contracts  were  all  informal ! 

Mr.  Besse.  NojSir;  both  were  formal  contracts. 

Mr.  Graham.  They  were  both  formal  contracts! 

Mr.  Besse.  Yes,  sir. 

Mr.  Graham.  Why  has  he  proceeded  under  the  act  of  March  2, 
1919? 

Mr.  Besse.  I  think  because  he  does  not  know  how  else  to  go  about 
it.    He  has  been  unable  to  6nd  anyone  who  will  approve  his  claim. 

Mr.  Graham.  I  believe  that  is  all  I  wish  to  ask.  Mr.  Jefferis,  do 
you  wish  to  ask  any  questions? 

Mr.  Jefferis.  What  do  you  mean  by  saying  he  has  been  unable  to 
find  anyone  who  will  approve  his  claim? 

Mr.  Besse.  We  have  referred  him  to  the  War  Claims  Board — I 
mean  the  Chemical  Warfare  Service  has.  We  have  referred  his 
claim  with  all  papers  submitted  to  us  to  that  board,  and  they 
have  adopted  the  same  attitude  that  we  were  forced  to  adopt — that 
they  could  not  approve  these  claims  of  Mr.  Long's  which  I  have 
mentioned,  and  which  we  did  not  concur  with  him  in. 

Mr.  Jefferis.  Why  could  not  you  approve  them? 
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Mr.  Besse,  Because  I  do  not  think  they  are  fair  claims. 

Mr.  Jefteris.  For  what  reason  1 

Mr.  Besse.  They  do  not  come  within  the  terms  of  the  original 
contract,  and  they  do  not  come  within  the  terms  of  the  supply  cir- 
culars from  the  office  of  the  Secretary  of  War  outlining  the  basis 
-on  which  contracts  should  be  settled. 

Mr.  Jeffehis.  So  they  do  not  come  within  any  of  the  regular 
channels  provided  by  law  and  regulation  as  you  understand  them? 

Mr.  Besse.  That  is  true,  with  the  possible  exception  of  the  claim 
on  change  in  specifications,  which  is  provided  for  in  the  original 
contract  under  certain  conditions. 

Mr.  Jefferib.  I  believe  that  is  all  I  wish  to  ask. 

Mr.  Graham.  Mr.  Garrett,  do  you  wish  to  ask  any  questions? 

Mr.  Qarsbit.  Col.  Besse,  were  those  contracts  dealt  with  as  formal 
or  informal  contracts  in  the  settlement  negotiated? 

Mr.  Besse.  Formal  contracts. 

Mr.  Garrett.  Both  contracts? 

Mr.  Bbsse.  Yes,  sir. 

Mr.  Garrett.  There  had  been  contracts  executed  ? 

Mr.  Besse,  Yes,  sir.  The  last  contract  was  executed  on  October 
1,  1918. 

Mr.  Gabrbtt,  And  that  was  for  how  many  knapsacks? 

Mr.  Besse.  For  2,000,000  knapsacks. 

Mr.  Garrett.  The  first  contract  was  for  what  number? 

Mr,  Besse.  The  first  contract  was  for  1,000,000  knapsacks  and  was 
executed  June  19, 1918. 

Mr.  Garrett.  What  was  the  number  of  that  contract? 

Mr.  Besse.  1426. 

Mr.  Garrett,  And  what  was  the  number  of  the  other  contract ! 

Mr.  Besse.  1757, 

Mr.  Garrett.  In  this  letter  from  which  you  have  quoted,  the  Long 
letter,  and  the  Inst  letter  from  which  you  quoted,  dated  May  5,  1919, 
I  observe  that  he  says : 

ConcernlDg  onr  claim  under  contract  175T,  on  which  there  has  been  partial 
Bettlemcnt,  and  which  contract  we  understand  has  been  declared  Informal. 

He  was  in  error  about  that,  was  he? 

Mr,  Besse.  That  is  a  question  I  am  not  prepared  to  answer.  The 
contract  was  dated  October  1,  1918,  in  our  office.  It  is  approved  bv 
the  director  of  the  Chemical  Warfare  Service  as  of  November  1§, 
1918,  which  is  subsequent  to  the  armistice. 

Mr.  Garrett.  That  is  subsequent  to  the  armistice  ? 

Mr.  Besse.  Yes,  sir.     The  approval  in  Washington  is  so  dated. 

Mr.  Garrett.  Is  it  signed  by  Mr.  Long? 

Mr,  Besse.  Yes.  sir ;  it  is  signed  by  Mr.  Long, 

Mr.  Garrett.  Now,  he  also  continues  in  this  letter : 

And  Also  on  an  order  which  was  elven  to  ns  verbHlly  h.v  Maj.  DlcklnsoD, 
on  September  9.  for  2.000.000  gas  mask  knapsacks,  n-hlch  order  was  not  later 
conlirme<l  In  writing. 

That  refers  to  the  last  contract  of  2,000,000,  does  it? 

Mr.  Besse.  No,  sir;  that  refers  to  the  contract  I  spoke  of  and 
which  Mr.  Long  did  not  get. 

Mr.  Garrett.  The  second  contract,  what  is  the  date  nf  *i— *  *<ip 
2,000,000  knapsacks? 
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Mr.  Besse.  October  1,  1918. 

Mr.  Gahrett,  That  was  drawn  up  on  that  date,  was  it? 
Mr.  Besse.  Yes,  sir;  drawn  up  on  that  date. 

Mr.  Garrett.  But  the  first  contract  appears  to  have  been  drawn 
after  the  armistice  was  signed. 

Mr.  Besse.  Xo,  sir :  the  first  one  was  drawn  or  executed  June  19, 
1918. 

Mr.  Garrett,  I  thought  you  said  November  18. 
Mr.  Besse.  No;  I  said  the  second  contract  was  approved  in  Wash- 
ington by  the  director  of  the  Chemical  Warfare  Service — and  all 
contracts  that  we  make  are  subject  to  approval  by  him — it  was  ap- 
proved by  him  November  18,  although  dated  in  our  office  October 
1,  and  signed  by  Mr.  Long  at  that  time. 

Mr.  Garrett.  So  that  in  settling  you  dealt  with  them  as  formal 
contracts! 

Mr.  Besse.  Yes,  sir. 

Mr.  Garrett.  And  Mr,  Long's  impression  about  their  being  de- 
clared informal,  or  as  to  either  of  them  being  declared  informal, 
was  a  mistake:  that  is  to  say,  your  office  never  so  declared  them? 

Mr.  Besse.  Our  office  never  declared  them  informal.  But  it  would 
seem  to  me,  technically  speaking,  the  second  contract  is  an  informal 
contract,  in  that  it  haa  not  received  the  necessary  approvals  and  was 
not  a  complete  instrument  in  that  respect  until  after  the  armistice. 
That  would  make  no  difference,  of  course,  in  the  terms  of  settlement. 
And  by  that  I  do  not  mean  in  the  method  of  settlement,  but  in  the 
basis  of  settlement. 

Mr.  Garrett,  You  are  sure  you  are  correct  about  that? 
Mr.  Besse.  Well.  I  do  not  know  which  way  that  point  has  been 
decided,  as  to  whether  formal  or  informal. 

Mr,  Garrett,  Are  you  sure  you  are  correct  that  it  would  make  no 
difference  in  the  terms  of  settlement? 

Mr.  Besse.  It  would  seem  to  me  that  the  basis  of  the  agreement  is 
amply  set  forth  in  the  contract,  which  had  been  signed  by  the  con- 
tractor and  myself,  and  that  that  contract  would  be  the  evidence  sup- 
porting the  agreement,  and  hence  would  be  the  basis  on  which  the   . 
agreement  would  be  settled.     That  is  only  my  own  opinion. 

Mr.  Garrett.  Do  you  understand  that  Maj.  Dickinson  did  give 
Mr,  Long  a  verbal  order  on  the  9th? 
Mr.  Besse.  No,  sir;  he  did  not. 

Mr.  Garrett.  No  material  was  ever  bought  on  any  such  third  con- 
tract or  extra  contract  that  you  know  of? 
Mr.  Besse.  No. 

Mr.  Garrett.  Now,  as  to  the  matter  of  profits  on  the  contract — 
there  was  a  claim,  as  I  remember  for  some  $58,000,  I  believe  you 
stated,  on  profits? 
Mr.  Besse.  $52,714  is  the  last  figure  I  have. 

Mr.  Garrett.  You  read  into  the  record  the  provision  of  the  con- 
tract covering  that? 
Mr.  Besse,  Yes, 

Mr,  Garrett.  And  then  did  I  understand  you  to  state  that  by 
reason  of  the  telephone  conversation  had  between  Maj.  Dickinson  and 
young  Long,  following  the  receipt  of  the  wire  from  your  office,  that 
that  provision  of  the  contract  toncliing  profits  to  be  paid  in  event  the 
contract  could  he  finished  within  15  days  was  abrogated? 
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Mr.  Besse.  There  was  no  such  provision  in  the  contract.  The  con- 
tract provides  for  acceptance  of  material  finished  in  15  days,  but  it 
provides  for  no  profit  whatever  except  as  there  is  a  profit  included 
in  the  final  price  of  the  articles  completed  and  accepted. 

Mr.  Garrett.  Let  me  see  that  provision  in  the  contract,  please. 

Mr.  Besbe.  Here  it  is,  following  the  matter  of  tennination. 

Mr.  Garrett.  Well,  this  provides : 

Tbe  United  States  shall  acc^t  from  the  coDtractor — 

And  that  is  in  event  of  termination  of  the  contract, 
all  articles  or  services  which  have  been  completed  io  accordance  with  the  terms 
of  this  agreement  at  the  expiration  of  15  days  after  the  receipt  of  the  afore- 
mentioned notice. 

Mr.  Bgsse.  That  is  right. 

Mr.  Garrett.  Under  that  Mr.  Long  would  have  the  right  to  have 
gone  on  for  15  days  with  the  work? 

Mr.  Besse.  Yes,  sir. 

Mr.  Garrett.  And  the  Government  would  have  been  compelled  to 
accept  and  pay  profits  on  it? 

Mr.  Besse.  That  is  true. 

Mr.  Gakrett.  But  your  opinion  is  that  lie  lost  all  rights  under  that 
because  tie  did  not  go  on  with  it? 

Mr.  Besse.  Yes,  sir. 

Mr.  Garrett.  That  he  simply  stopped? 

Mr.  Besse.  Yes,  sir. 

Mr.  Garrett.  I  get  your  viewpoint  on  that.  I  was  not  clear  at 
first. 

Now,  as  to  special  facilities:  Do  you  know  just  what  special  facil- 
ities Mr.  Long  did  put  in  there  at  any  time? 

Mr.  Bessb.  What  he  actually  installed? 

Mr.  Garrett.  I  mean  on  this  contract. 

Mr.  Besbe.  For  the  particular  performance  of  the  contract? 

Mr.  Garrett,  Yes. 

Mr,  Besse.  No. 

Mr,  GARHErrr.  Well,  do  you  know  whether  he  put  in  for  the  sec- 
ond contract  any  additional  special  facilities  other  than  he  had  to 
put  in  on  the  first  contract? 

Mr.  Besse.  He  claims  that  he  did,  but  in  his  claim  he  charges  a 
portion  of  that  to  the  first  contract  and  a  portion  of  it  to  the  second 
contract.  In  his  claim,  as  I  have  it  here,  sworn  to  before  a  notary 
public,  he  takes  what  he  terms  and  what  he  would  term  special 
fucilities  for  production,  lumber  and  electrical  apparatus,  and  fac- 
tory buildings  and  so  forth,  and  storehouse,  and  charges  one-third, 
except  in  one  case  where  he  charges  one-fourth,  for  depreciation 
on  those  to  the  first  contract  and  which  is  to  collect  for  two-thirds 
or  three-fourths  on  the  basis  of  the  second  contract.  Now,  if  the 
first  contract  had  been  all  that  Mr.  Long  had,  it  is  obvious  that  he 
would  not  have  collected  any  of  this,  because  the  contract  had  been 
finished  and  there  had  been  no  damages  of  any  kind. 

Mr.  Garrett.  That  is.  the  depreciation  that  you  speak  of  when 
you  speak  of  claims  for  depreciation  ? 

Mr.  Besse.  Claims  on  facilities  always  Cover  depreciation  only. 
That  is,  they  are  assumed  to  have  some  value  on  termination  of  con- 
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tract,  value  to  be  determined  by  appraisal  or  other  satisfactory 
means.  We  have  not  verified  Mr.  Long's  figures  on  present  values 
because  we  did  not  feel  he  had  any  claim  at  all. 

Mr,  Garreit.  You  did  not  advance  to  the  point  where  it  was 
<leemed  necessary! 

Mr.  Bebse.  No,  sir. 

Mr.  Garbett.  I  believe  yen  say  tiie  larger  part  of  the  material 
-n-a».  in  fact,  furnished  by  the  Government! 

Mr.  Bessb.  Yes, 

Mr.  Garreit.  The  material  out  of  which  the  knapsacks  were 
inoflp? 

Mr.  Bebse.  Practically  the  only  thing  that  Mr,  Long  had  ftir- 
Tiished  was  the  thread,  gromets,  washers,  and  rivets;  that  about 
covered  it.  Other  portions  of  the  material  were  furnished  by  our 
department. 

Mr.  Garrett.  Without  any  effort  on  his  part! 

Mr.  Besse.  Yes,  sir. 

Mr.  Garrett.  Just  shipped  in  to  him  f 

Mr.  Bessb.  Yes,  sir;  shipped  in  to  him. 

Mr.  Garrett.  Was  the  material  which  was  shipped  in  to  him  in 
its  finished  state?  And  by  its  finished  state  I  mean  was  it  ready 
for  immediate  use  in  his  factory  without  his  doine  any  more  to  it! 

Mr.  Besse.  I  do  not  know  that  I  understand  vou  there.  Of 
course  the  ducks  were  shipped  in,  but  he  had  to  cut  it  and  mark  the 
duck  before  he  made  it  up  into  knapsacks.  That  was  one  of  the 
operations  necessary  in  making  knapsacks. 

Mr.  Garrett.  That  was  cut  by  a  machine,  was  it! 

Mr.  Besse.  Yes,  sir,-  cut  by  a  machine. 

Mr.  Garrett.  Did  it  require  a'  special  machine  for  that  work! 

Mr.  Besse.  It  required  a  particular  machine,  but  not  a  special 
machine.     It  was  a  regular  commercial  machine. 

Mr.  Garrett.  It  required  a  particular  machine.  I  meant  in  other 
words  that  I  supposed  he  did  not  have  one  in  his  own  factory  as 
it  originally  stood  that  would  have  cut  the  duck,  is  that  it! 

Mr,  Besse,  I  imagine  that  he  did,  but  do  not  know. 

Mr.  Garrett.  You  say  this  claim  is  pending  where! 

Mr.  Besse.  In  the  hands  of  the  Claims  Board,  Chemical  Warfare 
Service,  Washington.  Mr.  Long  is  apparently  preparing  further 
figures  to  detail  the  claim. 

Mr.  Garrett.  Your  board  made  an  adverse  finding  and  reported 
to  the  board  here! 

Mr.  Besse.  On  these  particular  items! 

Mr.  Garrett.  Yes;  I  mean  on  these  particular  items. 

Mr,  Besse.  Yes, 

Mr.  Garrett,  I  think  that  is  all  I  wish  to  ask. 

Mr.  Graham.  I  think  that  is  all.  Col,  Besse. 

(And  the  witness  left  the  stand.) 

Mr.  Graham.  We  will  now  take  Maj.  Brown. 
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TESimONY  OF  HAJ.  T.  E.  BBOWV,  JR.,  CHEXICAL  WASFASB 
SEfiTICE,  WASHINGTON,  D.  C. 

The  witness  was  duly  sworn  by  Mr.  Graham. 

Mr.  Grahau.  Maj*.  Brown,  what  is  your  full  name? 

Maj.  Brown,  T.  E.  Brown,  jr. 

Mr.  Graham.  You  are  a  major  in  the  Chemical  Warfare  branch 
of  the  service! 

Maj.  Brown.  Yes,  sir. 

Mr.  Graham.  How  long  have  you  been  in  the  Array ! 

Maj.  Brown.  Since  last  October  5. 

Mr.  Graham.  1918? 

Maj.  Brown.  Yes,  sir. 

Mr.  Graham.  And  since  the  armistice  what  has  been  your  functitm 
in  the  Army;  what  have  you  been  doing! 

Maj.  Brown.  The  most  of  the  time  I  have  been  secretary — since 
last  February  at  least — of  the  board  of  contract  review,  Chemical 
Warfare  Service,  and  of  the  claims  board.  Chemical  Warfare  Service. 

Mr.  Graham.  You  just  happened  to  be  here  this  morning! 

Maj.  Brown.  I  came  with  Col.  Besse.  I  furnished  him  some  of  his 
papers. 

Mr.  Graham.  Have  you  had  anything  to  do  with  the  two  claims 
that  Mr.  Besse  has  spoken  about;  have  they  come  to  your  board  yet! 

Maj.  Brown.  Yes.  sir.  We  have  had  filed  with  us  a  copy  of  the 
claim,  which  I  have  here. 

Mr.  Graham.  And  as  I  understand  it  from  Mr.  Besse,  these  claims 
were  unfavorably  acted  upon  by  the  district  chemical  warfare  board  f 

Maj.  Brown.  So  I  understand. 

Mr,  Graham.  What  is  the  nature  of  the  claims  as  they  are  filed 
with  you,  Maj.  Brown! 

Maj.  Brown.  No  specifications  of  any  sort  are  furnished.  The 
claimant  states  he  has  a  claim  arising  out  of  a  contract  to  manu* 
facture  2,000,000  box  respirator  knapsacks  at  $0.&133  each,  amotmt- 
ing  to  an  aggregate  price  of  $1,026,600;  also  out  of  a  contract  for 
the  manufacture  of  2,000,000  box  re^irator  knapsacks  at  $0.45  each^ 
amounting  to  an  aggregate  price  of  $900,000.  He  then  goes  on  to 
state: 

That  tbe  claimant  arranged  for  fulSIIment  of  the  ahove-mentloned  agreement 
and  made  expenditures,  Incurred  obligations,  and  liabilities,  provided  services 
and  facilities,  and  furnished  raw  materials. 

He  goes  on  further  to  state : 

That  the  claimant  now  presents,  as  provided  In  the  act  to  provide  relief  of 
March  2,  1910,  a  claim  arlMng  out  of  the  above-mentioned  agreements  of 
fiVt4.T22m.  of  which  Hum  $110,138.95  has  been  paid,  leaving  a  balance  of 
5544,083.70. 

And  no  other  specifications  are  furnished. 

Mr,  Graham.  Who  signed  that  claim! 

Maj.  Brown.  R.  H,  Ixjng  Co.,  by  Richard  F.  Long,  president. 

Mr.  Graham.  Did  Mr,  Long  swear  to  it? 

Maj,  Brown.  He  swore  to  it  before  a  notary  public  in  Massachu- 
setts. 

Mr,  Graham.  I  think  it  might  be  well  to  let  the  claim  go  into 
the  record  at  this  place. 
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Maj.  Brown.  All  right  This  claim  was  filed  in  the  Chemical 
Warfare  Service,  Bureau  of  Claims  Board  office,  on  the  23d  of 
June,  1919. 

Mr.  Gahrett.  This  claim  is  still  in  dispute! 

Maj.  Bbown.  So  far  as  it  has  not  been  settled;  yes.  We  have  do 
details. 

Mr.  Garbkit.  Of  course,  I  do  not  object  to  it  going  into  the  record 
if  you  think  it  desirable  that  it  should  go  in,  but  it  is  still  pending. 
It  IS  a  matter  for  settlement,  and  just  what  our  function  has  to  do 
with  it  I  am  not  entirely  clear. 

Mr.  Graham.  My  only  idea  in  putting  it  into  the  record  is  to  lay 
the  foundation  for  some  questions  as  to  conversations  with  Mr.  Long. 
I  do  not  think  we  ought  to  do  anything  to  prejudice  the  board  in 
any  way. 

Mr.  Garrett.  No.  I  do  not  want  to  gum  the  cards  down  there 
in  any  of  these  settlements. 

(The  claim  referred  to  is  here  printed  in  full  in  the  record  as 
follows:) 

RecelreO  contract  and  patents  section,  C.  W,  S„  6-23-1919.  Lisle  A.  Smith, 
lieutenant,  C.  W.  S. 

State  of  claim  tor  relief  under  act  of  Congress  approved  Marcb  2.  1919, 
"An  act  to  provide  relief  in  cases  of  contracts  connected  wltb  tbe  prosecution 
of  tlie  war,  and  for  otber  purposes." 
To  tbe  Secbttast  of  Was. 

Sn:  Tbe  claimant,  name,  R.  H.  Long  Co. ;  place  of  business,  Framlngliam, 
Mass.;   post  office  address.  Framlngbam,  Mass.;    r^resents: 

1.  Tluit  during  the  emergency  arising  from  the  declaration  of  war  wltb 
the  Geriiinn  Kinplre,  and  prior  to  November  12,  1918,  and  on  or  about  the 
9th  (lay  of  Septcmher,  191S,  the  claimant  entered  Into  aii  agreement  with  aii 
officer  or  agent  acting  under  the  authority,  direction,  or  instruction  of  the 
Secretary  of  War  (I'resident  of  the  United  States)  for  the  manufacture  of 
2,000.000  box  respirator  knapsacks  at  $0.5133  each,  amounting  to  an  aggregate 
price  of  81,026.600. 

.\nd  aW  on  or  about  the  2etb  day  of  September,  1918.  tht;  claimant  entered 
Into  an  additional  agreement  with  the  at>ove-mentloned  offit-er  or  asent  actins 
under  Ihe  authority,  direction,  or  Instruction  of  the  Secretary  of  War  (I'resl- 
dpnt  of  the  United  States)  for  the  manufacture  of  2,000,000  bos  respirator 
knapsacks  at  $0.43  each,  amounting  to  an  aggregate  price  of  $900,000. 

2.  That  the  claimant  arranged  for  the  fulfillment  of  the  above-mentioned 
agreements  and  made  espenditures,  incurred  obllgutluns  and  liabilities,  provided 
servicei'  and  facilities,  and  furnished  raw  materals. 

3.  That  the  claimant  now  presents  as  provided  In  the  act  to  provide  relief 
of  March  2,  1919,  a  claim  arising  out  of  the  above-mentioned  agreements,  of 
$654^22.65,  of  which  sum  $110,138.95  has  tteen  paid,  leaving  a  balance  of 
$544,083.70. 

Respectfully  submitted  on  June  23,  1919. 

R.  H.  LoMQ  Co. 
B.v  Richard  P.  I»no, 

Fretideni. 

State  or  SlASSACnt'sETTS. 

Covniy  of  MiddleneJ:. 
Sworn  and  NubHcribed  before  me  this  2Ist  day  of  June.  1919. 
[seal.]  Ralph  H.  PABKi!it. 

Notary  Public. 
Received  by  War  Claims  Board  Jane  23,  1919. 

...Member. 

Mr.  Graham.  That  claim  has  not  been  paid  yetT 
Maj.  Brown.  No,  sir. 
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Mr.  Grahau.  During  the  pendency  of  this  claim  have  you  had  any 
conversation:!  with  Mr.  Long  about  the  claim  f 

Maj.  Brown.  Xo  particular  conversations  directly  about  the  claim, 
but  I  had  a  telephone  conversation  following  the  letter. 

Mr.  Geaham.  Will  you  tell  us  what  it  was! 

Ma].  Brown.  Inasmuch  as  I  did  not  expect  to  be  called  I  bave  no 
letters  here  on  the  matter,  but  sometime  late  in  August  or  early  in 
September,  according  to  my  best  recollection,  I  received  a  letter  from 
Mr.  Long  stating  in  a  general  way  that  he  had  been  unable  to  obtain 
from  the  Gas  Defense  Division  details  on  which  to  file  his  specifica- 
tions of  these  claims,  and  asked  me  if  I  would  be  able  to  see  him  in 
■  Washington  next  Monday  or  Tuseday  afternoon.  I  might  interject 
here  that  our  claims  board  does  not  negotiate  settlemenU,  but  passes 
upon  what  other  divisions  do,  on  their  reports  and  records;  that  is 
our  practice. 

Mr.  Graham.  That  is,  you  act  as  a  board  of  review  1 

Maj.  Brown.  Yes,  sir;  we  act  as  a  board  of  review  largely.  I  re- 
ceived that  letter  on  Saturday  morning  and  immediately  telegraphed 
Mr.  Long  in  substance  as  follows :  Answering  your  letter  of  such  and 
such  a  date,  it  is  stated  that  this  board  does  not  desire  to  talk  with 
claimants  before  their  claims  are  properly  filed.  When  your  claim 
is  properly  filed  it  will  be  considered,  and  if  a  conversation  with  you 
is  desired  you  will  be  notified.  That  was  the  substance  of  my  tele- 
gram. The  next  Monday  afternoon  Mr.  Long  called  me  on  the  tele- 
Shone  and  stated  he  was  m  Washington.  He  asked  if  he  could  come 
own  and  see  me.  ■  I  said  "  Have  you  not  had  mv  telegram  ?  "  He 
said  "  No."  I  said  "  I  will  read  you  a  copy  of  it,"  which  I  did.  He 
then  asked  me  if  I  intended  to  stand  on  my  refusal  to  see  him.  I 
stated  that  I  did  not  refuse  to  see  him,  but  that  my  telegram  con- 
tained a  statement  of  the  position  of  the  Chemical  Warfare  Service 
Claims  Board. 

There  was  no  further  conversation,  as  I  recall,  at  that  time.  A 
few  days  later  I  received  a  letter  from  him.  That  letter  began  by 
saying  he  had  now  received  my  telegram,  and  continued  with  the 
statement  that  when  the  proper  time  came  he  would  report  to  the 
proper  authorities  in  Washington  "  the  incompetency,  inefficiency, 
and  so  forth,  of  yourself,"  is  my  recollection,  and  "  of  your  o^l^ce,  to- 
gether with  the  incompetency  and  inefficiency  of  the  officers  of  the 
Gas  Defense  Division,  together  with  a  statement  of  all  the  insults 
which  have  been  heaped  upon  me."  Then  he  proceeded,  after  mak- 
ing that  statement,  to  demand  that  I  now  furnish  him  certain  speci- 
fied information ;  information  that  it  seemed  to  me  at  that  time  that 
he  must  have  himself  already.    That  was  his  letter. 

Mr.  Graham.  It  was  signed  by  Mr.  Long? 

Maj.  Brown.  Yes,  sir. 

Mr.  Graham.  Did  you  answer  it  in  any  wayi 

Maj.  Brown.  Yes,  sir.  I  wrote  to  him  that  in  response  to  his 
request  for  information  I  had  to  advise  him  that  I  had  requ^ited  the 
Gas  Defense  Division  to  furnish  it  to  me  and  that  the  matter  for- 
warded to  me  would  be  discussed  with  higher  authorities.  I  think 
that  is  all  I  said.  I  did  get  the  information,  and  referred  it  to  the 
War  Department  Claims  Board  as  to  whether  I  should  furnish  it  to 


itv  Google 


ORDNANCE.  2187 

Mr.  Long  or  not,  and  under  their  instructions  I  later  sent  it  to  him, 
which  was  not  more  than  10  days  ago. 

Mr.  Gbaham.  Did  that  close  the  incident  so  far  as  you  were  con- 
cerned t 

Maj.  Bkowk.  That  closed  the  incident  so  far  as  I  was  concerned. 

Mr.  Graham.  And  that  claim  is  still  pendinf^  and  undisposed  oft 

Maj.  Bhown.  Yes,  sir- 
Mr.  Ghahah.  And  he  has  had  no  more  conversations  with  you 
about  the  matter  since? 

Maj.  Bhown.  No,  sir ;  I  have  never  had  any  conversations  that  I 
recall  about  it,  as  I  explained.  And  I  have  never  seen  him  but  once, 
&nd  that  was  last  spring. 

Mr.  Jefteeis.  Do  I  understand  that  this  claim  as  filed  here  with 
your  board  on  June  28,  1919,  was  not  properly  filed  before  your 
board? 

Maj,  Brown.  It  is  not  properly  stated. 

Mr.  JfOTBRis.  I  know,  out  was  it  filed  there  as  an  original  paper, 
or  did  it  come  from  some  other  board ! 

Maj.  Brown.  It  was  filed  there  as  an  original  paper.  I  am  in- 
formed that  it  was  filed  by  Mr.  Long's  son,  but  I  did  not  see  him. 

Mr.  Jepferis.  Should  it  have  been  filed  there  as  an  original  paper! 

Maj,  Bhown.  It  is  entirely  proper  under  the  rules  of  the  War 
Department  to  be  filed  there.  Their  circular  No.  17  states  they  may 
be  filed  with  appeal  boards,  and  our  board  is  an  appeal  board, 

Mr.  Graham.  Instead  of  starting  with  the  district  board  ? 

Maj.  Bbown.  Yes,  sir:  so  far  as  our  board  is  concerned  it  is  en- 
tirely proper,  in  my  judgment,  that  it  should  be  filed  there.  We 
would  refer  it  to  the  district  board  or  to  the  divi^onal  board,  as  we 
sometimes  call  it,  for  a  report  as  soon  as  we  got  the  details  of  it. 

Mr.  JvFTXRiB.  In  other  words,  there  should  be  some  board  prior  to 
yours  to  pass  upon  that  claim  f 

Maj.  Brown.  Yes;  to  pass  on  that  claim.  We  have  no  knowledge 
of  the  facts  except  as  we  get  them  from  other  people. 

Mr.  Jeitehis,  What  board  would  really  be  expected  to  pass  upon 
the  claim  in  its  first  instance? 

Maj,  Brown.  We  would  have  referred  it  to  the  Gas  Defense 
officers, 

Mr.  Jetferis.  Located  where? 

Maj.  Bbown.  They  are  now  located  at  Edgewood  Arsenal.  They 
were  located  in  New  York  at  that  time. 

Mr,  Jeptehis.  And  after  they  had  acted  upon  it,  it  would  come  to 
your  board  for  review ! 

Maj.  Brown.  Yes,  sir. 

Mr.  Jeptzris,  What  authority  directed  you  to  give  Mr,  Long  this 
information  he  wrote  for? 

Maj.  Brown.  I  referred  the  matter  to  the  standing  committee  of 
the  War  Department  Claims  Board,  of  which  at  that  time  Lieut.  Col. 
Frazier  was  the  chairman,  and  received  a  reply  saying  they  thought 
I  ought  to  furnish  the  information  and  requested  me  to  do  so. 

Mr,  jBFPBRts.  What  information  was  it? 

Maj.  Brown.  It  was  a  request  for  a  statement  of  alt  shipments  of 
material 

Mr.  Jefteris  (interposing).  Of  what? 
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Maj.  Brown.  All  shipments  of  material  which  had  been  furnished 
by  the  Government  to  him  on  any  of  those  contracts.  Here  is  the 
letter: 


Mr.  Jefferis  (interposing).  What  was  the  date  of  this? 

Maj.  Brown.  I  do  not  know  the  date.  I  am  reading  this  from  a 
letter  I  wrote  to  the  gas  defense  people.  I  wrote  this  letter  myself 
quoting  from  his  letter. 

Mr.  Jeffebis.  When  did  you  write  this  letter? 

Maj.  Brown.  Oh,  I  wrote  this  letter  August  26  and  am  quoting 
from  a  letter  dated  August  19,  received  from  Mr.  Long. 

Mr.  Jefferis.  Is  this  letter  from  Mr.  Longf 

Maj.  Brown.  This  is  a  letter  from  me  to  the  commanding  officer 
of  the  Edgewood  Arsenal,  under  whom  the  gas  defense  officers  now 
are. 

Mr.  Jefferis,  Maybe  you  just  better  put  the  letter  in. 

Maj.  Brown.  This  is  about  another  matter. 

Mr.  Jefferis.  All  right;  read  it. 

Maj.  Brown.  On  August  26, 1919, 1  wrote  a  letter  to  the  wmmand- 
ing  officer  of  the  Edgewood  Arsenal,  who  now  has  conunand  of  the 
officers  formerly  of  the  gas  defense  division,  in  which  I  made  the 
following  statement : 

Following  Is  quotation  from  a  letter  dated  Aupust  18,  1019,  received  from 
the  R.  H,  Long  Co. ;  "  For  the  purpose  of  petting  Information  necessary  In  pre- 
senting onr  claim  we  ask  you  now  as  we  bave  asked  the  New  York  office  and 
received  no  sntlsfiictory  reply,  to  pleitse  send  us  Information  showing  the  ma- 
terinlR  ordered  by  the  Gas  Defynse  Division  to  be  shipped  to  the  E.  H.  Long 
Co.  at  Framlngham  after  Angust  1,  1018,  to  be  used  In  carrying  out  oar  con- 
tract, given  to  the  R,  H.  Ixmg  Co.  Please  give  tlie  date  of  your  order  as  weU 
as  the  department  from  which  shlpmeotB  were  to  be  made  to  ue,  and  the  order 
on  which  the  material  was  to  be  supplied. 

That  quotation  was  from  the  letter  to  which  I  have  already  re- 
ferred. 

Mr.  Jefferis.  Then  pursuant  to  that,  as  I  understand  it,  the  in- 
formation was  given  to  Mr.  Long? 

Maj.  Brown.  The  information  was  furnished  to  him  as  furnished 
to  me  from  tiie  gas  defense  officers.  I  referred  it  to  the  War  De- 
partment claims  board  standing  committee  and  they  asked  me  to 
furnish  it  to  Mr.  Long  and  it  has  been  furnished. 

Mr.  Jefferis.  I  believe  that  is  all  I  wish  to  ask. 

Mr,  Graham.  Mr.  Garrett,  do  you  wish  to  ask  any  questions? 

Mr.  Garrett.  Maj.  Brown,  you  stated  a  few  moments  ago,  I  be- 
lieve, that  you  thought  Mr.  Long  should  have  had  this  information 
in  his  possession? 

Maj.  Brown.  Yes,  sir. 

Mr.  Garrett.  Of  course  what  he  was  asking  for  here  was,  I  pre- 
sume, what  was  shown  by  the  records  of  the  Government  as  to  wluit 
had  been  shipped  to  him. 

Maj.  Brown.  I  assumed  that  he  as  a  manufacturer  would  know 
what  goods  he  had  received  from  the  Government  to  carry  out  his 
contracts,  and  where  he  had  received  them  and  where  they  had  oome 
from. 
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Mr.  GARRtrrr.  To  be  sure  that  is  to  be  supposed,  that  he  would 
keep  a  record  of  his  own,  but  what  he  was  asking  for  was  the  (iov- 
«nimeiit  record;  I  should  suppose  with  the  idea  to  check  them  with 
his  own.    Was  there  anything  improper  in  that  request? 

Maj,  Bfiowif.  In  my  best  jud^ent,  yes^  or  at  least  there  was 
something  improper  in  our  supplying  him  with  it.  I  have  in  mind  a 
regulation  of  the  War  Department  that  forbids  officers  furnishing 
to  a  claimant  or  any  individual  or  corporation  any  information 
from  the  files  of  the  War  Department  on  which  they  might  found  a 
suit  against  the  Government.  That  was  at  least  what  I  was  actu- 
ated by  and  was  the  reason  why  I  asked  for  advice  from  the  higher 
board. 

Mr.  Gabrett.  Of  course  you  had  not  gone  far  enough  into  the 
claim  to  know  whether  the  information  as  furnished  Mr.  Long  by 
the  department  tallied  with  his  own  records  t 

Maj.  Brown.  I  know  nothing  about  that. 

Mr.  Garrett.  The  claim  has  not  reached  that  stage  so  far  as  you 
have  investigated  about  itt 

Maj.  Brown.  No,  sir. 

Mr.  Gasrett.  I  presume  in  the  settlement  of  claims  similar  to  this 
that  these  records  of  the  Government  are  consulted  by  the  boards. 

Maj.  Brown.  I  do  not  know  about  that  in  the  other  bureaus,  but 
my  best  recollection  is  that  this  is  the  first  time  our  office  has  ever 
been  asked  for  such  information. 

Mr.  GARRirrr.  You  perhaps  did  not  catch  my  question:  In  set- 
tling claims  similar  to  this  do  you  consult  the  figures? 

Ma].  Brown,  The  divisional  boards  consult  the  records  and  fur- 
nish us  with  an  abstract  of  them. 

Mr.  Garrett.  I  believe  that  is  all  I  wish  to  ask. 

Mr.  Graham.  Maj.  Brown,  I  am  somewhat  interested  in  your 
statement  about  the  regulation  of  the  War  Department:  What  is 
thaL  a  part  of  the  Military  Code? 

Maj.  Brown.  I  did  not  look  it  up  when  I  asked  for  this  informa- 
tion, but  simply  stated  to  the  board  that  that  was  my  recollection, 
and  our  commanding  officer,  who  was  the  chairman  of  our  board, 
stated  that  it  was  his  recollection.  But  there  is  some  such  r^:u!ation 
and  what  the  number  of  it  is  I  could  not  state  off-hand.  I  had  in 
mind  that  the  object  of  this  was  more  or  less  a  Sshing  expedition. 

Mr.  Graham.  I  think,  perhaps  that  the  same  regulation  you  speak 
of  is  the  one  quoted  by  the  Adjutant  General  when  information  is 
asked  by  Members  of  Congress  upon  which  a  pension  claim  may  be 
based,  I  have  run  against  it  several  times  and  have  no  doubt  Mr. 
Garrett  hnfi.    I  think  that  is  all. 

Mr,  Jefperis,  What  do  you  mean  by  a  "  fishing  expedition "  on 
the  part  of  Mr,  Long* 

Maj,  Brown,  Well,  that  thought  in  my  mind  was  based  on  the 
assumption  that  he  already  had  the  information  and  that  he  was  look- 
ing possibly  to  see  if  there  were  not  some  facts  we  might  furnish  him 
to  bolster  lip  his  claim. 

Mr.  Jefferis,  In  other  words,  you  felt  that  if  he  could  get  all  the 
facts  the  Government  had  he  might  make  it  stronger  than  he  would 
if  he  did  not  have  that  information? 

Maj.  Brown.  That  was  only  my  thought. 
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Mr.  Garrett.  I  am  not  quite  sure,  Mr.  Chairman,  that  in  the 
state  this  claim  is  in,  taken  together  with  the  fact  that  it  is  a  pend- 
ing claim  and  has  not  been  settled  in  any  way  that  we  ought  to  put 
into  our  record  the  sunnises  of  this  gentleman,  however  accurately 
they  m^  be  based. 

Maj.  Brown.  I  frankly  say  it  is  my  surmise. 

Mr.  G.iRKETT.  It  is  a  surmise  reflecting  upon  Mr,  Long,  who  is  not 
here  to  explain,  if  he  has  any  explanation.  I  do  not  object,  of 
course,  to  any  official  records  which  it  may  be  deemed  wise  by  the 
committee  to  have  with  reference  to  claims  which  have  been  dealt 
with.  But  to  put  in  matters  affecting  a  claim  that  is  pending,  and 
then  let  go  into  our  records  the  surmises  of  the  witness,  I  think 
hardly  ^oper. 

Maj.  Brown.  I  would  like  permission  to  withdrBw  my  surmise. 

Mr.  Graham.  I  do  not  know  that  such  surmises  should  go  into 
the  evidence,  but  when  we  come  to  read  it  over  after  it  has  been 
transcribed  we  will  pass  upon  the  question  of  striking  it  out. 

Mr.  Jefferis.  At  least,  Maj.  Brown,  this  was  a  very  unusual  re- 
quest ? 

Maj.  Brown.  As  far  as  my  experience  in  our  office  is  concerned, 
my  recollection  is  we  had  never  had  any  such  i-equest  before. 

Mr.  .Tefferis.  According  to  your  knowledge  of  the  regulations  of 
the  War  Department,  it  was  contrary  to  the  same  to  give  Mr.  Long 
the  information  that  he  requested? 

Maj.  Brown.  Well,  that  was  simply  my  own  opinion.  I  did  not 
cai-ef  ully  examine  the  regulations  at  the  time,  but  referred  the  matter 
to  higher  authori^. 

Mr.  Jefferis.  Have  you  any  acquaintance  with  Mr.  Long? 

Maj.  Brown.  I  have  met  him  but  once.  He  was  in  my  office  once 
last  spring  for  a  few  minutes. 

Mr.  .Tefferis.  When  he  wrote  you  this  letter  about  inefficiency,  in- 
competency, and  so  forthj  and  how  he  had  been  treated,  was  there  any 
foundation  for  his  making  any  such  charges  against  yon  or  your 
board  as  far  as  you  know? 

Maj.  Brown.  I  have  detailed  the  whole  of  my  dealings  with  Mr. 
Long  in  respect  to  that  matter.  His  letter  was  based  entirely  upon 
my  conversation  and  telegram.  He  came  into  my  office  at  one  time 
for  a  few  minutes  but  I  do  not  recall  that  we  had  any  conversation  of 
any  sort  at  all. 

Mr.  Jefferis.  I  think  that  is  all. 

Mr.  Bessb.  Mr.  Chairman,  may  I  make  a  statement  to  correct  an 
impression  that  I  think  has  been  madet 

Mr.  Graham.  Yes. 

Mr.  Besse.  I  stated  that  Mr.  Long,  to  my  knowledge,  had  made  no 
further  claim  under  this  contract  that  he  did  not  receive.  I  find  that 
this  statement  of  claim,  which  I  did  not  see  until  this  morning,  and 
which  Mr.  Brown  has  had  and  has  been  ordered  to  be  made  a  part  of 
the  record,  deals  with  that  contract  and  his  last  contract.  The  con- 
tracts specified  are  not  the  two  contracts  I  signed  with  Mr.  Long.  It 
is  the  second  contract  I  sipied  with  Mr.  Long,  and  the  one  that  he 
did  not  get,  that  you  questioned  me  about. 

Mr.  Jefferis.  That  he  did  not  get? 

Mr.  Besse.  That  was  a  mistaken  impression.  I  thought  Mr.  Long 
had  dropped  that  contract,  but  I  find  he  has  not  dropped  it  but  is 


E>till  claiming  for  it  and  I  thought  it  important  for  me  to  make  this 
statement. 

(And  the  witness  leaves  the  stand.) 

TESTDEOVT  OF  KB.  S.  J.  BEHBETT — ^Benimed. 

Mr.  Graham.  Mr.  Bennett  wishes  to  resmne  the  stand  to  make  a 
correction  in  his  testimony. 

Mr.  Bennbtt.  I  understand  there  are  some  corrections  you  desire 
to  make  in  your  testimony  of  yesterday,  is  that  rightl 

Mr.  Bennett.  Yes,  sir. 

Mr.  Graham.  Proceed  now  to  do  so. 

Mr.  Bennett.  One  item  that  was  not  quite  dear  in  regard  to  the 
contracts  on  which  nothing  was  done,  and  I  was  testifying  from  a 
sheet  or  compilation  of  these  contrarts  and  the  report  of  the  con- 
tractor as  entered  on  those  sheets  by  me  simply  showed  no  deliveries 
made.  I  would  wish  it  to  be  construed  that  in  some  instances  there 
had  not  been  some  raw  materials  cut  to  work  on  those  contracts.  I 
think  that  makes  that  point  clear. 

Another  correction  I  wish  to  make  is  this :  In  some  haste  I  did  some 
figuring  on  contract  EQ-4373 — and  I  have  not  the  other  number  here 
but  there  is  the  number  that  follows.  There  was  a  "  F  "  number  in 
front  of  this  contract,  which  was  for  the  Chauchat  contract  I  testi- 
fied in  regard  to  the  quantity  of  leather  charged  against  this  contract 
by  Mr.  I^ng  as  having  been  132,935  square  feet,  and  that  the  actual 
amount  of  leather  that  would  be  required  to  make  the  reinforcements 
as  specified  by  the  blue  prints  would  be  44,458  square  feet.  Mr. 
Graham  askea  me  if  they  made  an  allowance  of  50  per  cent  for 
wastage  what  the  deductions  would  be  and  I  made  a  mistake  in  figur- 
ing. The  correct  figures  would  be  that  there  would  be  66,248  feet 
charged  up  on  this  contract  more  than  would  be  needed  to  complete 
the  contract  by  allowing  50  per  cent  wastage  on  the  hides  that  were 
cut  for  this  material. 

There  seems  to  be  some  misunderstanding  in  regard  to  my  making 
myself  clear  on  contract  P-10,951-5,741^EQ,  and  I  wish  to  refer 
again  to  the  amount  of  leather  that  is  charged  up  on  this  contract  as 
being  1,417  pounds  of  russet  bridle  leather  at  90  cents  a  pound,  which 
the  contractor  retained  and  gets  for  so  doing  an  allowance  of  $425.10. 
He  also  charges  up  3,500  feet  of  latigo  leather  {Robertson)  at  53  cents 
a  pound  and  5,392  pounds  of  russet  bridle  leather  (Alexander 
Brothers)  at  97  cents  a  pound,  making  a  total  of  $7,085.24.  This 
leather  the  Government  takes. 

I  have  now  a  letter  from  Maj.  Thomas,  in  charge  of  the  office 
which  supplies  this  contract,  in  which  he  gives  the  amount  of 
leather  that  would  have  been  furnished  to  the  contractor  on  this 
contract  had  it  not  been  canceled  and  the  cancellation  accepted 
by  Mr.  Long  on  the  16th  day  of  August,  1918,  The  quantity  of 
7  and  8  ounce  russet  strap  leather  would  be  162,500  square  feet;  of 
latigo  leather  1,250  square  feet.  I  want  to  mention  in  connection 
with  that  that  Mr.  Long  has  charged  back  to  the  Government  latigo 
leather  3,500  square  feet,  whereas  if  the  Government  had  shipped 
him  ell  the  material  required  to  complete  that  contract  it  would 
only  have  taken  1^50  square  feet. 

Mr.  Graham.  How  much  difference  is  there  in  the  other  leather) 
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Mr.  Bennett.  Two  thousand  three  hundred  and  fifty  square  feet 
of  latigo  leather  charged  more  than 

Mr,  GHAHdM  (interposing).  Yes;  but  how  much  of  the  other! 
You  say  there  are  192,000  square  feet,  approximately,  that  he  charges 
against  the  Government  there. 

Mr.  Bennett.  But  not  on  this  contract.  That  was  a  correction 
I  made  of  the  Chauchat  magazine,  and  that  I  had  thought  all 
completed, 

Mr.  Graham.  So  that  the  only  amount  of  leather  in  this  that  he 
has  charged  for  more  than  he  ought  to  have  charged  is  the  latigo 
leather? 

Mr.  Bennett.  Yes,  sir;  2,3S0  square  feet.  But  this  contract  was 
canceled. 

Mr.  Graham.  Canceled  whent 

Mr.  Bennett.  August  16,  1918. 

Mr.  Graham.  Wliy  was  it  canceled  thenf 

Mr.  Bennett.  Because,  as  I  stated  on  yesterday,  the  Grovernment 
found  no  further  use  for  this  bridle  and  instructed  the  buyer  to 
cancel  his  verbal  agreement  with  Mr,  Long,  which  he  did  on  the  13th 
day  of  August,  and  Mr.  Long  accepted  his  letter,  which  I  think 
has  been  introduced  in  evidence  here. 

Mr.  Graham,  It  is  not  one  of  the  things  that  the  Government  after- 
wards ordered  more  of  ? 

Mr,  Bennett,  No,. sir, 

Mr,  Graham.  They  found  that  they  did  not  need  this  particular 
bridle  and  stopped  their  making  them  ? 

Mr.  Bennett,  Yes,  sir.  This  was  canceled  on  the  18th  day  of 
August,  1918,  and  the  cancellation  was  accepted  by  Mr.  Long,  as 
per  his  letter  in  the  record,  of  date  the  16th  day  of  August. 

Mr,  Graham.  I  think  you  better  offer  in  the  record  Maj.  Thomas's 
letter.    Is  it  very  long? 

Mr.  Bennett.  It  is  not  very  long.  Shall  I  read  the  letter  on  which 
I  asked  this  information! 

Mr.  Graham.  Ifyou  wish  to  do  so. 

Mr.  Bennett.  Well,  I  asked  Maj,  Thomas  to  give  me  a  list  of 
material  which  the  Government  had  shipped  to  Mr.  Long  against 
this  contract. 

Mr,  Graham.  And  that  is  what  the  letter  is! 

Mr.  Bennett.  Yes,  sir;  the  data  following  that  request, 

Mr.  Graham.  The  letter  may  go  in. 

Mr,  Bennett,  Do  you  want  my  whole  letter! 

Mr,  Graham,  No;  Maj.  Thomas's  letter, 

Mr,  Bennett.  All  right.  Then  I  also  asked  him  the  amount  of 
leather  which  would  have  been  shipped  had  the  contract  not  been 
canceled,  and  I  have  that  data  here. 

Mr.  Graham.  Let  that  go  in  with  the  other, 

Mr.  Bennett.  Here  is  Maj.  Thomas's  reply: 

(The  two  papers  referred  to  are  here  printed  in  full  in  the  record, 
as  follows:) 

OcTOBEB  IS,  lets. 
Memorandum. 

I'Toni :  I>eath*r-rubber  branch,  room  1532. 
To  r  Mr.  D.  J.  Bennett,  room  2641. 

1.  In  compliance  with  your  request  of  October  14,  there  Is  attached  hereto 
list  showing  material  required  on  proposed  contract  P10951-6741  Bq.,  R.  H, 
Long  Co.,  which  material  was  to  be  furnished  by  the  Oovernment. 
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2.  There  Is  also  attachod  hereto  list  showing  the  actual  material  which 
was  shipped  this  contractor  on  account  of  this  order,  giving  the  date  shipped 
«Dd  the  date  receired. 

3.  Eteferrlng  to  the  third  paragraph  of  thin  memorandum,  this  office  has 
DO  record  of  the  date  on  which  this  material  was  taken  over  by  the  Govern- 
ment and  placed  In  storage. 

Wu.  C.  Tmouas, 
Mafor,  Quariermatter  Corp*. 
Cliief  Leather-Rubber  Branch. 
Tt  Is  found  In  the  records  of  the  G.  &  E.  Division  that  the  foregoing  Is  a 
tme  copy  of  letter  sent  to  the  addressee. 

W.  C.  Thomas,  Major,  W.  If.  C. 

OOVEBNUENT  UATEBIAL  BEQVIRED  OX  PKIBS1-3T41  BQ. 

162,300  square  feet  {-ounce  russet  strap  leather. 
1,230  square  feet  latlgo  leather. 
463  pounds  4-cord  linen  thread. 
30  pounds  No.  3  linen  shoe  thread. 
60,000  curti  bits  and  chain,  model  1908. 
50.000  snaffle  bits,  model  1909. 
50,000  g-lnch  center  bar  buckles. 
30,000  l-lnch  wire  buckles. 
100,000  1-Inch  soap  hooks. 
90,000  stud  hooks. 
300,000  Conway  loops. 
60,000  brow-bond  ornaments. 
100,000  cheek  slides. 

It  is  found  In  the  records  of  the  C.  &  E.  Division  that  the  foregoing  Is  a  true 
copy  of  Hat  sent  to  the  addressee. 

W.  C.  Thomas,  Major,  W.  M.  C. 

Mr.  Graham.  Is  there  any  other  explanation  you  want  to  make! 

Mr.  Bennett.  Well,  I  want  to  be  made  clear  on  this  contract  that 
Mr.  Lotig  h&d  two  other  contracts,  one  of  a  similar  nature  for  artil- 
lery bridles  that  was  given  a  long  time  before  this  verbal  agreement 
was  made,  and  another  one  given  some  four  months  before  and  on 
which  he  had  completed  quite  a  lot  of  material  which  is  identically 
the  same  as  the  material  which  he  has  grabbed  up  and  thrown 
against  this  contract. 

Mr.  Graham.  Well,  you  testifled  on  that  yesterday. 

Mr.  Bennett.  I  think  I  did,  but  wanted  to  be  made  clear  on  it. 

Mr.  Graham.  In  other  words,  the  point  you  are  making  is  that  in 
your  judgment  he  was  charging  leather  as  against  this  contract  tiiat 
had  been  purchased  on  a  former  contract,  and  for  the  same  material  I 

Mr.  Bennett.  Yes,  sir. 

Mr.  Graham.  Well,  that  ma^  be  true;  but  there  is  nothing  in  the 
records  that  show  that  conclusively,  is  there! 

Mr.  Bennett.  No,  sir.  The  only  thing  in  the  records  is  some- 
thing that  has  not  gone  into  your  hearing  and  that  you  asked  to  go 
in,  which  is  a  copy  of  this  memorandum  sent  to  Mr.  Long,  in  which 
is  stated  distinctly  the  amount  of  material  that  the  Government  was 
to  furnish,  and  that  they  were  not  to  furnish  material  for  this 
bridle;  that  Mr.  Long  was  not  to  furnish  the  material.  He  seems 
to  switch  in  this  charce  the  leather  against  that,  notwithstanding  the 
Government  was  to  tumish  it,  and  the  Government  never  did  ship 
any  leather  on  this  contract. 

Mr.  Graham.  You  say  the  Government  memorandum  as  a  part  of 
the  purchase  order  specified  the  Government  was  to  furnish  all 
leather! 
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Mr.  Bennett.  Yes,  sir. 

Mr.  Graham.  All  right. 

Mr.  Bennett.  You  asked  me  to  put  that  in  the  record,  but  I  do 
not  think  they  put  it  in.  He  specified  the  price  of  the  leather  and 
the  kind  of  leather  to  be  used  in  the  bridles,  and  that  the  Government 
is  to  ship  it  to  Mr.  Long. 

Mr.  Graham.  But  in  this  particular  case  evidently  they  did  not 
do  so. 

Mr.  Bennett.  The  hide  section  told  me  that  they  did  not  ship 
any  leather,  and  give  the  amount  that  would  have  been  shipped  if  it 
had  not  been  canceled. 

Mr.  Graham.  And  he  claims  that  he  bought  it  from  someone  elsef 

Mr.  Bennett,  Yes,  sir;  he  claims  to  have  bought  the  leather 
against  this  contract  when  he  had  two  other  contracts  for  the  same 
thing  uncompleted ;  one  was  canceled,  unfilled,  without  any  deliveries^ 
and  the  other  one  way  behind  on  deliveries. 

Mr.  Graham.  The  memorandum  is  not  a  very  lengthy  paper,  is  it! 

Mr.  BENNETr.  No,  sir. 

Mr.  Graham.  Let  it  go  into  the  record. 

Mr.  Bennett.  All  right ;  here  it  is. 

(The  two  papers  referred  to  are  here  printed  in  full  in  the  record, 
as  follows : ) 

P4.">5.8/1651.    ProcuremeiK  DIvlsl.iii.    Date,  6/25/18. 

Requisition  for contract 

CInsslflcatlon :  Eq.  2162,  War-Ord.  P10951-ST41Eq.    Date,  June  28,  1918. 

From:  Section  PE.  Nccotiator,  Capt.  J,  H.  Harpham.  la  applicattan  for 
priority  cert  (l<<sire<l.  no.     Is  approval  of  englne^ting  Itareou  desired,  no. 

Project  prosram:  None.    Schedule;  None^    Item:  None. 

PR.  .5890.    PWO.    5675-58900.    For  Supply  Division  account,  yes. 

To  be  Inspected  by :  Inspection  Division. 

AHotntent  and  appropriations :  A  deficit  of  f79,375  under  D.  S.  &  S. 

Point  of  manufacture:  Framlngham,  Mass. 

Contractor:  B.  H.  Long. 

AitdresB:  Framincham,  Muss. 

Mail  order  to  al)ove  Individual,  partnership,  or  corporation. 

Material :  Article,  component,  operation,  etc.    Quantity,  50,000. 

Field  Artillery  bridle,  model  1914. 

Price:  S312.500  f.  o.  b. 

Price  basis:  $6.25,  Framlngtiam,  Maes. 

Allotment  is  requested  for  $79,375.  Tbe  biilance  of  the  cost  Is  cared  for  In 
nmterlal  furnished  by  the  Government. 

Use:  For  Issue. 

For  delivery  to :  Instructions  to  follow. 

Specified  deliveries:  August,  10,000;  September,  10,000;  October,  10,000; 
November,  10,000 ;  December.  lO.OOO.    Completed  by  Januarj-  1,  1916. 

SpeclllcatioDB :  As  per  Inquiry  for  questions  PEE  9. 

Drawings:  20-IA-16  Rev.  2/25/18:  20-IA-8.  2/23'X8;  20-IA-14,  4/20/18; 
20-0-2  Kev.  4/20/18;  20-0-13,  4/20/18;  20-0-25,  9/23/10;  20-0-24,  9/23/18; 
20-&-3,   .1/25/18. 

Supporting  papers:  Tlielr  proposal  of  6/20/18,  P4.55.8/1505. 

Terms  and  conditions:  For  material  listed  below  or  In  attached  sheet,  re- 
quired by  the  manufacturer  of  the  articles  contracted  for  will  be  furnlsbed  tlie 
contractor  by  the  United  States  at  prices  stated  f.  o.  b.  contractor's  city,  con- 
tractor to  pay  all  switching  and  carUige  charges. 

Leather :  j-ounce  russet  strap  leather  sides,  per  square  foot,  A,  S0.57 ;  B,  fO.55; 
EB  or  C.  $0.53.  Se^■en- eighths-ounce  russet  strap  leather  backs,  per  square  foot, 
A,  50.81 :  B,  $0.78;  EB  or  C,  $0.74. 
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Hardware,  per  100  bridles: 

lOO  Btnd  hooks,  bronze  flDisb,  $0.87. 
2O0  .625  BURP  hooks,  bronze  finish,  (7.36. 
lOO  .625  wire  bupklea,  bronze  finish,  fl. 
lOO  .625  center  bar  buckles,  bronze  finish.  S2.30. 
2O0  .000  style  1  brow-band  ornaments,  bronze  finish.  Sia 
200  .875  cheek  slliles,  rawhide  and  leather,  bronze  flnlsb,  ^. 
600  ,775  Conway  loops,  bronze  finish.  »15,06. 
100  curved  bit,  model  1909. 
100  snalTle  bits,  model  1909.  $34. 
100  bit  chains,  model  1912,  $115. 
Thread:    Linen   lock-stiteh  machine  thread,  gray  or   natural  color,  $2.05; 
Mo.  3  HB  or  natural  color  shoe  thread,  $1.75. 

H.  H.  Lehu.\n, 
Major,  Ordnance,  National  Armv- 
J.  H.  Habpbman, 
Captain,  Ordnance,  yationat  Army. 
A  deduction  of  75  per  cent  of  the  payment  falling  due  on  each  accepted  deliv- 
ery Is  to  be  made  by  the  United  States  to  cover  the  value  of  tJila  material. 

(Signed) . 

Mr.  Graham.  Was  it  a.  part  of  the  contract  with  Mr.  Longf 
Mr.  Bennett,  They  are  the  original  papers  prepared  after  the 
verbal  agreement  with  Mr.  Long,  setting  forth  the  amount  of  the 
award  that  would  be  sent  to  him  later,  and  the  specifications  of  the 
bridle  and  the  amount  of  material  that  the  Government  was  to  fur- 
nish to  him,  and  the  price.  So  that  he  was  justified  in  making  the 
bid  nt  a  certain  figure,  because  the  Government  furnished  him  the 
material  at  a  certain  figure,  thus  protecting  him  against  any  rise  or 
fall  in  the  market. 

Mr.  Graham.  Is  there  anything  further  you  want  to  correct  or  do 
to  your  testimony  given  on  yesteraay! 

Mr.  Bennett.  I  would  like  to  add  if  you  will  permit  me  my  opin- 
ion on  these  settlements. 

Mr.  Graham.  No;  I  do  not  think  that  proper. 
Mr.  Bennett.  All  right 

Mr.  Garbbtt.  Mr.  Bennett.  I  wish  you  would  take  that  contract 
P  10951-5741  EQ:  that  is  for  50,000  bridles,  isn't  it? 
Mr.  Bennett.  Yes,  sir. 
Mr.  Garrett.  What  kind  of  bridle  is  that? 
Mr.  Bennettt.  That  is  a  field  artillery  bridle. 

Mr.  Garrett.  Are  there  any  other  contracts  for  the  same  thing  in 
the  records? 

Mr,  Bennett.  I  have  referred  to  two  othere. 
Mr.  Garkett.  For  Field  Artillery  bridles? 
Mr.  Bennett.  Yes,  sir, 

Mr.  Garrett.  You  are  quite  sure  of  that,  are  you? 
Mr,  TfENNEiT.  I  think  so.     One  is  for  a  wheel  bridle,  and  the  other 
is  for  the  lead  bridle.    I  think  the  larger  one  is  identically  the  same 
as  this.     I  can  verify  it  if  you  want  me  to  look  up  the  contracts  and 
check  them. 
Mr.  Garrett.  You  are  sure  they  are  for  the  same  sort  of  bridle? 
Mr.  Bennett,  Yes,  sir, 

Mr.  Garrett.  The  same  kind  of  leather,  Uie  same  weight  of  leather, 
and  so  on  ? 

Mr.  Bennett.  Well,  I  have  not  looked  up  the  blue  prints  and  speci- 
fications, but  I  assume  they  are.    There  are  two  sets  of  this  harness 
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and  they  are  the  wheel  harness  and  the  lead  harness.  I  would  assume 
that  they  bought  the  same  weight  of  leather  for  each  bridle.  I  can 
not  be  positiTely  sure  of  that  as  to  the  speciScations. 

Mr.  Gabrett.  How  much  russet  leather  do  you  say  was  charged  to 
the  GoTenunent  ? 

Mr.  Bennbtt.  In  the  first  instance,  1,417  pounds  (with  Beard- 
more)  at  90  cents  a  pound,  which  the  contractor  retamed  and  tba 
Government  allowed  him  $425.10  for  as  damages.  And  the  other  item 
was  3,500  feet  of  latigo  leather  (with  Robertson)  at  53  cents  per 
square  foot,  and  5,892  pounds  of  russet  bridle  leather  (with  Alexan- 
der Bros.)  at  97  cents  per  pound. 

Mr.  Gareett.  And  the  Government  took  back  how  much  of  that! 

Mr,  Bennett.  The  Government  took  back  the  last  two  items,  or 
the  value  of  $7,085^. 

Mr.  Gabrett.  That  item  was  charged  to  the  Government  at  97 
cents  a  pound! 

Mr.  Bennett.  Yes,  Eor. 

Mr.  Gabrett.  Do  you  know  what  has  been  done  with  that  leather 
by  the  Government. 

Mr.  Bennett.  No,  sir. 

Mr.  Gabrett.  You  do  not  know  whether  the  Government  has  sold 
it  or  not  ? 

Mr.  Bennsttt.  No,  sir;  I  do  not. 

Mr.  Garbbtt.  Did  not  you  figure  on  that  contract  the  number  of 
square  feet  that  would  be  required  to  fill  the  contract? 

Mr.  Bennett.  On  this  contract  for  bridles! 

Mr.  GARHErr.  Yes,  sir. 

Mr.  Bennett.  No,  sir.  Perhaps  I  might  say  that  I  figured  out 
the  number  of  square  feet  of  latigo  leather  used  if  they  us^  a  latigo 
thong  on  the  bit.  The  blueprint  calls  for  a  rawhide,  but  I  understand 
they  used  latigo.  I  was  informed  by  the  man  of  the  purchase  section, 
Maj.  Thomas,  that  latigo  leather  was  not  used  in  these  bridles  unless 
it  would  be  for  the  thongs. 

Mr.  Gabrbtf.  That  goes  under  the  bridle  bit! 

Mr.  Bennetp.  Yes,  sir.  I  figured  it  out  on  that  basis,  I  think,  in 
my  testimony  on  yesterday. 

Mr.  Gahrett,  That  is  all. 

Mr.  Grahau.  Inasmuch  as  the  committee  has  been  very  continu- 
ously at  work  and  has  a  number  of  matters  to  consider  in  executive 
session,  there  will  be  no  further  hearings  until  Monday. 

(And  at  1.20  o'clock  p.  m.  the  committee  adjourned  until  Monday, 
October  27,  1919.) 
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Stbcommittee  No.  6  (Ordnance)  of  the 

Select  Committee  on  ExpENDiTUBEa 

IN  THE  War  Department, 
HoDSE  OF  Representatives. 
Waahinffton,  D.  C,  Monday,  October  S7y  1919. 
The  subcommittee  met  at  11  o'clock  a.  m.  pui'siiant  to  adjourn- 
ment on  Saturday,  Hon.  William  J.  Graham  (chairman),  presiding. 
Also  present:  Hon,  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 
Mr.  Graham.  The  committee  this  morning  will  hear  Maj.  Dick- 
inson. 

SIATEHEBT  OF  US.  A.  C.  DICEDTSON,  inilEBBEItG,  UASS. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.'  Where  do  you  live,  Maj.  Dickinsont 

Mr.  Dickinson.  I  live  at  Lunenberg,  Mass. 

Mr.  Graham.  Hiive  you  recently  been  in  the  military  service  of 
the  United  States? 

Mr.  Dickinson,  I  was  discharged  February  18.  1919. 

Mr.  Graham.  How  long  were  you  in  the  Army? 

Mr.  Dickinson.  I  was  commissioned  in  August,  1917,  and  dis- 
charged February'  18,  1919. 

Mr.  Graham.  What  arm  of  the  service  were  you  in? 

Mr.  Dickinson.  When  I  was  first  commissioned  it  was  in  the 
Sanitary  Corps  of  the  Medical  Corps,  which  was  subsequently 
changed  to  the  (Chemical  Warfare  Service. 

Mr.  Graham.  As  an  officer  of  such  service,  did  you  have  occasion 
at  any  time  to  have  any  work  in  connection  with  the  Boston  district, 
Ordnance  Department,  or  Chemical  Warfare  Board? 

Mr.  Dickinson.  The  Boston  district  of  ordnance? 

Mr.  Graham.  Boston  Chemical  Warfare. 

Mr.  Dickinson.  No,  sir;  not  with  the  Boston  office. 

Mr.  Graham,  Where  was  your  work? 

Mr.  Dickinson.  I  was  stationed  in  Washington  until  July  19,  I 
think  it  was,  when  the  main  office  was  moved  to  New  York,  that  is, 
July  19, 1918,    The  whole  office  was  moved  to  New  York  then. 

Mr.  Graham.  July,  1918? 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Graham.  Since  the  signing  of  the  armistice,  have  you  had 
anvthing  to  do  with  the  settlement  of  war  claims? 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Graham.  What  nave  you  had  to  do  with  them? 
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Mr.  Dickinson.  Weil,  at  the  signing  of  the  armistice  all  contracu 
of  the  Chemical  Warfare  Service  were  terminated  by  the  contract- 
ing officer.  I  say  "all  contrntts "— I  think  all  contracts  were  teniii- 
nated — and  the  organization  was  reorganized  into  diffierent  depart- 
ments for  the  purpose  of  settling  claims,  and  I  was  placed  in  charp 
or  a  contract,  that  is,  a  contract  negotiated,  and  had  charge  of  the 
ne^tiations  of  all  the  contracts  and  had  men  working  under  me 
doing  other  detail  work. 

Mr.  Graham.  Were  you  immediately  under  the  supervision  of 

Mr.  Dickinson.  I  was.  ! 

Mr.  Graham.  Did  you  have  anything  to  do  with  the  settlement 
^f  the  claims  of  R.  H.  LongA  Co.? 
Mr.  Dickinson.  I  did. 

Mr-  Graham.  Do  you  remember  two  particular  claims  having  to 
^o  with  the  making  of  knapsacks? 
Mr.  Dickinson.  I  do. 

IVlr.  Graham.  Do  you  remember  in  a  general  way,  Major,  when 
^j,ose  claims  were  filed— about  when  they  were  filed? 

M*"*  I'l^^KiNaoN,  It  was  in  January,  I  think,  that  statements  were 
rtJe<J>  ''"*'  'bey  were  not  filed,  as  I  understand  it,  in  accordance  with 
J. He  requests  from  our  office;  that  is,  there  was  miscellaneous  infor- 
Z^»tio^  ^R^fdin^  settlements  filed,  but  I  do  not  think  that  it  was 
in  *^*®  i^rm  that  it  was  necessary  to  have  it. 

jyfr.  Graham.  Did  you  during  that  period,  and  before  the  neces- 
ca.ry  ^^'^''s  were  filed,  have  any  conversations  with  Mr.  K.  H.  Long 
^xyoot  tbese  particular  claims? 

j^r.  Dickinson.  I  had  many  such  conversations. 
jijr.  Graham.  Do  you  know  whether  he  was  advised  about  the 
j-oP®**  iiistbod  of  filing  his  claims  or  not,  how  they  should  be  filed! 
Mr.  Dickinson.  I  tmnk  without  anv  question  he  was.  I  do  not 
remeniber  the  specific  notifications  wh"ich  were  sent  to  him.  but  he 
-was  notified  in  the  same  manner  in  which  all  the  contractors  were 
notified  of  their  rights. 

Mr.  Ghaham.  Well,  do  you  know  why  these  claims  were  not  in 
proper  form;  did  you  find  out  in  any  way? 

Mr.  Dickinson.  Well,  to  the  best  of  my  knowledge  the  principal 
reason  why  they  were  not  put  in  the  form  in  which  we  requested 
was  because  the  contractor  wished  to  make  certain  claims  which  we, 
according  to  a  regulation  which  had  been  laid  down  for  us  to  ne- 
gotiate claims  under,  were  not  able  to  consider. 
Mr.  Graham.  Had  you  so  advised  R.  H.  Long? 
Mr.  Dickinson.  Yes,  sir. 

Mr.  Graham,  Do  you  remember  now,  Major,  in  a  general  way, 

what  particular  items  of  the  contracts  seemed  to  be  wanting  that 

you  had  advised  hiin  he  could  not  get  ? 

Mr.  Dickinson.  Will  it  be  all  right  to  refer  to  notes  I  have  here? 

Mr.  Graham.  Oh,  yes;  we  Would  prefer  to  have  you  do  so,  if 

you  have  reliable  notes. 

Mr.  Dickinson.  There  were  two  contracts:  One  contract.  No.  1426, 
on  which  there  was  an  undelivered  portion,  and  contract  No.  1757, 
which  had  just  been  started,  a  very  large  amount  of  which  was  un- 
delivered ;  that  is,  he  had  just  started  on  this  contract 
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XTncler  the  first  contract,  Mr.  Long  stated  that  he  was  going  to 
make  a  ciaim  for  change  in  specifications,  and  went  on  with  detail 
of  'what  that  change  in  specifications  cost  him.  That  is  a  matter 
of  record  and  correspondence  as  to  what  his  claim  purported  to  be. 
Mr._  Gbahah.  Do  you  have  the  correspondence  so  you  can  tell  us 
"wliat  it  is  he  was  claiming? 

Mr.   Dickinson.  Yes,  sir;  well,  he  was  claiming  for  extra  rivets, 
^OT  an  extra  amount  of  thread,  for  a  loss  of  waste  duck ;  he  was  claim- 
ing  for  transportation  of  extra  employees;  he  was  claiming  addi- 
tional labor  cost  on  the  bags  which  he  had  delivered, 
Mr.  Grahau.  Which  he  had  already  delivered? 
Mr.   Dickinson.  Yes,  sir. 

Mr.  Graham.  Why  was  not  that  in  hisoriginal  claim  when  he  got 
his  pay  for  them?  < 

Mr.  Dickinson.  They  were  billed  at  contract  prices  and  paid  for 
at  contract  prices,  but  subsequently  he  wanted  more  pay  for  labor 
on  the  bags  which  he  had  delivered. 

Then  he  wanted  a  profit  on  the  unfinished  portion,  which  was 
strictly  contrary  to  regulation.  We  could  not  allow  that,  and  we 
"had  an  indeterminate  daim  in  there  regarding  his  additional  facili- 
ties, which  he  stated  in  his  letter  on  May  5  that  he  would  reserve 

for  Sonne  future 

Mr.  Graham.  What  did  he  say  the  additional  facilities  were? 
Mr.  Dickinson.  Well,  I  do  not  know  that  he  has  ever — although 
1  think  subsequently  to  my  coming  out  of  the  service  he  has  ma^e 
a  detailed  statement    of  wnat  those  facilities  covered,  a  lot  of  mis- 
cellaneous machinery  and  buildings. 

Mr.  Graham.  Did  he  ever  make  that  detailed  statement  while  you 
were  in  the  service? 

Mr.  Dickinson.  I  do  not  recall  that  he  did;  there  were  more  or 
less  conversations  about  these  facilities.     But  the  1426  contract,  the 
first  one,  specifically  provided  that  if  two-thirds  of  the  deliveries 
had  been  made  that  there  should  be  no  claim  for  facilities. 
Mr.  Graham.  It  did  so  provide? 

Mr.  Dickinson.  It  did  so  provide.  The  certain  contracts  specifi- 
cally stated  that  there  were  no  facilities  to  be 

Mr.  Graham.  Provided? 

Mr.  Dickinson.  Or  it  ignored  the  matter  of  facilities;  there  was 
nothing  said  about  facilities.  I  do  not  recall — I  have  not  a  copy  of 
the  contract  here  now,  but  I  know  that  the  question  of  facilities  on 
the  second  contract,  on  which  Mr.  Long  is  making  claim,  was  talked 
over  in  great  detail  at  the  time  that  the  contract  was  placed,  and  for 
this  reason  it  was  talked  over :  We  were  instructed  by  the  Purchasb, 
Storage  and  Traffic  not  to  enter  into  any  contracts  in  the  congested 
area,  so  called,  with  concerns,  unless  they  already  had  sufficient  facili- 
ties. We  were  expressly  forbidden  to  enter  into  any  such  contract, 
and  before  such  contract  could  be  approved  even  in  our  own  legal  de- 
l>ftrtment  a  statement  to  that  effect  and  sanction  of  our  own  legal 
department  had  to  be  gotten  showing  that  the  contractor  had  not  got 
to  provide  extra  facilities  to  complete  his  contract.  That  is  a  matter 
of  record  in  the  Chemical  Warfare  Service  files,  that  in  asking  for 
this  contract  that  it  specifically  stated  that  no  facilities  were  needed. 
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Mr.  Graham.  Was  the  claim  for  facilities  on  both  those  contracts 
or  only  on  one  of  themf 

Mr.  Dickinson.  I  think  that  the  facilities — I  do  not  know  that  he 
has  made  a  definite  claim  for  his  facilities.  He  may  have.  I  can, 
I  think,  find  out  by  looking  through  the  papers,  as  I  say,  that  have 
taken  place  since  I  have  been  in  the  service.  It  is  my  impression 
that  he  has  made  a  definite  claim,  but  on  the  first  contract  he  com- 

Sleted  more  than  two-thirds;  consequently  our  Contract  Board  of 
«view  -would  not  pass  any  claim  on  facilities,  whether  he  made  it 
or  not. 

In  the  second  contract  it  was  specifically  provided,  or  it  was  clearly 
underetood  with  the  contractor,  that  no  facilities  would  be  provided 
for,  because  we  were  not  allowed  to  place  business  in  the  congested 
area  if  we  had  to  provide  for  facilities.  The  War  Department  re- 
quested us  to  place  that  business  out  of  the  congested  area,  if  the 
manufacturer  had  to  get  additional  facilities. 

Mr.  Graham.  What  was  the  attitude  of  Mr.  Long  when  you  sug- 
gest«d  to  him  that  he  get  his  claim  in  shape  and  when  you  talked 
these  matters  over  with  him? 

Mv.  Dickinson,  Mr,  Long  was  familiar  with  Siipply  Circular  No. 
Ill — was  given  copies  of  it  by  me  personally.  When  I  say  Mr. 
Long,  Mr.  Long,  jr. — Mr.  Richard  Long — was  the  man  whom  I  had 
more  to  do  with  than  Mr.  Long,  sr. ;  he  was  the  active  man  at  the 
plant,  and  when  I  talk  of  Mr.  Long  it  might  either  be  junior  or  senior. 

Mr.  Graham,  Did  you  see  them  both? 

Mr.  Dickinson.  I  saw  them  both,  frequently.  They  were  familiar 
with  the  provisions  of  Supply  Circular  No.  ill  under  which  we  had 
to  negotiate  the  contract.  We  had  no  other  alternative.  I  informed 
him  exactly  how  far  we  could  go  under  that  supply  circular,  which 
was,  namely,  settle  the  contracts  strictly  in  accordance  with  the  terms 
of  the  contract.    This,  apparently,  was  not  satisfactorj'  to  them. 

Mr.  Graham.  Did  they  say  so! 

Mr.  DiCKiNBON.  Yes. 

Mr.  Graham.  Well,  at  any  time  during  these  negotiations  did  Mr. 
Long  say  anything  to  you  about  taking  the  matter  up  with  anvbody 
else? 

Mr.  Dickinson.  Well,  I  think  the  first  indication  that  Mr.  Long 
was  not  satisfied  with  the  information  that  I  personally  pave  him 
was  a  letter  which  he  read,  I  think,  to  Col.  Bessee  in  which  he  stated 
it  was  apparent  that  Maj.  Dickinson's  authority  was  limited,  and 
that  as  I  recall  it  the  letter  stated  that  he  would  like  to  take  the 
matter  up  with  somebody  who  had  authority  to  go  into  the  matter 
and  settle  it. 

Mr.  Graham.  Do  you  know  about  when  that  letter  was  received? 

Mr.  Dickinson.  I  think  I  can  find  the  specific  letter  here  with 
very  little  hunting  [producing  paper].  That  was  the  letter  under 
date  of  January  3, 

Mr,  Graham,  Do  vou  have  the  letter  here? 

Mr.  Dickinson,  Yes,  sir. 

Mr.  Graham,  Read  it,  please. 

Mr.  Dickinson.  The  whole  of  it? 

Mr.  Graham,  Such  portions  as  refer  to  yon. 
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Mr.  Dickinson.  In  the  next  to  the  last  paragraph,  it  says — it 
appears  it  was  signed  by  B.  H.  Long.    [Reading:] 

It  appears  to  the  writer  that  a  cooference  between  the  contractors  and  some 
one  with  more  authority  than  MaJ.  Dickinson,  as  bla  authority  as  etated  by 
talm  Is  very  limited,  might  help  to  bring  about  a  satisfactory  atljustment.  We 
would  like  to  have  you  call  a  conference  of  all  the  contractors  having  orders 
from  your  division. 

Mr.  Graham.  Up  to  that  time  had  he  got  his  claim  in  shape  t 

Mr,  Dickinson.  No,  sir;  that  is  the  pertinent  paragraph. 

Mr.  Graham.  That  was  January  2f 

Mr.  Dickinson,  January  2. 

Mr.  Graham.  After  those  circumstances  that  you  have  detailed, 
what  further  negotiations  were  there  about  this  claim.  Major? 

Mr.  Dickinson.  This  letter  of  January — may  I  answer  it  in  a 
roundabout  way? 

Mr.  Graham.  Yes,  sir. 

Mr.  Dickinson.  This  letter  of  January  2  was  answered  on  January 
4  by  Col.  Besse.  The  letter  that  Mr.  Long  wrote  in  the  first  place 
was  not  addressed  to  anyone  in  particular;  it  was  addressed  simply 
to  the  Chemical  Warfare  Service,  and  I  received  the  letter  and  turned 
it  over  to  Col.  Besse,  and  had  a  conference  with  him  on  the  subject, 
and  he  answered  the  letter  as  follows  on  January  4 : 

Mr.  Graham.  Who,  Col.  Besse  did  ? 

Mr.  Dickinson.  Col.  Besse  did, 

Mr,  Graham.  Well,  such  portions  as  are  relevant,  I  presume  are 
all  right  to  be  read. 

Mr.  Dickinson.  May  I  testify  by  simply  giving  a  digest  of  what 
the  point  is? 

Mr.  Graham.  Yes. 

Mr.  Dickinson.  He  states  in  the  first  paragraph  [reading] : 

And  on  contracts  with  your  concern  full  antborlty  has  been  del^ated  to  MaJ. 
Dickinson  lo  make  complete  adjustments  In  accordance  with  the  tawg  existing 
and  the  cancellation  clauses  embodied  In  tbe  said  contracts. 

Mr.  Graham.  That  went  to  Long! 

Mr.  Dickinson.  That  went  to  Lone  on  January  4  in  answer  to  his 
request  that  somebody  with  more  authority  be 

Mr.  Graham  (interposing).  Yea  What  is  the  next  that  happened, 
after  that  letter  was  sent  to  Mr.  Long? 

Mr.  Dickinson.  There  are  numerous  letters  following  a  letter  of 
January  6,  Mr.  Long  stating  additional  claims  which  they  were  going 
to  make. 

Mr.  Graham.  What  did  he  say  they  were  going  to  claim  for? 

Mr.  Dickinson.  Iil  the  first  place,  there  was  a  provisiwi  in  the 
contract  stating  that  the  contractor  should  dispose  of  the  material 
which  he  had  supplied  or  had  the  right  to  dispose  of  for  the  con- 
tract at  a  price  to  ue  agreed  upon  with  the  Chemical  Warfare  Service. 
There  was  a  60'day  limit  on  that,  and  we  kept  advising  him  we  were 
afraid  his  rights  would  lapse  if  he  did  not  take  action  on  that,  and 
he  states  here  that  he  expected  to  make  report  within  60  days  of  the 
material  he  had  which  was  supplied  on  the  contracts  for  tliat  pro- 
vision [reading]: 

We  also  believe  that  the  contracting  offlcei-a  of  your  division  Intend  lo  be 
as  fair  as  their  Instructions  will  allow,  and  as  the  situation  under  the  contracts 
will  allow,  looking  at  the  matter  as  tliey  now  view  the  contracts.  Looking 
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at  the  contract  sltwatlon,  as  a  whole,  however,  It  appears  to  us  that  the  stand- 
point of  four  division  is  a  most  dlBhoDornble  one,  and  cbanging  the  contract 
without  calling  the  attention  of  the  contractor  to  the  changes,  at  a  time  wb^ 
contractors  were  so  busy — making  contracts  which  may  be  construed  as  cutUoe 
out  nearly  all  the  rights  of  Ihe  contractor,  is  pretty  sharp  practice  to  an  ex- 
tent tbat  officials  of  the  United  States  Government  ought  to  be  ashamed  of. 

Mr.  Graham.  Who  is  that  letter  to? 

Mr.  DiCKiKBON.  That  letter  is  to  Col.  Besse,  under  date  of  Janu- 
ary 6. 

Mr.  Geaham.  Do  you  have  anything  of  the  same  kind  of  stuff  in 
there? 

Mr.  Dickinson   (reading) : 

We  understand  that  the  contracting  officer  didn't  know  of  the  changee  In 
the  contracts  because,  in  conference  with  Ma].  Dickinson  since  the  armistice. 
It  was  assumed  that  we  would  have  claim  for  q>eclal  facilities  or  other  ex- 
pKises  provided  for  the  second  contract  as  well  as  for  the  flrsL 

Mr.  Graham.  Is  that  true? 

Mr.  Dickinson.  It  is  not. 

Mr.  Graham.  You  knew  about  the  making  of  the  contract? 

Mr.  Dickinson.  I  did ;  I  made  it. 

Mr.  Graham.  And  there  was  no  assumption  at  the  time? 

Mr.  Dickinson.  No,  sir. 

Mr.  Graham.  Is  there  anything  further  in  that  letter? 

Mr.  Dickinson  (reading) : 

The  action  of  your  division,  If  they  knew  that  cancellation  of  the  contract 
would  cut  out  the  rights  of  the  contractors,  was  very  unfair  and  much  different 
from  the  action  of  other  divisions.  Looking  at  it  from  a  legal  standpoint  It 
appears  to  us  that  we  haven't  had  a  proper  legal  notice  of  cancellation, 

I  believe  that  this  is  the  first  intimation  of  the  fact  that  they  did 
not  have  legal  notice  of  cancellation.  It  will  be  noticed  in  letters 
that  are  to  niUow  that  reference  is  made  to  that  point  several  times, 
questioning  as  to  whether  they  had  legal  notice  of  cancellation.  I 
have  copies  of  the  telegrams  which  were  sent  by  the  contracting 
officer  at  the  time  these  contracts  were  canceled  here,  but  I  mention 
that  because  that  is,  I  think,  the  first  time  that  point  as  to  whether 
contracts  were  legally  canceled  was  brought  up. 

Mr.  Graham,  What  is  the  date  of  that,  Major? 

Mr.  Dickinson.  January  6. 

Mr.  Graham.  All  right;  proceed. 

Mr.  Dickinson  [reading]: 

Then  officers  In  charge  representing  your  division  at  oar  factory  on  the  day 
after  the  armistice  refused  to  allow  us  to  go  any  further  with  the  contracts, 
except  within  such  limitations  as  they  decided  to  make.  Tn  fact  all  through  the 
work  oQ  the  contracts  with  jour  division  the  Government  officials  have  assumed 
control  of  the  property  of  the  United  States  ijefore  and  after  It  came  Into  our 
possession, 

In  reference  to  the  claim  made  in  this  letter  that  on  the  day  after 
the  armistice  we  refused  to  allow  them  to  go  any  further  with  the 
contract.  I  might  read  the  telegram  which  canceled  the  contract,  so 
that  that  can  be  &  matter  of  record.  It  is  dated  November  11,  and 
addressed  to  K.  H.  Long  &  Co,,  Framingham,  Mass.    [Beading:] 

Please  except  this  cancellation  of  contract  1426.  Tou  are  requested  to  put 
no  more  raw  material  Into  process  of  manufacture  and  to  discontinue  manu- 
facturing processes  to  the  fullest  extent  practicable.    Wire  acknowledgement 
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!&Ir.  Gbaham.  Signed  by  vrhom  f 

Mr.  Dickinson.  The  signature  here  is  Gas  Defense  Division, 

Mr,  Graham.  Do  yoii  know  whether  he  received  that? 

!Mr.  Dickinson.  I  assume  that  he  received  it,  because  I  had  numer- 
ous telephone  conversations  on  November  11  and  12  with  the  fac- 
tory— with  Mr.  Long 

Mr.  Graham  (interposing).  About  that  matter? 

Mr,  Dickinson,  About  this  matter;  and  what  should  he  do,  and  I 
specifically  told  him — I  might  say  at  this  point  that  office  order  was 
issued  by  the  officer  in  charge  of  our  division  to  the  effect  that  the 
telephone  conversation  or  conversations  with  contractors — that  a 
tneiTiorandum  should  be  made  of  those  conversations  and  sent  to  the 
legal  department,  and  here  is  a  copy  under  date  of  November  13  re- 
porting the  conversation,  or  the  gi^  of  the  conversation,  that  I  had 
with  E.  H.  Long  on  that  date, 
Mr.  Graham.  What  was  it? 

Mr.  Dickinson.  This  was  a  report  I  made  to  the  legal  department, 
signed  by  me,  under  date  of  November  13,  to  K.  H.  Long.    [Reading:] 


Subject :  H.  H.  I^tng  Co.,  cotitriict  No.  1426. 

In    a  t<^lt-phune  conversntloi)   thlo  niorulnK  R,   H.   Lodk  whs  advised   that 
formal  telegram  of  cancellation  whs  In  tbe  nature  of  a  requeiat  only,  and  that 
It  would  not  be  possible  for  him  to  be  reimbursed  for  proHt  lost  durtnK  the  next 
15  days,  whlcli  la  the  period  during  which  he  may  continue  to  produce  accord- 
ing to  the  termination  clause  of  this  contract. 
Then  it  goes  on  to  say  that — 
Mr,  Long  la  tiavlng  those  bags- 
Meaning  knapsacks — 
Pinislipd  which  have  already  been  joined — 

Those  were  knapsacks  just  nearly  complete,  just  a  little  work  to  be 
done  on  tliem — 

And  the  few  girls  who  are  now  working  nt  this  plant  are  being  changed  over 
to  other  work  aR  soon  as  possible.  Manufacture  undt^r  contract  will  be  com- 
pletely stiipped  Inside  of  two  or  tliree  dajs. 

He  was  advised  that  tlie  contract  department  would  take  up  with  him  the 
matter  of  final  settlement. 

I  simply  bring  that  telephone  incniorandum  in  to  show  that  I  had 
had  conversation  with  Mr.  Long  and  had  advised  him  what  his  rights 
in  connection  with  the  termination  of  this  contract,  and  had  agieed 
with  him  verbally  on  what  was  best  to  do  about  finishing  it  up. 

Mr.  Graham.  After  lie  wrote  this  letter  of  January  6,  in  which 
he  criticized  his  superior  officer,  what  next  happened  in  the  matter 
of  these  negotiations? 

Mr.  Dickinson.  Well,  there  was  an  answer  by  Col.  Besse  to  his 
letter  of  January  6 — Col,  Besse's  letter  of  January  9 — the  letter  of 
Januarj'  6  I  reaci  most  of — no;  I  beg  pardon,  (hat  letter  on  January 
9  was  written  by  me  in  answer  to  his  letter  to  Col.  Besse  on  January 
6.  Do  you  wish  me  to  read  that  letter? 

Mr.  Graham.  Yes,  sir;  such  parts  of  it  as  relates  to  this  matter. 

Mr.  Dickinson,  I  might  say  that  I  have  not  had  opportunity  to  re- 
fresh myself  on  these  matters,  and  it  will  take  me  a  little  time  to  pick 
out  that  which  is  essential. 

Mr.  Graham.  Very  well;  take  your  time  about  it, 

Mr.  Garrett.  It  all  beai's  on  the  subject  matter  before  usf 
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Mr.  Dickinson.  Yes,  it  does.  I  think  I  had  better  read  right  along 
here  [reading  from  letter  of  January  9] : 

Reference  Is  made  to  your  letter  of  .Tanuary  6.  which  was  In  replj-  to  LrleuL 
Col.  Arthur  L.  Beese's  letter  of  Januarj-  4.  a  copy  of  which  has  come  to  my 
attentiua.  and  note  that  you  expect  to  submit  a  sworn  statement  for  yonr 
clatni  within  the  60  iluy. 

Sixty  days  from  November  11,  that  was.    [Reading:] 

with  gpeclnl  reference  to  the  second  sentence  of  par.  2.  It  Is  apparent  that 
yon  are  trying  to  make  Col.  Besse  thinb  that  in  contract  No,  1757  the  facility 
clauBe  was  ouiltied  without  this  fact  being  called  to  your  attention  nnd  there- 
fore was  done  lu  a  dishonorable  manner  because  of  this  fact  I  wish  to  call 
to  your  attention  the  fact  that  at  the  time  you  were  preseing  for  an  addltioaal 
contract  and  when  this  department  was  In  need  of  Increased  deliveries,  It  was 
only  after  repeated  assurance,  ou  your  jiart,  that  you  already  had  existing 
available  facllltlea  and  plant  equipment,  capable  of  producing  the  increased 
production,  that  this  department  considered  the  placing  of  an  additional  con- 
tract Involving  Increased  deliveries  with  you. 

Mr.  Gkahasi,  Just  pause  there  a  moment.  You  say  at  the  time 
"  when  he  was  pressing."  What  was  his  attitude  about  getting  these 
contracts?  Was  he  anxious  to  get  them  or  were  they  being  forced 
npon  him? 

Mr,  Dickinson.  I  think  tliat  that  was  mutual,  that  is,  the  in- 
ci'cased  deliveries  that  were  being  demanded  of  us  had  to  be  made 
somewhere.  At  most  it  was  a  difficult  and  long  proposition  to  edu- 
cate an  organization  up  to  the  quantity  production,  provided  we 
could  get  a  satisfactory  price  from  tlie  contractor,  which  was  very 
much  moi-e  to  the  government's  advantage  as  well  aa  the  contractor's 
advantage,  to  give  him  continuing  contracts,  owing  to  the  nature  of 
the  article  which  they  were  building,  which  had  to  be  built  really  by 
a  trained  organization.  So  that,  of  course,  as  the  deliveries  on  the 
first  contract  were  being  completed  or  getting  to  a  point  to  where  it 
was  necessary  to  know  whether  a  continuing  contract  was  to  be 
given,  it  was  of  mutual  interest  to  know  what  we  were  going  to  do 
after  that  contract  expired. 

Mr.  Graham.  He  wanted  the  contract? 

Mr.  Dickinson.  He  wanted  the  contract,  and  I  wanted  him  to  have 
it  provided  he  was  willing  to  bid  at  a  price  which  was  satisfactory 
and  in  line  with  the  other  contractors. 

Mr.  Graham.  By  the  way,  did  I  interrupt  you  in  that  letter  some 
place? 

Mr.  Dickinson,  I  wanted  to  bring  oiil  two  moi'e  points  here. 

Mr,  Graham.  AH  right. 

Mr,  Dickinson.  It  is  somewhat  a  repetition  of  what  I  have  just 
said,  but  I  said  [reading] : 

The  placing  of  this  business  with  you  In  the  restricted  area  was  only  poa- 
sible.  as  you  well  knew  and  as  I  had  discussed  In  great  detail  with  your  son, 
was  because  of  the  fact  that  you  had  sufncient  facilities  and  would  not  have  to 
go  Into  the  oi)en  market  and  buy  additional  facilities. 

I  might  call  to  your  attention  ogain  the  fact  that  one  of  the  strongest  argu- 
ments you  used  as  a  business  for  convincing  me  that  you  had  ample  facilities 
was  the  foct  that  n  certain  Medical  Department  contract  you  were  complet- 
ing would  release  additional  facilities,  and  Ihnt  several  Quartermaster  and 
Ordnance  contracts  were  drawing  to  a  close  In  the  near  future,  which  would 
release  additional  facilities,  also. 

Mr.  Graham.  Were  these  talks  you  had  with  him  about  those  mat- 
ters with  Long  personally  or  with  his  son? 
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Air.  Dickinson.  Most  of  the  lonp  talks,  that  is,  most  of  the  conver- 
sa.'tions  were  held  with  the  son,  nlthou^h  when  his  father  came  into 
conference  he  was  refreshed  and  was  famUiar  with  all  the  details;  I 
think  that  Mr.  LfOnfj;  senior  knew  all  the  details  concerning  it,  al- 
though we  dealt  sometimes  with  his  son  and  sometimes  with  the 
father. 

Sir.  Graham.  All  right,  proceed. 

Mr.  Dickinson  (reading) : 

In  the  first  sentence  of  your  letter  of  Jnnnar;  2  yon  made 

Mr.  Jefferis.  What  is  the  date  of  this? 

Mr.  Dickinson.  This  is  the  same  letter.  This  is  the  letter  of  Jan- 
uary 9,  answering  his  letter  of  January  6,  and  this  was  the  sixth 
paragraph  of  that  letter  [reading] : 

In  the  first  sentence  of  your  letter  of  January  2  you  luiike  it  appear  tbat  It 
n-as  the  oRtrer  In  ctuirce  at  your  plant  ou  November  12  who  "held  up"  your 
ntanufutturiitK.  .^s  u  uiniter  of  fact  the  writer  railed  you  on  the  teleplione 
on  November  12  nnd  eT^plained  to  your  son  the  entire  situation  regarding  the 
cancellation  of  your  knapsack  contract.  At  t'wt  time  I  lirought  out  the  point 
thnt  your  conlraet  No.  1426  allowed  you  to  continue  manufaeturInK  (or  15 
days,  and  that  if  you  couiplleO  witli  our  request  to  stop  manufacturing,  yon 
'would  nutomntlcally  waive  any  claim  which  you  ralglit  make  for  knapsacks 
which  you  could  have  completed,  bad  you  eserdsed  your  rights  under  your 
contract.  I  further  told  you  thnt  you  would  be  recompensed  for  the  labor  and 
material  and  a  certain  percentage  of  profit  on  all  knnpsacks  which  you  had  In 
process  and  not  completed.  I  personally  gave  you  specific  Instructions  as  to 
what  our  wish  was  in  tlie  matter  of  completing  that  which  wus  In  process  and 
told  you  that  wc  wished  that  you  would  complete  all  knapsacks  which  liad 
been  Joined  and  also  repair  all  rejects  you  had  oo  hand. 

Those  were  the  instructions  I  gave  him  on  November  12  as  to  what 
to  do.     [Reading:] 

Referring  to  the  third  sentence  of  paragraph  3  of  your  letter  of  January 
B  you  speak  of  the  officer  In  charge  representing  this  department  at  your 
factory,  nienninE.  of  course,  Lieut.  Staples,  as  having  on  the  day  following  the 
armistice  refusing  to  allow  you  to  go  any  further  with  the  production,  except 
with  such  limitations  as  he  decided  to  make.  As  a  matter  of  fact,  Lieut. 
Staples  was  instructed  precisely  along  the  lines  indicated  in  paragraph  6  of 
this  letter,  confirming  my  telephone  conversation  with  you  as  to  wiiat  we 
wished  done  In  terminating  the  contract. 

Lieut.  Staples,  I  may  say.  was  my  man  in  charge  of  Long's  fac- 
tory, and  he  was  acting  strictly  in  accordance  with  my  instructions, 
and  he  was  informed  precisely  the  same  as  Long  was  informed  of 
what  we  had  agreed  on  verbally  about  finishing  up  those  knapsacks 
which  had  been  joined  and  fixing  up  the  rejects. 

Mr.  Graham.  AVhat  happened  after  that.  What  was  the  next 
parti 

Mr.  Dickinson.  The  next  long  paragraph  points  out  that  the 
minute  the  Government  material  furnished  to  the  contractor  was 
received  at  the  plant  that  the  contractor  signed  for  it;  that  from  the 
minute  that  he  signed  for  it  the  Government  held  him  responsible 
for  that  material. 

I  might  say  that  my  orgnnization  which  I  had  there  at  the  plant, 
acting  imder  my  supervision,  was  merely  a  service  to  Mr,  Loiig  in 
an  attempt  to  better  the  article  which  we  were  trying  to  build.  They 
were  not  in  anv  way  in  atithority  of  the  Government  material  or  in 
authority  to  dictate  as  to  what  should  be  done  or  what  should  not 
be  done. 
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Mr.  Graham.  Did  you  knov  about  any  trouble,  Major — about  the 
quality  of  the  uiaterial  lie  was  producing  at  that  plantf 
Mr.  Dickinson.  I  beg  your  pardon. 

Mr.  Graham.  Did  you  know  anything  about  the  quality  of  ma- 
terial he  was  producing  at  that  plant  at  any  time? 

Mr.  Dickinson.  The  only  information  I  ever  had  in  that  respect 
was  simply  gossip  that  I  heard  talked  among  officers  connected  with 
other  departments. 

Mr.  Graham,  You  had  no  function  that  you  had  to  perform  in 
which  vou  had  to  pass  on  that? 
Mr.  bicKiNBON.  No,  sir. 

Mr.  Grahau.  You  spoke  there  of  improving  the  quality  of  the 
stuff.  I  was  curious  to  know  just  what  you  had  in  mind  regarding 
that.     You  said  you  had  an  organization. 

Mr.  Dickinson  (interposing).  Oh — owning  to  the  nature  of  every- 
thing connected  with  gas  masks,  the  inspections  were  very  rigid. 
They  necessarily  had  to  be,  and  we  found  by  previous  experience 
that  the  only  satisfactory  way  the  Government  could  get  at  the 
article  which  it  wanted  was  by  supervising  the  manufacture.  We 
had  one  contractor  fall  down  completely,  owing  to  that  failure 
of  the  Government  to  properly  supervise  the  manufacture. 

Mr.  Gbahasi.  You  had  an  organization  in  his  factory  for  that 
purpose  ? 

Mr.  DirKiNSON.  I  had  an  organization  in  his  factory  for  that 
purpose,  acting  merely  as  a  service  for  him,  to  help  him  produce  the 
article  the  way  the  Government  wanted  it  and  to  cut  down  his 
rejections, 

Mr.  Graham.  In  addition  to  this  contention  about  the  increased 
facilities  there  that  you  have  been  talking  about,  was  anything 
further  done  along  that  line  in  pursuing  that  subject? 

Mr.  Dickinson.  Well,  in  all  subsequent  correspondence  here — the 
subsequent  correspondence  is  back  and  forth  between  R.  H.  Long 
and  our  oiBce  in  an  attempt  to  convince  him  that  the  contract,  as  far 
as  our  office  was  concerned,  should  be  settled  only  in  accordance  with 
the  terms  of  the  contract, 

Mr.  Graham,  Did  he  seem  to  be  willing  to  settle  that  matter  in 
accordance  with  the  terms  of  the  contract? 

Mr,  Dickinson.  No,  sir;  and  that  is  precisely  what  caused  the 
delay. 

Mr.  Graham,  How  long  were  you  talking  back  and  forth  and 
having  exchanges  of  views  on  that  matter! 

Mr.  Dickinson.  Well,  practically  up  to  the  present  moment;  that 
is,  I  understand  that  sometime  along  in  May  or  June  of  this  year 
that  supplemental  contracts  were  drawn  up  taking  care  of  that 
portion  of  those  contracts  which  they  could  agree  on. 

Mr,  Graham.  You  mean  that  during  the  present  year  and  after 
the  signing  of  tlie  armistice  they  made  new  contracts  with  Mr.  Long! 
Mr.  Dickinson.  Supplemental  contracts  which  aUowed  the  pay- 
ment of  certain  moneys  on  such  portions  of  the  contract  as  Mr,  Long 
and  the  Government  could  agree  on. 

Mr,  Graham.  Did  they  take  care  of  any  of  these  things  that  you 
could  not  agree  on ! 

Mr.  Dickinson.  No,  sir;  they  did  not,  and  I  understand  that  those 
things  which  were  not  agreed  on  and  which  were  not  taken  care  of 
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in  these  supplemental  contracts  are  to  be  the  basis  of  a  claim  that 
they  are  subsequently  to  make  now. 

Mr.  Graham.  That  he  is  now  insisting  upon! 

Mr.  Dickinson.  Yes,  sir;  I  understand  that  is  the  situation. 

Mr.  Graham.  Do  you  kno^  whether  he  is  now  contending  that 
sums  are  due  him  for  special  facilities  on  those  two  contracts! 

Mr,  Dickinson.  I  am  very  sure  that  is  correct. 

Mr.  Graham.  You  do  not  know  the  amount!  I  think  Col.  Besse 
testified  the  exact  amount. 

Mr.  Dickinson.  I  have  some  memoranda  here  that  states  that  Mr. 
Ijovs^a  latest  claim  is  for  $654,222.65. 

i^.  Garrett.  Is  that  on  these  contracts! 

Mr.  Dickinson.  I  was  just  going  to  bring  up  that  point — ^I  might 
point  that  out:  It  is  on  those  two  contracts,  out  the  supplemental 
contract  which  has  been  drawn  up,  supplemental  to  1426,  took  care 
of  all  the  claims  which  he  could  possibly  make  under  that  contract 
anyway,  that  is,  they  practically  a^ed  on  settling  contract  1426 
so  that  this  claim  of  $654,000  is  a  claim  which  must  be  based  simply 
on  contract  1757.  The  total  amount  of  money  involved  in  contra*^ 
1757  was  $900,000. 

Mr.  Graham.  And  his  claim  is  how  much! 

Mr.  Dickinson.  His  claim  is  $654,000:  in  other  words,  his  total 
claim  is  over  two-thirds  of  what  he  would  iiave  received  if  he  had 
completed  the  whole  contract, 

Mr,  Graham.  How  much  did  he  complete  of  it! 

Mr.  Dickinson.  All  he  had  done  was  cut  about  40,000  preliminary 
pieces  out  of  2,000,000.  As  a  matter  of  fact,  he  had  practically  done 
just  one  day's  work;  he  had  just  barely  started  it;  that  is  all  he  had 
done  on  the  supplemental  contract  and  they  had  agreed  on,  and  that 
work  was  a  matter  of  very  few  dollars;  I  do  not  uiink  it  would  run 
up  to  $1,000  for  work  that  had  been  done  on  that  second  contract. 

Mr.  Graham.  Verify  that,  will  you,  Major! 

Mr.  Dickinson.  I  remember  seeing  the  exact  amount  stated  some- 
where in  this  file.  The  supplemental  contracts  were  settled  long 
after  I  was  out  of  the  service,  and  I  am  only  familiar  in  a  general 
w^  with  what  the  figures  were. 

Mr.  Graham.  You  can  supply  that  in  your  testimony. 

Mr.  Dickinson.  I  see  that  figure  in  here  in  some  letter  of  Col, 
Besse's. 

Mr.  Graham.  Can  you  tell  us  for  the  information  of  the  com- 
mittee, in  a  general  way.  about  what  your  memorandum  is  that  t^ 
figure  was  approximately? 

Mr.  Dickinson.  I  think  it  is  right  here  in  front  of  me. 

Mr,  Graham.  If  you  have  it  you  can  give  it. 

Mr.  Dickinson.  It  says  here  we  have  paid  Long  under  contra* 
1426  a  total  of  $33,381.94:  under  contract  1757,  of  raw  material,  they 
have  paid  him  a  total  of  $110,138.95. 

Mr.  Graham.  What  additional  matters,  in  addition  to  the  special 
facilities,  did  you  have  any  difficulties  with  him  about  in  the  settle- 
ment of  this  contract,  Major,  if  anything! 

Mr.  Dickinson.  One  of  the  first  things  that  we  had  trouble  about 
was  the  disposal — it  was  not  disposal — one  of  the  first  things  we  had 
trouble  about  was  what  constituted  a  proper  amount  of  thread. 

Mr.  Graham.  Explain  that  to  the  committee,  will  you! 
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Mr.  Dickinson.  Mr.  Long  submitt«d  various  figures  at  various 
times,  some  of  which  did  not  agree,  and  in  his  claim  for  the  amount 
of  thread  which  he  had  bought  hi  anticipation  of  this  contract,  he 
claimed  a  certain  poundage  of  thread  necessary  to  complete  the  con- 
tract. We  went  into  the  matter  of  the  amount  of  thread  necessary 
to  make  a  knapsack,  very  thoroughly.  We  took  it  up  with  the  other 
three  manufacturers  who  were  making  precisely  the  same  article, 
of  the  same  specifications  and  in  exact  manner — and  when  I  say  "  in 
exact  manner  "  I  mean  they  were  making  it  under  the  same  speci- 
fications. There  were  slight  differences  in  the  method  of  mano- 
facture. 

We  took  it  up  and  we  found  that  the  amount  of  thread  Mr.  Xiong 
was  claiming  was  necessary  to  make  those  knapsacks  was  jnst 
double  the  amount  necessary  for  the  other  manufacturers.  We  called 
this  matter  to  his  attention  and  said  that  we  thought  he  was  asking 
for  an  excessive  amount  of  thread,  and  we  asked  him — -well,  at  that 
point  I  might  say  that  in  a  conference,  trying  to  get  together  on  some 
of  these  points,  Mr.  Long  assumed  tlie  attitude  that  if  "you  do  not 
allow  us  that  amount  of  poundage  somebody  else  will." 

Mr.  Graham.  What  did  he  say  about  that.  Major,  or  do  about  it( 
Just  develop  that. 

Mr.  Dickinson.  I  do  not  know,  of  course,  exactly  what  Mr.  Long 
did. 

Mr.  Gbaham.  What  did  he  say? 

Mr.  Dickinson.  But  I  can  read  a  copy  of  the  minutes  of  one 
meeting  of  Col.  Besse,  Mr.  Long,  Capt.  Kay  and  myself  had  at  the 
time  we  were  trying  to  negotiate  the  contract. 

Mr.  Gbahah.  All  right,  do  so. 

Mr.  Dickinson,  On  February  7  the  conference  was  arranged  by 
telegram  to  be  held  in  Col.  Besse's  office  on  February-  10.  [After  a 
pause]  I  do  not  seem  to  be  able  to  find  those  minutes  just  now. 

The  Chairman.  We  will  shortly  take  a  recess  until  2  o'clock,  and 
in  the  meantime  you  can  find  those  minutes  for  us, 

Mr.  Gahbett.  Mr.  Chairman,  before  you  recess,  I  would  like  to 
say  that  Mr.  Long  is  here,  a.s  you  know,  and  is  quite  anxious  to 
make  a  statement  before  the  committee,  so  he  has  informed  me, 
touching  the  matters  that  have  been  given  in  evidence.  I  am  won- 
dering if  we  can  arrange  so  that  we  can  do  that  this  afternoon. 

Mr.  Graham.  We  can  start  this  afternoon,  if  he  qualifies.  But 
if  Mr,  Long  is  here  expecting  to  give  a  statement  only  as  to  such 
matters  as  he  may  care  to  make  a  statement  about,  I,  for  one  member 
of  the  committee,  would  say  he  ought  to  disabuse  his  mind  of  that, 
because  if  he  goes  on  the  stand  I  propose  to  go  through  the  whole 
matter  of  his  contracts,  which  will  take  some  time.  But  tay  idea 
was  that  immediately  after  the  conclusion  of  the  Major's  testimony 
to  give  him  an  opportunity  to  proceed,  if  he  wanted  to.  But  he 
must  understand  that  it  will  take  some  time.  There  are  something 
like  200  contracts  of  his  and  inasmuch  as  we  are  going  into  the 
subject  we  might  as  well  go  into  it  thoroughly. 

Mr.  Garhett.  Mr.  Chairman,  I  do  not  know  to  what  extent,  of 
course.  Mr.  Long  desires  te  go  into  it.  I  am  not  in  his  confidence, 
as  to  that  matter,  excepting  that  he  would  like  to  make  a  statement 
to  the  committee. 
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&Ir.  JsFFERiB.  He  will  be  wUline  to  subject  himself  to  examina- 
ion!  ' 

Mr.  Gabrett.  I  should  suppose  so.  I  think  I  would  like  to  say 
tills,  as  a  member  of  the  committee :  Mr,  Long,  as  is  well  known  to 
ttkis  committee,  is  now  engaged  in  a  iHilitical  campaign.  The  elec- 
tion is  shortly  to  be  had.  Those  of  us  who  have  had  experience  in 
oainpaiEning  realize  the  importance  of  being  on  the  ground.  This 
matter  nas  been  brought  to  the  attention  of  this  committee  right 
on  the  eve  of  that  election;  certain  testimony  has  beeii  given  here 
calculated  to  reflect  upon  Mr.  Long,  and  that  has  been  widely  pub- 
lished throughout  the  State  of  Massachusetts, 

As  far  as  I  am  concerned,  I  tliink  Mr.  Long  should  have  an  op- 
portunity to  make  a  statement  before  this  committee  concerning 
those  specific  matters  that  charges  have  been  made  about,  and  that 
the  committee  should  be  accommodating  enough  to  him  to  let  those 
things  be  heard,  and  to  arrange  the  m^ter  as  nearly  as  possible  to 
meet  his  convenience  in  view  of  the  pressure  under  which  he  is  now 
working. 

Mr.  Jeffebis.  What  are  these  newspaper  charges  that  he  wants 
to  refute,  or  does  he  want  to  refute  testimony  taken  before  this 
committee  f 

Mr.  Gabrett.  I  have  not  conferred  with  Mr.  Long  in  any  way 
whatever  as  to  he  character  of  his  testimoDy.  I  met  the  gentleman 
here  in  the  committee  room  this  morning  for  the  first  time.  I  had 
no  conversation  whatever  with  him  beyond  the  fact  that  he  said  to 
me  that  he  desired  to  testify  beore  the  committee,  and  I  know  noth- 
ing, of  course,  as  to  the  character  of  the  testimony  that  Mr.  Long 
Proposes  to  ^ve.  I  do  know  t^e  testimony  that  has  been  given  be- 
ore this  committeee  has  touched  upon  certain  specific  conti'acts  that 
Mr.  Bennett  gave  us  what  facts  he  had  gathered  and  the  benefit  of 
sucli  inferences  as  he  cared  to  put  before  the  conmiittee. 

Mr.  Jefferis.  What  I  was  trying  to  ascertain  is  that  if  the  news- 
papers of  Mas.^achusetts  are  carrying  on  a  campaign  there  it  is  to 
r!t  up  an  altercation  between  some  newspaper  reports  and  Mr.  Long, 
think  that  is  foreign  to  anything  that  this  committee  has  to  do.  If 
it  is  something  tliat  he  wants  to  testify  in  regard  to  these  con- 
tracts, in  view  of  some  of  the  testimony  that  was  taken  before  the 
committee,  that  is  a  different  proposition. 

Mr.  Gabbett.  I  assume,  of  course,  that  is  to  be  the  line  that  Mr. 
Long  will  desire  to  testify  about. 

Mr.  Graham.  Well,  as  the  chairman  of  this  committee,  I  want  to 
say  to  you  that  I  have  privately  told  the  members  of  this  committee 
of  some  communications  I  have  received  from  tliis  man  which  are 
insulting  and  contemptuous  of  this  committee  and  its  chairman. 
Later,  when  he  goes  on  the  stand,  he  will  be  given  an  opportunity 
to  say  whether  he  sent  these  telegrams  or  whether  he  did  not.  If  he 
presents  himself  here,  he  presents  himself  no  differently  from  any 
other  witness;  and  when  he  does  lie  comes  within  the  rules  of  this 
committee,  and  those  rules  are  well  known  to  all  of  us;  that  is,  that 
the  person  should  be  sworn  who  goes  upon  the  stand  and  answers  in- 
terrogatories. We  have  had  the  Secretary  of  War,  we  have  had  the 
Attorney  General,  we  have  had  other  men  high  in  public  life  before 
the  committee,  and  we  did  not  depart  from  the  rule,  and  we  will 
not  depart  from  it  now  unless  the  committee  overrules  me.    He  has 
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no  right  to  come  here  from  Massachusetts  and  make  a  statemort 
before  this  committee  which  he  wants  to  get  into  the  press  and  then 
go  back  to  the  campaign.  If  he  comes  nere  voluatarilj.  he  must 
submit  himself  to  such  examination  as  we  care  to  put  to  him,  if  he 
goes  on  the  stand. 

I  think  that  is  all  I  care  to  say  now,  and  I  did  not  intend  to  smr 
anything  until  the  matter  came  up.  But  he  will  be  giTen  an  oppor- 
tunitj  as  soon  as  the  Major  gets  through  with  his  testimony. 

(llie  committee  will  now  stand  at  recess  until  2  o'clock  this 
afternoon.) 

JJTEB  RECESS. 

Mr.  Graham.  During  the  intermission,  Major,  have  you  found 
those  minutes* 

Mr,  Dickinson.  Yes,  sir;  I  have. 

Mr.  Grahah.  Proceed,  Major,  and  detail  the  memoranda  of  this 
meetiuff  as  you  have  them. 

Mr.  Dickinson.  May  I  interpose  before  that  a  letter  which  was 
received  on  February  7  from  Mr.  Long  to  Col.  Besse,  saying: 

OnflnntiiK  my  telephone  conversation  wltb  you  .vestenJay,'  the  writer  will 
call  on  yon  at  your  New  York  office  on  !tIonday  about  10  o'clock  concerning 
contracts  for  the  gag  mask  knapsacks. 

The  second  paragraph  is  what  I  wished  to  emphasize.     [Reading:] 

The  writer  took  the  matter  up  with  the  Assistant  Secretary  of  War,  Mr. 
Crowell,  Wednesday,  explaining  Importance  of  having  our  factories  and  capital 
for  commercial  business.  Mr.  Crowell  requested  me  to  tahe  up  the  matters  of 
ail  our  contracts  with  the  Tarions  divisiona  and  report  to  him  concerning  them 
and  concerning  any  delay  on  the  part  of  the  various  branches  of  the  War 
Department 

There  is  some  more  in  this  letter  which  does  not  have  particular 
bearing  on  that:  but  he  acknowledges  the  telephone  conversation  and 
arranges  to  meet  us  and  speaks  of  his  conference  with  Mr.  Crowell 
in  regard  to  the  delay  in  the  settlement  of  the  contracts.  Here  are 
the  minutes  of  the  conference  of  February  10.     [Reading:] 

.  Long, 

I  will  only  read  such  portions  as  are  applicable. 

Mr.  Long  stated  that  this  liivlslon's  method  of  handling  business  was  rather 
different  from  other  departments,  was  sharper,  and  gave  less  i-on  side  ration  to 
the  contractor.  The  leaving  out  of  the  facilities  In  the  second  contract  vm 
brought  up  as  unfair  Incident. 

This  conference  was  held  with  an  idea  of  trying  to  get  together 
on  those  points  on  which  we  could  agree,  and  the  balance  of  the 
memorandum  of  the  meeting  was  a  statement  by  Col.  Besse  of  just 
what  we  would  allow  on  each  specific  claim  which  Long  "as  making. 
■  There  is  a  whole  lot  of  detail  connected  with  that ;  I  do  not  know 
how  fully  you  want  to  go  into  it.     [Reading:] 

Mr.  Long  stated  that  In  spite  of  the  fact  that  the  facilities  clause  was  not 
in  the  contract  he  Intended  to  collect  for  the  facilities.  Mr.  I^mg  also  said 
that  they  Intendeil  to  collect  for  the  entire  amount  of  thread  shown,  hut  refused 
to  submit  proof  that  this  amount  was  necessarj-  for  the  production  of  2,OOO,«00 
knapsacks. 
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That  is,  as  shown  by  his  informal  statement  which  he  had  sub- 
mitted. 

Col.  Be.qse  and  Capt.  Kay  attempted  to  show  Mr.  Ixidr  that  this  division  was 
wllllniE  to  put  his  fleiire  In  If  he  would  substantiate  It,  but  he  could  not  other- 
wise, because  other  knapsack  manufacturers  Rave  a  much  lower  fltnire. 

Col.  Besse  said  to  Mr.  Long: 

You  have  called  my  attention  to  the  fact  that  Secretary  Crowell  has  sug- 
gested— and  In  tact  has  told  you — that  you  were  to  settle  with  the  different 
bureaus  of  such  parts  as  they  would  settle. 

Mr.  1.0NO.  He  told  me  to  request  the  different  bureaus  to  settle,  and  he  said 
he  would  Ithe  to  bave  you  rep«rt  to  him  any  incidents  where  settlements  were 
not  made  promptly. 

Col.  Besse.  This  does  not  Jibe  with  your  statement  that  you  are  unwilling  to 
show  us  ttow  we  are  wroii);.  which  Indicates  an  unwillingness  to  settle  with  us 
at  ail.  You  have  just  said  that  it  was  easier  to  prove  to  someone  else  than 
me — you  do  not  want  to  malce  any  effort  to  prove  to  me.  I  am  not  opposing 
any  settlement  or  delaying  any  settlement,  t  am  anxious  and  willing  to  go 
out  of  my  way  to  make  a  settlement.  What  your  idea  Is  I  do  not  know.  You 
say  that  you  have  a  means  of  covering  facilities,  and  If  you  can  show  me  liow 
I  can  do  It  in  a  legal  way  I  want  to  do  it. 

Mr.  I»No.  I  do  not  want  to  wait  forever  on  this  proposition.  We  have 
waited  three  months  and  you  are  still  occupying  our  faclorj-.  We  waited  for 
you  to  get  the  material  out  and  did  not  think  It  advisable  to  send  In  the  claim 
until  then.    We  could  have  done  it  In  15  minutes. 

In  that  connection  I  want  to  say  that  we  were  advised  by  legal 
counsel  that  it  was  not  within  our  rights  to  remove  from  the  factory 
property  in  which  the  contractor  held  an  etiwity  until  a  sworn  state- 
ment covering  that  property  had  been  received  and  agreed  upon  by 
the  contracting  officer;  in  other  words,  we  were  jeopardizing  the  Gov- 
ernment's rights  if  we  removed  that  property  in  which  tlie  con- 
tractor had  an  equity,  and  later  on  he  cotild  turn  around  and  make 
any  sort  of  claim  he  wished  on  that  property,  because  it  would  not 
be  in  evidence  we  was  specifically  told  not  to  touch  that  property 
until  agreements  had  been  made  as  to  the  proportion  of  equity  be- 
tween the  contractor  and  the  Government;  and  tnat  is  the  only  reason 
why  the  property  was  not  removed,  and  Mr.  Long  was  aware  of  that 
fact. 

I  might  state  further  that  this  meeting  was  a  stormy  one,  and  it 
was  at  this  meeting,  that,  as  I  recall  it,  the  letter  from  the  War 
Department  was  exhibited. 

Mr.  Graham.  Tell  us  about  thaL 

Mr,  Dickinson.  It  was  very  apparent  that  Mr.  Long's  estimation 
of  our  ability  to  handle  the  situation  was  very  small.  He  made 
remarks  about  our  age,  our  previous  experience  and  ability,  and 
intimated  that  it  did  not  make  much  difference  what  we  said  because 
ha  would  take  the  matter  up  with  higher  authority  and  get  satisfac- 
tion. That,  in  general,  is  the  spirit  which  he  assumed  at  that 
meeting. 

Mr.  Graham.  Tell  us  about  the  exhibition  of  this  letter  you  have 
spoken  of. 

Mr.  Dickinson.  The  exhibition  of  the  letter  was — the  letter  was 
not  handed  o^er  to  us  to  i^ad :  He  simply  said, "  I  have  a  letter  from 
the  War  Department,  from  Mr.  Crowell,"  and  went  on  purporting, 
in  my  judgment  intimating,  that  if  we  did  not  settle  his  way  he 
simply  would  take  the  matter  over  our  heads  and  make  some  other 
arrangement. 
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Mr.  Ghahah.  Did  he  tell  you  anything  about  what  was  supposed 
to  be  in  this  letter? 

Mr.  Dickinson.  That  is  covered  in  his  letter  of  February  7th; 
that  is  the  only  written  statement  of  what  he  said  was  in  that  letter. 

Mr.  Graham.  What  was  it  he  said  was  in  that  letter* 

Mr.  Dickinson.  He  said  that  he  had  taken  the  matter  up  with  Mr. 
Crowell,  and  Mr.  Crowell  requested  him  to  take  bis  contracts  up 
with  the  various  divisions  and  report  to  him  anv  delay  on  their  part. 

Mr.  Graham.  Did  he  let  you  read  this  letter? 

Mr.  Dickinson.  He  did  not. 

Mr.  Graham.  Did  you'  see  it  to  observe  whether  the  letterhead  of 
the  War  Department  was  on  it? 

Mr.  Dickinson.  As  I  recall  it,  it  was  on  a  regular  War  Department 
letterhead, 

Mr.  Graham.  But  he  did  not  show  it  to  you ! 

Hr.  Dickinson.  No,  sir ;  not  to  allow  me  to  read  it. 

Mr.  Graham.  After  that,  did  you  have  any  further  interviews  with 
him? — this  was  R.  H.  Long,  senior? 

Mr.  Dickinson.  This  was  B.  H.  Long,  senior.  Well,  after  this 
conference.  Col.  Besse  wrote  two  letters,  one  covering  contract  1^6 
and  one  covering  contract  No.  1757,  in  which  he  specifically  stated 
precisely  what  basis,  according  to  Long's  informal  claim,  we  would 
settle  on.  In  other  words,  he  specificalfy  stated  the  only  basis  wliich 
we  were  authorized  to  settle  those  contracts  on. 

Mr.  Graham.  Did  he  reply  to  that? 

Mr,  Dickinson.  Yes,  sir.  Letters  went  back  and  forth  with  only 
a  day  of  two's  intervals  between  the  letters,  trying  to  reach  some 
basis  of  settlement. 

Mr,  Graham,  Were  you  never  able  to  agree? 

Mr.  Dickinson,  No,  sir;  we  were  not. 

Mr.  Graham.  Did  you  have  any  further  personal  interviews  with 
E.  H.  Long? 

Mr.  Dickinson.  Personally,  I  did  not. 

Mr.  Graham.  Do  you  know  whether  the  colonel  did? 

Mr,  Dickinson.  Yes;  I  think  the  colonel  had  several  further 
interviews, 

Mr.  Graham.  Did  you  have  personal  knowledge  of  them  or  just 
hear  of  them? 

Mr.  Dickinson.  I  think  it  is  a  matter  of  record  in  these  letters 
here, 

Mr.  Graham.  Do  you  know  anything  else  now  that  he  was  claim- 
ing, aside  from  the  matter  of  thread  and  the  matter  of  special  facili- 
ties that  was  in  dispute  between  you? 

Mr.  Dickinson.  Yes;  he  made  a  claim  for  loss  of  waste  duck. 

Mr,  Graham.  Well,  what  was  there  to  that? 

Mr.  Dickinson.  The  basis  of  his  claim  is  this:  Duck  was  a  scarce 
article.  We  had  to  take  what  duck  we  could  get  from  the  quarter- 
master. It  so  happened  that  some  of  the  duck  we  got  from  the 
quartermaster  did  not  cut  to  as  good  advantage  in  width ;  it  came  the 
wrong  width,  so  that  there  was  a  little  piece  left  on  the  edge.  How- 
ever, the  allowances  of  duck  made  to  Mr.  Long  under  his  contracts 
were  not  on  a  specified  width. 


itvGoogIc 


ORDNANCE.  2218 

_  Xhey  were  on  a  square  vard  basis,  so  that  it  would  not  nuike  any 
difference  what  width  duck  he  was  furnished  with,  provided  he  was 
furnished  with  sufficient  square  yardage.    According  also  to  a  clause 
in  the  contract,  the  wastage  from  this  duck  was  to  belong  to  the  con- 
tractor.   It  seems  that  on  the  first  duck  that  was  supplied  to  the  con- 
tractor there  was  an  extra  width,  that  is,  it  was  wider  than  it  should 
have   been  to  cut  economically.     That  was  simply  a  circumstance; 
it  tvas  nobody's  fault,  so  to  speak,  and  he  was  able,  according  to  his 
claim,  to  dispose  of  it  at  a  profit  this  edge.     That  we  admitted  he 
had  a  perfect  right  to  do,  because  the  contract  provided  that  the  extra 
Twidth  belonged  to  him.     Subsequently  we  were  able  to  obtain  duck 
which  cut  with  a  very  much  less  wastage,  but  sufficient  and  proper 
vridth  so  that  he  could  cut  out  the  knapsacks;  that  is,  we  furnished 
him  ^vith  sufficient;  and  because  of  the  fact  that  he  was  not  furnished 
with  duck  on  which  he  could  get  a  salvage,  he  claims  $2i,98-i.     I  will 
leave  it  to  anybody's  knowledge  of  the  situation  as  to  the  validity  of 
that  claim. 

Mr,  Graham.  He  insisted  on  it,  did  he? 

Mr.  Dickinson.  Yes.     These  are  the  claims  which  Mr.  Long  in- 
tends to  maJie  over  and  above  the  settlements  which  have  been  made 
in  accordance  with  the  terms  of  the  contract. 
Mr.  Graham.  Was  there  anything  further? 

Mr.  DiCKi:ssoN.  He  makes  a  claim  of  $12,623.8d  because  he  had 
to  transport  extru  employees, 

Mr,  Gbaham.  From  what  point  to  what  point? 
Mr.  Dickinson.  He  ha.<!  got  a  long  schedule  here  which  shows  how 
be  arrived  at  the  $12,628 — gives  a  number  of  points  in  and  around 
Framingham,  and  statement  of  the  cost  of  tickets  which  he  paid 
out  rn  order  to  get  extra  employees. 
Mr-  Graham.  Was  there  anything  in  the  contract  about  that? 
Mr.  Dickinson.  Absolutely  nothmg.     I  might  mention  here  a 
point  I  do  not  want  forgotten,  and  it  is  that  these  claims  are  made 
on  the  basis  that  the  specifications  were  changed, 
Mr,  Graham.  On  the  basis  that  they  were  changed? 
Mr,  Dickinson.  On  the  basis  that  tney  were  changed. 
Mr.  Graham.  That  who  changed  them,  does  he  claim? 
Mr.  Dickinson.  That  our  department  changed  them.    That  is 
true;  the  specifications  were  changed. 

Mr.  Graham.  Were  they  changed  in  any  of  the  respects  that  affect 
this? 

Mr.  Dickinson.  No,  sir.  He  claims,  for  instance,  in  the  next  item, 
an  additional  labor  cost  of  $101,868  on  account  of  this  change  of 
specification. 

Mr.  Graham.  What  was  there  in  the  specifications  that  he  based 
that  on  ? 

Mr.  Dickinson.  He  substantiates  that  by  a  series  of  copies  from 
his  cost  sheets  in  which  he  purports  to  show  the  decreasing  cost  of 
ttie  knapsack  to  him  down  to  the  time  that  the  specifications  were 
changed,  and  then  when  the  specifications  were  changed  a  big  in- 
crease. 
Mr.  Graham.  How  were  they  change<i  that  affected  that? 
Mr.  Dickinson.  It  will  need  a  little  detailed  explanation  to  cover 
this  whole  question  of  change  in  specification. 
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Mr.  Graham.  Well,  do  that. 

Mr.  Dickinson,  Owing  to  the  fact  that  the  Government  needed 
these  knapsacks  very  urgently,  we  were  endeavoring  not  to  waste 
any  material  by  rejections.  We  had  three  other  manufacturers  who 
were  making  these  knapsacks  in  the  same  identical  way,  and  the 
rejections  on  account  of  such  rigid  inspection  were  very  serious  from 
the  standpoint  of  tyin£^  up  material,  which  we  wanted  to  so  into 
completed  product.  This  was  caused  by  the  design  of  what  we 
call  the  ■'  gusset,"  which  was  the  side  piece  of  the  Knapsack.  The 
knapsack  was  cut  out  longer  than  this  piece  of  paper  and  brought 
up  like  this  [illustrating].  The  piece  which  formed  the  end  was 
called  the  gusset. 

Now,  in  order  that  when  a  man  was  using  this  gas  mask  in  the 
field  it  was  necessary  for  the  flap  on  the  top  of  the  bag  to  he  closed; 
otherwise,  moisture  would  get  in  and  spoil  its  chemical  content  od 
which  lie  was  depending  for  safety ;  and  right  in  here  [indicating] 
was  the  difficult  place  to  make  it  rain-tight  when  this  flap  was  over, 
and  in  trying  to  do  that  the  old  specifications  brought  up  this  gusset 
and  then  bent  it  in  and  then  riveted  it  over  in  here  [indicating].  It 
was  that  riveting  portion  on  this  old  style  of  gusset  which  depended 
entirely  on  the  laborer's  skill.  There  was  no  chance  to  do  it  me- 
chanically. This  duck  was  stiff;  it  was  paraffined  and  hard  to  work, 
and  it  was  a  very  difficult  thing  to  fold  that  gusset  in,  and  they 
were  only  given  one-eighth  inch  tolerance.  It  had  to  be  exact;  and 
the  resulting  rejection  from  that  type  of  gusset  was  very,  very  high. 

To  help  ourselves  and  to  help  the  manufacturer  we  conferred  with 
them  ail  and  asked  them  to  suggest  ideas,  and  we  suggested  ideas 
as  to  how  to  change  that  gusset  and  liave  it  perform  the  same  func- 
tion ;  and  we  were  able,  after  a  little  study  of  the  way  to  build  that 
knapsack,  to  build  a  gusset  which  was  absolutely  straight-away 
work ;  it  required  no  skill  whatever  to  build.  The  only  thing  that 
it  required  extra  was  that  it  be  riveted  in  two  more  places  instead 
of  so  [illustratingj . 

In  connection  with  this  riveting,  I  might  say  that  in  the  position 
that  the  new  rivets  were  in  the  new  gusset,  because  of  the  position 
of  these  rivets,  it  was  a  purely  automatic  riveting  proposition. 
Tliere  was  a  gauge  in  the  machine,  and  the  operator  simply  put  his 
work  in  there  and  the  machine  did  the  rest.  There  was  no  folding 
or  skill  on  the  part  of  the  operator  required  in  performing  that. 
It  did  require  two  extra  rivets,  however.  The  manufacture  of  the 
gusset  was  absolutely  straight-away  work,  whereas  before  they  had 
to  fold  it  around  the  corner  and  sew  around  the  corner,  which  was 
a  very  difficult  thing. 

This  matter  was  taken  up  simultaneouslv  with  all  of  the  knapsack 
manufacturers.  They  all  agreed,  including  Long,  that  the  new 
scheme  was  very  much  simpler  and  would  reduce  the  cost  of  the 
knapsack,  even  taking  into  consideration  the  fact  that  they  had  to 
furnish  a  couple  extra  rivets.  As  a  matter  of  fact,  notliting  was 
said  by  Mr.  I^ong,  either  senior  or  junior,  at  the  time  that  would 
indicate  that  they  were  not  perfectly  willing  to  adopt  this  slight 
change  in  specification  for  their  benefit  as  well  as  that  of  the  Gov- 
ernment, nor  was  anything  said  about  that  until  January  2,  which 
was  practically  two  months  after  they  had  ceased  to  manufacture. 
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On  the  other  knapsack  contract,  there  was  no  claim  made  except 
in  accordance  with  our  verbal  agreement.  They  admitted  it  was 
cheaper  to  make  the  knapsack  that  way.  And  none  of  the  other 
three  made  any  claim  at  ful  on  account  of  change  in  specification. 

Mr.  Graham.  Now,  they  want  only  $104,000? 

Mr.  Dickinson.  That  is  only  a  part  of  it;  they  want  $104,000  for 
just  the  labor  cost. 

Mr.  Ghaham.  What  else  was  there? 

Mr.  Dickinson.  Tbey  are  putting  in  a  claim  of  profit  on  the  un- 
finished portion. 

Mr.  Graham.  How  much? 

Mr.  Dickinson.  $33,615.  Then  thev  are  leaving  the  matter  of 
additional  facilities,  which  was  specincally  exempted  in  the  con- 
tract, that  is,  I  mean  there  was  no  chance  for  them  to  collect  under 
the  terms  of  the  contract — they  simply  say,  well — thev  do  not  state 
definitely  wliat  their  claims  for  facilities  are  goinfr  to  !«. 

Mr.  Graham.  Have  you  covered  the  ground  of  the  disputed  items 
between  him  and  the  Government,  Major? 

Mr.  Dickinson,  No,  sir;  I  have  not. 

Mr,  Graham.  What  else  is  there? 

Mr.  Dickinson.  I  said  that  the  additional  facilities  were  reserved 
for  the  future,  that  is,  that  he  did  not  state  definitely  what  he  wantwi. 
I  take  that  statement  back,  because  on  this  next  page  I  find  a  state- 
ment which  shows  exactly  what  claim  he  is  making  for  facilities.  He 
is  making  a  claim  for  facilities  of  $118,241. 

Mr.  Graham.  Do  you  know  what  they  are! 

Mr.  Dickinson,  "i  es;  I  have  a  long  list  here  of  several  pages. 

Mr.  Graham.  Did  he  buy  those  special  facilities! 

Mr.  Dickinson.  He  did  not,  that  is,  not  for  my  special  contract. 
The  reason  I  know  he  did  not  buy  those  specially  for  my  contract  was 
that  before  I  gave  him  the  contract  I  personally  saw  llie  facilities  on 
the  ground,  and  he  had  bought  them,  ne  said,  in  anticipation  of  get- 
ting war  contracts,  udditional  war  work.  He  had  simply  taken,  as  I 
would  put  it,  n  gamble  on  his  being  able  to  get  contracts  to  put  that 
equipment  to  work,  and  also  built  a  big  modem  concrete  factory. 
That  was  a  part,  I  think,  of  his  facilities  to  cover  a  certain  proportion 
of  the  cost  of  that  factory. 

Mr.  Gr.\ham.  You  say  this  $108,000  does  cover  a  portion  of  the  cost 
of  that  factory? 

Mr.  Dickinson.  Yes;  and  which  was  all  he  erected  and  being  used 
by  him  for  otiier  purposes  prior  to  the  time  I  gave  him  the  first  con- 
tract anyway^  ana  it  was  because  of  his  facilities  wliich  he  did  have 
and  because  of  the  fact  that  I  could  not  find  any  other  contractor  who 
had  like  facihties  idle,  or  sufficient  facilities  idle,  that  I  placed  the 
business  there  in  the  first  place. 

Mr.  Gr.aham.  So  that  tnere  was  not,  as  a  matter  of  fact,  any  of 
those  special  facilities  that  were  purchased  for  this  particular  con- 
tract? 

Mr.  Dickinson.  Not  to  my  knowledge.  There  is  just  one  other 
point  there :  He  has  in  a  claim  for  anticipated  profit,  but  his  claim  is 
so  mixed  up  and  so  indefinite  that  the  best  I  can  tell  vou  is  that  it 
varies  from  $33,500  to  $52,700;  that  is,  from  different  letters  he  has 
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sent  in  it  varies,  and  it  does  not  jibe  in  any  two  instances,  so  far  as  I 

Mr.  Graham.  Is  that  in  your  correspondence  with  him,  that  differ- 
ence of  fibres  t 

Mr.  Dickinson.  I  did  not  get  the  first  part  of  your  question. 

Mr.  Graham.  Does  that  appear  in  the  correspondence  with  him, 
that  is,  the  difference? 

Mr.  Dickinson.  I  might  state  that  this  getting  down  to  actual  fig- 
ures on  the  intended  claims  beyond  what  we  agreed  we  would  settle 
for  is  something  which  has  come  up  since  I  was  in  tlie  service.  At 
the  time  I  left  the  service  was  just  after  this  hot  conference  I  spoke 
of,  just  a  few  months  ago;  and  at  that  time  we  had  simply  ^ne  back 
at  Mr.  Long  by  stating  definitely  our  limit  in  settling  with  him  under 
the  t«mis  of  his  contract. 

Mr.  Graham,  Major,  you  resigned  in  the  ordinary  way,  did  you? 

Mr,  Dickinson.  I  was  discharged;  I  did  not  resign. 

Mr.  Graham.  Do  you  know  whether  this  altercation  with  Ijong 
had  anything  to  do  with  your  discharge? 

Mr,  Dickinson.  I  have  no  reason  to  think  it  had  anything  what- 
ever to  do  with  it;  it  was  the  only  contract,  of  all  those  I  had  nego- 
tiated, that  was  pending.  I  had  effected  settlements  on  all  the  other 
contracts  that  were  allocated  to  me  to  handle.  I  think  I  am  cor- 
rect in  that  statement  that  this  was  the  only  one  with  which  we  were 
having  any  difficulty  that  I  had  anything  to  do  with.  Col.  Besse, 
after  Mr.  Long  had  tried  to  ignore  me  in  the  matter,  was  more  or  less 
in  on  all  transactions  that  happened  after  that,  so  that  he  was  per- 
fectly familiar  with  the  situation  and  they  did  not  feel  justified  in 
holdmg  me  there  longer  simply  because  they  could  not  agree  with  Mr. 
Long  on  these  two  contracts. 

There  is  just  one  other  thing  in  connection  with  that  thread  propo- 
sition that  I  want  to  bring  out,  and  that  is,  he  finally  saw  the  folly, 
or  he  tried  to  justify  his  claim  for  the  amount  of  thread  so  that  we 
would  allow  him  the  amount  he  was  claiming,  and  we  asked  him 
to  submit  his  figures,  which  he  did — they  cover  a  page— showing 
each  individual  sewing  operation,  the  sewing  inches  involved,  ana 
the  basis  on  which  he  figured.  Whoever  made  up  that  set  of  figures 
apparently  was  not  familiar  with  the  detailed  sewing  operations  or 
else  were  very  careless,  because  they  included  in  there  some  262  sew- 
ing inches  which  were  not  performed;  and  by  subtracting  the  ac- 
tual number  of  sewing  inches  not  performed  from  his  figures,  or  the 
figures  which  he  submitted,  we  were  allowing  him  considerably  in  ex- 
cess of  his  own  claim. 

There  is  another  point  on  that  thread  matter:  Our  thread  allow- 
ance was  based  on  the  new  type  of  gusset.  Considerably  over  half 
of  knapsacks  which  he  produced  on  contract  No.  1426  for  the  old 
type  oi  gusset  required  very  much  less  thread.  Consequently  if 
we  do  figure  right  down  fine,  to  the  very  last  cent,  it  is  my  opinion 
that  in  allowing  Mr.  Long  the  allowance  which  we  subsequently  did, 
we  gave  him  more  than  we  would  have  been  justified  in  doing,  ac- 
cording to  his  own  figures. 

Mr.  Graham.  How  much,  Major,  have  you  figured  he  was  allowed 
more  than  he  was  really  entitled  to,  in  money? 
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Mr.  Dickinson,  There  is  this  much  about  it,  in  the  maDufacturing 
of  that  sort  there  is  an  indeterminate  figure  which  is  known  as 
"wastage."  In  other  words,  if  you  have  a  lot  of  green  help  that 
do  not  Know  how  to  work  they  will  waste  more  thread  than  experi- 
enced stitchers  will  who  know  how  to  operate  their  machines.  Con- 
sequently, the  only  basis  that  we  had  to  figure  on  was  the  claims  made 
b^  the  other  manufacturers.  They  were  all  building  the  same  ar- 
ticle, and  we  took  the  maximum  figure  that  was  chared  by  the  Sim- 
mons Hardware  Co.  as  our  basis,  that  is,  the  maximum  of  the 
other  three  contractors,  and  then  checked  that.  We,  for  instance, 
ashed  them :  "  If  you  were  going  to  take  another  contract,  what  do 
you  think  is  a  sufficient  percentage  of  wastage  to  allow !  "  We  asked 
that  of  all  of  the  contractors,  and  with  the  exception  of  Mr.  Long 
they  practically  agreed ;  their  figures  came  out  very  close,  which  was 
4  to  1,  that  is,  for  1  inch  longitudinal  it  took  4  inches  of  dress,  and 
they  figured  and  agreed,  and  their  claims  were  well  within  that 
figure,  that  is,  the  other  three  manufacturers. 

Now,  taking  the  maximum  of  the  other  three  manufacturers — 
the  Simmons  Hardware  Co.  happened  to  be  the  one  whose 
figure  we  took — ^they  said  it  took  15,000  pounds  for  a  million  knap- 
sacks— that  is  the  way  it  figured  out.  Long's  claim  was  for  30,000 
pounds  per  million,  or,  in  other  words,  60,W)0  pounds  for  two  mil- 
lion knapsacks  was  the  claim  he  made,  which  was  just  double  the 
maximum  of  the  other  contracts;  and  we  proved  by  those  figures  that  . 
we  were  allowing  him  more  than  he  claimed  by  his  own  figures 
was  necessary. 
Mr.  Okaham.  How  much  did  you  allow  him? 
Mr.  Dickinson.  I  will  find  those  fibres  here  in  just  a  minuta. 
[Examining  papers,]  We  allowed  him,  according  to  the  figures 
he  submitted,  of  the  thread  that  was  necessary,  figured  out  on  the 
ba.sis  of  2,000,000  knapsacks,  that  it  only  required  24,200  pounds  of 
thread,  and  we  stood  ready  to  allow  him  30,000  pounds,  which  is 
5,800  pounds  more  than  what  he  claimed  was  necessary.  We  tried 
to  get  him  to  substantiate  his  claim  for  60,000  in  detail. 

Mr,  Graham,  And  then  you  allowed  him  5,800  pounds  more  than 
that! 

Mr.  Dickinson,  Yee.  I  stated  justaminuteagothat whoever  drew 
up  his  statement  of  the  amount  or  thread  that  was  necessary  went  on 
and  made  claims  for  thread  which  they  should  not  have  made:  for  in- 
stance, basting  the  sides.  There  was  no  thread  used  there;  that  was 
simply  a  mode  of  manufacture  that  he  adopted.  If  he  chose  to  buy 
thread  to  do  that  of  his  own  free  will,  that  was  his  business;  it  was 
not  any  of  the  Govemmeot's  affair,  because  those  sides  were  basted 
with  a  little  bit  of  a  light  thread ;  they  were  simply  meant  to  tack 
the  thing  down  temporarily,  and  then  this  side  [illustrating]  was 
tacked  down  temporarily,  pending  the  sewing  it  according  to  speci- 
fications. It  was  simply  a  mode  of  manufacture.  But  he  put  in  a 
claim  for  all  that  thread.  Some  of  the  manufacturers  did  not  use 
any  thread  at  all.  The  Simmons  Hardware  Co.  had  a  foldit^  ma- 
chine which  crushed  the  end  down  and  held  it.  Then  they  had  a 
printing  machine  which  printed  lines,  and  then  a  folding  machine 
which  held  it  down  and  held  it  temporarily,  and  then  they  relied  on 
the  still  of  the  operator  to  sew  it  to  those  lines. 
141211— 20— VOL  2 60 
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E.  H.  Long's  method  of  manufacture  was  to  run  it  through  & 
machine  and  tack  it  down  temporarily  rather  than  to  do  as  Sim- 
mons did.  The  Government  did  not  specify  any  of  that  light  sew- 
ing  in  there;  and  whoever  made  up  his  (Long's)  report  of  the 
amoimt  of  thread  that  was  necessary  overlooked  that  fact,  and  I 
supposed,  of  course,  that  the  Govermnent  would  pay  for  all  that 
additional  thread. 

Major,  I  want  you  to  tell  the  committee  now  what  Mr.  Long's 
attitude  was  about  this  matter.  Did  he  impress  you,  as  a  member 
of  that  board,  as  wanting  to  be  fair  and  as  contending  for  only 
that  which  was  really  his,  or  did  he  not? 

Mr.  Dickinson.  I  think,  from  the  evidence  which  I  have  given 
here  today,  it  is  very  apparent  that  I  do  not  think  that  he  was  will- 
ing to  abide  by  the  contracts  he  had  signed.  He  only  tried  to  in- 
criminate me,  and  the  remarks  made  in  conference  with  Col.  Besse 
and  myself  were  entirely  out  of  order. 

Mr.  Graham.  But,  remarks  which  you,  as  an  officer  of  the  Army, 
had  to  stand  for  ? 

Mr.  Dickinson.  Remarks  which  I  would  not  have  stood  for  if  I 
hadnt  been  in  the  Army. 

Mr.  Jefferis.  Major,  what  was  your  business  before  you  went 
into  the  Army  ? 

Mr.  Dickinson.  Well,  just  prior  to  the  time  I  was  in  the  Army, 
I  was  witli  a  grain  concern  for  three  years,  as  sort  of  general  man- 
ager, not  in  the  buying  nor  selling  end,  but  in  charge  of  the  physical 
property  and  real  estate  and  help. 

Mr.  .Tefferis.  And  you  went  onto  this  Claims  Board  about  when! 

Mr,  Dickinson.  It  was  either  November  lltb  or  12th;  it  was  im- 
mediately upon  the  cancellation  of  all  contracts,  production  was 
stopped  and  the  procurement  department  was  evolved  into  a  con- 
tract adjustment  department 

Mr.  Jeftehis.  You  had,  prior  to  that,  been  on  the  procurement  part 
ofit» 

Mr.  Dickinson.  The  procurement  section  of  the  Gas  Defense  Di- 
vision of  the  Chemical  Warfare  Service. 

Mr.  .Teffebis.  As  I  understand  you.  you  represented  the  Govern- 
ment in  making  tliese  two  contracts,  1426  and  1757,  with  the  Long 
Co.,  did  yon? 

Mr.  Dickinson.  Col,  Besse  was  the  contracting  officer,  but  he  dele- 
gated to  me  the  actual  work  in  connection  with  the  placing  of  the 
business,  that  is,  I  was  the  active  man  in  it,  but  I  was  not  the  con- 
tracting officer. 

Mr.  .Tefferis,  In  other  words,  you  did  not  sign  the  contract! 

Mr.  Dickinson.  I  had  no  authority  to  sign  the  contracts, 

Mr,  Jepferis.  But  you  did  agree  on  what  was  to  be  in  the  contract ! 

Mr.  Dickinson.  I  was  the  only  authority  that  Mr.  Long  looked  to 
prior  to  the  armistice. 

Mr.  Jepfekis.  This  first  contract,  1426,  was  for  how  many  knap- 
sacks ? 

Mr.  Dickinson.  That  was  for  1,000,000  knapsacks  at  52J  cents. 

Mr.  Jefferis.  And  that  contained  a  provision  that  if  it  was  two- 
thirds  completed  extra  facilities  were  not  to  be  charged. 

Mr.  Dickinson,  No  facilities  were  to  be  considered. 

Mr.  Jefferis.  That  is,  if  how  much  was  donel 
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Mr.  Dickinson.  If  two-thirds  were  completed. 
_     Mr.  Jepferis.  So,  then,  accoi-ding  to  the  terms  of  the  contract  1426, 
■i  f  it  was  more  than  two-thirds  completed  there  should  be  no  charge  to 
*;he  GoTenunent  for  any  extra  facilities^ 

Mr.  Dickinson.  There  would  tlien  be  no  possible  claim  for  facili- 
"Cies. 

Mr.  Jefferis.  And  that  contract,  as  a  matter  of  fact,  was  what  pro- 
portion completed  i 

Mr.  Dickinson,  The  undelivered  portion  was  184.810  to  a  million. 

Mr.  Jefferis.  Then  that  would  make  it  about  85  per  cent  completed, 
■would  it  not? 

Mr,  Dickinson.  Yes,  sir. 

Mr.  Jefferis.  So  under  contract  1426  there  could  be  no  honest  or 
just  claim  for  increased  facilities? 

Mr.  Dickinson.  That  was  the  opinion  of  the  Contract  Adjustment 
Soard  in  our  office. 

Mr.  Jefferis.  As  to  contract  1757,  that  was  for  how  many  knap- 
Mr.  Dickinson.  That  was  for  2,000,000. 

Mr.  Jefferis.  And  that  contract,  as  I  understand  it,  contained  no 
provision  regarding  increased  facilities? 

Mr.  Dickinson.  No,  sir. 

Mr.  Jefferis.  And  why  was  that! 

Mr.  Dickinson.  Because  in  the  interim  between  the  time  contract 
1426  was  issued  we  had  been  given  specific  instructions  by  the  Pur- 
chase, Storage,  and  Traffic  Division  of  the  War  Department  that  no 
contract  should  be  entered  into  or,  I  think  the  ruling  stated,  could 
be  entered  into  or  would  be  approved  by  their  department  in  which 
the  Government  had  agreed  to  compensate  the  manufacturer  for 
facilities. 

Mr.  Jefferis.  Was  that  understood  by  Long  at  the  time  that  he 
signed  this  contract  1757  ? 

Mr.  Dickinson.  The  whole  circumstances  were  known  to  himj  be- 
cause I  personally  told  him  all  about  it ;  he  was  thoroughly  familiar 
with  that. 

Mr.  Jefferis.  Did  he  make  any  claims  before  that  contract  1757 
was  executed  that  he  had  the  facilities,  etc.,  to  make  these  goods? 

Mr.  Dickinson.  There  was  nothing  whatever  said  about  contract 
1757  after  he  executed  it. 

Mr.  Jefferis.  I  mean  before,  did  he? 

Mr.  Dickinson.  His  bid  for  the  business  was  based  on  the  fact 
tliat  he  had  the  facilities. 

Mr.  Jefferis.  That  he  had  the  facilities? 

Mr.  Dickinson.  That  he  had  the  facilities;  that  is  the  reason  and 
the  only  reason  why  I  looked  to  him  for  output  was  because  he  did 
have  the  facilities. 

Mr.  Jefferis.  That  being  true,  as  I  understand  your  testimony,  a 
claim  on  Mr.  Long's  part  :&r  any  increased  facilities  because  of  con- 
tract 1757  would  be  a  false  and  dishonest  claim,  would  it? 

Mr,  Dickinson.  That  is  the  way  I  consider  it.  I  might  say  that 
the  fact  that  he  executed  the  contract  with  the  facility  clause  ex- 
empted, I  am  told,  and  the  fact  that  it  was  subsequently  executed  by 
the  Government  makes  it  a  binding  contract,  regardless  of  that  fact. 
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Mr.  Jetferis.  And  that  the  terms  of  the  contract  should  govern 
rather  than  anything  else? 

Mr.  Dickinson.  I  understand  there  is  no  procedure  by  which  tlie 
contract  can  be  settled  in  any  other  way  rather  than  in  accordanoe 
with  the  terms  of  the  contract,  now  that  it  is  a  legal  instrument, 
having  been  executed  by  both  Long  and  the  Government. 

Mr.  Jefferis.  The  tenns  of  the  contract  and  the  further  fact  that 
he  wa6  given  this  contract  simplv  because  he  had  the  facilities — he 
makes  a  claim  of  how  much  for  facilities  f 

Mr.  Dickinson.  $118,241. 

Mr.  Jefferis.  And  those  were  the  items  that  your  board  would 
not  allow  him  anything  for? 

Mr.  Dickinson,  Exactly ;  and  an  item  which  not  until  away  lon^ 
after  February  18,  when  I  was  discharged  from  the  service,  was  it 
ever  submitted.  Prior  to  that  time  it  was  always  an  indefinite  claim 
which  he  was  going  to  make  in  the  future  on  the  buildings. 

Mr.  Jeffebis.  You  spoke  something  about  him  claiming  at  one 
time  that  you  had  failed  to  give  him  any  legal  notice  of  cancellation 
of  these  contracts.  Was  his  position  in  that  regard  true  or  correct, 
or  was  it  false? 

Mr.  Dickinson.  I  was  advised  bv  our  legal  department  that  the 
official  telegram  which  was  sent  to  him  under  dat«  of  November  11 
constituted  official  notification  of  termination  of  the  contract  in 
accordance  with  the  provisions  thereof.  It  was  so  taken  by  the  500 
other  contractors  as  official  notice  of  cancellation  and  not  questioned 
in  any  way.    The  legality  of  it  I  am  not  in  a  position  to  state. 

Mr.  jEFFERia.  But  Long,  as  a  matter  of  fact,  did  take  the  position 
afterwards  that  his  contract  had  not  been  canceled  ? 

Mr.  Dickinson.  He  refers  in  numerous  letters  to  the  fact  that  he 
docs  not  consider  that  they  were  officially  canceled.  Just  what  his 
point  is  in  making  that  statement  I  do  not  know. 

Mr.  Jefferis.  As  I  understand  it,  later  on  you  did  finally  effect  a 
complete  settlement  with  him  as  to  contract  1427? 

Mr.  Dickinson,  Not  a  complete  settlement,  but  a  settlement  was 
perfected  or  was  made  with  Long  subsequently ;  and  that  portion  of 
contract  1746  which  the  contract  adjustment  board  of  the  Chemical 
Warfare  Service  considered  was  in  the  jurisdiction  of  the  terms  of 
the  contract. 

Mr.  Jeffekis.  Did  they  allow  him  for  any  increased  facilities? 

Mr.  Dickinson.  They  did  not.  The  details  of  just  how  thev 
arrived  at  what  they  did  allow  him  I  have  here  as  a  matter  of  record. 
I  do  not  know  as  you  want  me  to  go  into  the  details  of  it. 

Mr.  Jefferis.  But  as  to  contract  1757,  as  I  understand  it,  there  is  a 
claim  now  pending  of  $654,222. 

Mr.  Dickinson.  Yes,  sir;  that  is  the  total  figure  of  his  various 
types  of  claims,  the  details  of  which  I  have  already  talked  about. 

Mr.  Jefferis.  About  when  was  the  date  of  that  contract  1757? 

Mr.  Dickinson.  Contract  1757  was  dated  in  the  office  of  the  Chemi- 
cal Warfare  Service  October  21,  but  through  delay  in  the  Director 
of  Chemical  Warfare  Service's  office,  it  was  not  approved  until  No- 
vember 18. 

Mr.  Jeffehis.  November  18? 

Mr.  Dickinson.  Yes. 
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Mr.  Jefferis.  That  was  after  the  signing  of  the  annisticei 
Mr.  DicKiKBON.  That  was  after  the  signing  of  the  armistice,  but 
that  was  not  an  unusual  occurrence.    The  length  of  time  it  took  to 

f;et  a  matter  of  that  sort  through  headquarters  oftentimes  was  de- 
ayed  much  longer  than  that. 

Mr.  Jeffekis.  As  I  understand  it,  there  was  that  contract  1757 
that  would  have  required  the  cutting  of  about  2,000,000  pieces  of 
duck? 

Mr.  Dickinson.  The  contract  was  for  2,000,000  knapsacks,  each 
knapsack  consisting  of  several  pieces  sewed  together. 

Mr.  Jefferis.  Small  pieces! 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Jefferis.  So  that  there  would  have  to  be  about  2,000,000  pieces 
cut? 

Mr,  Dickinson,  There  would  have  to  be  nearer  10,000,000  pieces. 

Mr.  Jefferis.  You  mentioned  something  about  his  cut  40,000,  or 
something. 

Mr.  Dickinson.  The  material  which  he  had  in  process  was  for 
40,400  bodies;  that  was  just  the  main  piece  of  the  bag;  he  had 
58,286  side  pieces ;  that  would  mean  sufficient  for  about  25,0(K)  bags. 

Mr.  Jefferis.  In  other  words,  he  had  material  cut  for  about  25,000 
bags? 

Mr.  Dickinson.  He  had  bodies  cut  for  40,000,  but  he  bad  end 
pieces  enough  for  25,000,  and  he  had  partitions — there  was  a  par- 
tition running  from  the  middle  of  the  bag — and  he  had  22,850  of 
those.  That  was  his  claim,  that  is  all  he  did  have  cut,  and  that  that 
was  the  number  of  pieces  he  did  actually  have  cut  was  proved  out 
by  Government  inventory. 

Mr.  Jefferis.  In  other  words,  he  did  not  have  material  cut  for 
40,000  haversacks? 

Mr.  Dickinson.  No,  not  complete ;  his  total  bill,  including  10  per 
cent  profit  for  that  amount,  was  $244,76. 

Mr.  Jefferis.  And  yet  he  put  in  a  claim  for  how  much  ? 

Mr.  Dickinson.  Well,  the  claim  that  he  put  in — he  got  paid  for 
all  the  material  which  he  furnished  for  2,000,000  knapsaois.  He  had 
the  material  there,  although  it  had  not  been  put  into  process;  that  is, 
he  had  thread  sufficient 

Mr.  Jefferis.  He  put  in  a  claim  for  all  of  the  material  pur- 
chased ? 

Mr.  Dickinson.  That  was  in  order. 

Mr.  Jefferis,  W^at  percentage  of  the  cost  of  that  did  he  take  it 
back  at.  if  he  did  take  it  back} 

Mr.  Dickinson.  He  very  generously  offered  to  pay  twenty-five 
cents  on  the  dollar.  The  government  refused  that  offer  and  took  it 
over  themselves.  That  was  less  than  half  the  market  price  at  the 
time,  as  I  recall  it. 

Mr.  Jefferis,  In  other  words,  as  I  understand  you  now,  the  Long 
Co.  has  purchased  tlie  material  for  2,000,000? 

Mr.  Dickinson.  Yes,  sir;  for  contract  1757. 

Mr.  Jefferis.  Two  million  knapsacks? 

Mr,  Dickinson.  Yes,  sir. 

Mr,  Jefferis.  You  paid  him  for  the  work  that  he  had  done  on  the 
material  ? 
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Mr.  Dickinson.  We  paid  for  such  work  as  he  had  done  on  knap- 
sacks which  had  been  started. 

Mr.  Jefperis.  And  then  the  Government  paid  him  for  the  ma- 
terial, the  total  cost  of  all  of  it  J 

Mr,  Dickinson,  Yes,  sir. 

Mr.  Jeffehis.  And  he  was  only  willing  to  allow  the  Government 
25  per  cent  of  what  he  paid  for  it! 

Mr,  Dickinson.  Yes,  sir. 

Mr.  Jefferis.  So  the  Government  salvaged  that;  took  it  over? 

Mr.  Dickinson.  The  Government  took  it  over  at  cost  value  to  the 
manufacturer  substantiating  his  cost  value  by  affidavits.  And  other 
than  those  two  items  that  was  all  that  he  could  agree  on  on  that  con- 
tract to  settle ;  that  formed  the  basis  of  settlement  on  contract  1757, 
in  which  he  received  $110,138. 

Mr.  Jefferis,  So  that  was  really  a  settlement  of  the  material  and 
work  on  the  material  1 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Jefferis.  Now,  you  spoke  about  the  thread — about  this  thread 
proposition  that  he  claimed  he  had  purchased,  how  much  thread; 
60.000  pounds,  I  think  you  said  ? 

Mr.  Dickinson,  As  I  recall  it  that  was  the  exact  amount  of  his 
figures. 

Mr.  Jefferis.  Well,  had  he  purchased  that  amount  of  thread  ? 

Mr.  Dickinson.  He  claimed  that  he  had. 

Mr.  Jefferis.  He  claimed  that  he  had? 

Mr.  Dickinson.  Yes.  sir. 

Mr.  Jefferis.  And  that  was  to  be  used  in  this  contract  1757! 

Mr,  Dickinson.  That  was  the  amount  of  thread  which  he  claimed 
was  necessary  for  him  to  make  2,000.000.  was  60,000  pounds  of 
thread,  and  we  disputed  that  fact  and  asked  him  to  substantiate  his 
claim. 

Mr.  Jefferis.  And  as  I  understand  you  about  24,000  pounds 
would  make  those  2.000,000  knapsacks! 

Mr,  Dickinson.  Those  are  the  figures  based  on  the  figures  which 
he  gave  us,  that  we  figured  out  would  be  required. 

Mr.  Jefferis.  And  you  allowed  him  30,000  pounds  in  settlement, 
did  you! 

Mr.  Dickinson.  I  will  have  to  check  that;  I  think  that  is  correct; 
that  is  the  amount  that  we  allowed  him  and  allowed  the  other  con- 
tractors. Well.  I  am  not  able  to  tell  from  these  figures  here  the 
exact  amount  of  poundage  allowed  him,  but  referring  to  Col.  Besse's 
letter  in  which  he  stat«s  specifically  what  he  would  (w,  and  the  basis 
on  which  this  paper  was  drawn  up  there,  I  assume  that  we  did  allow 
him  30,000  pounds.  The  reason  I  can  not  tell  you  the  exact  pound- 
age here  is  because  some  of  the  thread  is  put  up  on  bobbins  and 
others  come  in  gross  and  you  would  have  to  put  the  bobbins  in 
gross  to  figure  the  pounds, 

Mr,  Jefferis.  Was  this  bread  expensive! 

Mr.  Dickinson.  The  thread  that  we  paid  him  for  varied  slightlv; 
some  of  it  cost  $1.76  to  $1.98. 

Mr.  Jefferis.  Per  pound! 

Mr.  Dickinson.  Per  pound. 
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Mr.  Jefferis.  Well  now,  what  became  of  the  difference  between 
the  60,000  pounds  that  he  claimed  to  have  purchased  and  whatever 
you  allowed  him  for? 

Mr.  Dickinson.  He  claims  it  is  still  in  storage  in  his  Framing- 
ham  place,  in  his  way;  that  he  is  still  storing  it  there  and  is  trying 
to  get  thq  Government  to  take  it, 

Mr.  Jefferis.  I  wonder  what  made  him  buy  so  much  of  it,  if  he 
did  buy  it? 

Mr.  Dickinson.  Well,  the  sizes  of  thread  which  he  bought  were 
standard  sizes  and  standard  specification  sizes  as  called  for  by  the 
Government,  and  any  contract  that  he  might  have  with  the  Govern- 
ment probably  those  sizes  of  thread  would  be  called  for,  and  I  as- 
sume that,  owing  to  the  shortage  of  supplies  throughout  the  country, 
that  he  had  speculated  to  the  extent  of  buying  up  standard-sized 
thread  in  anticipation  of  Government  business.    I  assume  that. 

Mr,  Jefferis.  You  think  he  was  looking  ahead  in  the  hopes  that 
he  would  get  more  business! 

Mr.  Dickinson,  Whyj  in  building  a  factory  and  buying  as  many 
sewing  machines  as  he  did  without  orders  to  run  them,  it  is  apparent 
that  that  was  his  anticipation,  of  getting  business  to  keep  those 
machines  busy. 

Mr.  Jefferis.  Then  when  the  armistice  came  and  business  ceased 
and  he  drew  these  claims,  he  wanted  to  charge  this  excess  material 
to  the  Government:  is  that  it! 

Mr,  Dickinson.  That  is  practically  what  it  amounted  to,  in  my 
judgment 

Mr.  Jefferis.  When  Mr.  Long  took  your  claims  board  to  task, 
threatening  to  go  to  some  one  else  higher  up,  that  you  were  dealing 
much  sharper  than  other  boards,  do  you  know  whether  he  had  any 
actual  experience  with  other  claims  boards  or  not,  or  was  he  }u^ 
talkingto  make  a  noise? 

Mr,  Dickinson,  What  contact  he  had  with  other  departments  in 
adjusting  his  matters  I  am  not  familiar  with. 

Mr.  Jefferis.  Did  you  take  it  that  he  was  endeavoring  to  intimi- 
date your  board  so  as  to  get  a  settlement  there?  • 

Mr.  Dickinson.  That  is  the  way  I  personally  viewed  it.  I  think 
Col.  Besse — I  am  of  the  opinion*  that  that  was  the  view  that  Col. 
Besse  took  of  the  same  matter. 

Mr.  Jefferis.  I  notice,  as  I  recall  it,  some  time  in  this  meeting 
of  February  10,  after  your  board  had  declined  to  allow  him  some 
of  his  claims,  he  threatened  to  collect  for  the  facilities  and  the 
thread  somewhere  else;  did  he  say  where  he  was  going  to  coUect 
from? 

Mr.  Dickinson.  I  believe  the  exact  words  used  was  that  he  would 
take  his  chance  on  being  able — I  won't  say  that  these  are  the  exact 
words,  but  this  is  the  gist  of  what  he  said ;  that  he  would  be  willing 
to  take  his  chances  to  let  Washington  be  the  judge. 

Mr.  Jefferis.  Was  that  the  time  that  he  was  flashing  this  letter 
there  claiming  to  have  one  from  the  War  Department? 

Mr.  Dickinson.  That  was  on  February  10,  at  the  conference  which 
I  referred  to ;  that  was  the  time  that  the  letter  was  shown. 

Mr.  Jefferis.  Did  he  state  who  it  was  at  Washington  he  was  go- 
ing to  take  his  chances  with? 
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Mr.  DicKiNBON.  No,  he  did  not  state  how  he  intended  to  arrive — 
how  he  intended  to  get  settlement.  I  think  he  did  say  that  it  might 
eventually  have  to  go  to  the  Court  of  Claims,  but  that  he  would  t».kio 
his  chances. 

Mr.  Jeffebis.  Well  now,  as  I  remember  your  testimony,  some  of 
his  first  contracts  the  Government  had  delivered  him  duclf  material 
wide  in  the  piece? 

Mr.  Dickinson.  Yes,  sir.  m 

Mr.  Jeffebis.  And  under  that  contract,  the  first  ones,  he  was  to 
have  all  waste  material  f 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Jefferis.  So  that  in  the  cutting  of  the  first  pieces  of  duck 
he  had  considerable  of  waste  of  small  pieces  that  he  could  salvage  or 
dispose  of? 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Jefferis.  And  that  would  be  within  the  terms  of  the  con- 
tract? 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Jefferis.  And  then  afterwards  the  War  Department  was  suc- 
cessful in  getting  pieces  of  duck  not  so  wide,  but  plenty  wide  to  cut 
these  haversacks  out  and  not  leave  much  waste? 

Mr,  Dickinson.  Yes,  sir. 

Mr.  Jeffebis.  And  so,  as  I  understand  you,  a  part  of  his  claim  of 
$24,982  was  based  on  the  fact  that  he  could  not  get  as  much  waste 
material  out  of  this  later  duck  as  he  had  the  first,  is  that  right? 

Mr.  Dickinson., That  is  correct,  as  I  understMid  it. 

Mr.  Jefferis.  Do  you  conceive  that  that  could  possibly  be  made  as 
an  honest  claim  agamst  the  Government,  Mr.  Dickinson? 

Mr,  Dickinson.  I  see  no  basis  for  the  claim,  I  see  no  reason  why 
he  should  make  any  such  claim.  According  to  the  contract  he  was 
limited  on  the  amount  of  duck  he  could  use.  In  other  words,  we  had 
a  tolerance  there.  We  made  an  allowancB  of  so  much — of  such  an 
amount  of  duck  per  haversack  that  he  had  to  cut  within  and  give  a 
tolerance  it  was  our — we  tried  to  arrange  to  have  the  duck  come 
so  that  there  would  be  as  little  wastage  as  possible.  But  owing  to 
the  stress  of  the  times  we  had  to  take  what  we  could  get. 

Mr.  Jefferis.  Well,  you  were  not  particularly  anxmus  on  the  part 
of  the  Government  to  mmish  him  with  a  whole  lot  of  waste  material 
over  and  above  what  was  necessary  to  make  the  haversacks,  were 
you? 

Mr.  Dickinson.  It  was  our  purpose  to  furnish  the  duck  of  a  width 
which  would  cut  to  the  least  amount  of  waste,  and  by  the  contract 
we  furnished  him  with  a  stipulated  amount  of  duck  which  he  was 
allowed  to  use,  and  further  provided  that  in  case  he  should  use  in 
excess  of  that  amount  under  the  contract  he  would  have  to  reimburse 
the  Government  for  that  which  he  used  in  excess  of  the  ccwttract  al- 
lowance. 

Mr.  Jefferis.  Well,  your  board,  I  take  it,  could  not  see  any  honest 
basis  to  allow  him  any  part  of  the  $24,982  because  he  did  not  get  a 
lot  more  waste  under  this  later  duck  than  he  did  before? 

Mr.  Dickinson.  That  particular  claim  was  brought  up  after  I  left 
the  service,  but  it  is  apparent  from  the  notes  here  that  there  was  no 
basis  for  allowing  any  such  claim. 
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If  r.  Jefferis.  Do  you  know  whether  that  is  a  part  of  the  claim  that 
he  still  had  pending  for  six  hundred  and  some  ^d  thousand  dollars? 

2/lr.  Dickinson.  I  understand  that  it  is. 

!Mr.  jEfTERia.  Well  now,  is  there  anything  in  any  of  these  contracts 
tliat  he  had  any  basis  to  make  the  next  charge  for  $12,628,  or  any 
other  sum,  for  transporting  employees? 

Mr.  Dickinson.  Well,  this  charge  too  was  made  after  I  was  out  of 
tlie  service,  but  apparently  the  charge  has  been  made  on  the  ground 
that  he  should  be  allowed  for  costs  occasioned  by  thischarge  in  the 
specifications. 

Mr.  Jefteris.  How  could  that  be  allowed;  how  could  you  allow  for 
transportation  of  employees? 

Mr.  Dickinson.  As  I  say,  this  claim  was  made  after  I  was  out  of 
the  service. 

Mr.  Jefteris.  Well,  is  there  anything  in  the  contract  to  permit  any- 
thing of  that  kindf 

Mr.  Dickinson.  Xot  as  far  as  I  know. 

Mr.  Jeffebis.  Well,  you  also  mentioned  another  amount  of 
$104,868,  extra  cost  of  labor.  Now,  as  I  understand  you,  that  matter 
^as  taken  up  with  Mr.  Ix>ng  and  the  specifications  were  changed,  and 
as  a  matter  of  fact  the  new  specifications  required  leas  labor  than  the 
former  one;  is  that  right? 

Mr.  Dickinson,  That  was  the  opinion  of  the  three  other  manufac- 
turers who  changed  their  specifications  at  the  same  time  and  in  the 
same  manner  as  Mr.  Long's  specifications  were  changed. 

Mr.  jErFi3iis.'Well,  mien  these  specifications  were  changed  was 
there  any  conversation  or  talk  between  the  Tjong  Company  and  you 
representing  the  Government  as  to  whether  it  would  require  less  or 
more  work? 

Mr.  Dickinson,  Yes;  that  was  gone  into  fullv  at  the  time  and  it 
was  agreed  verbally  that  it  would  be  of  mutual  advantage  to  the  Gov- 
ernment as  well  as  to  the  contractor  to  change  from  the  gusset 

Mr.  Jbffebis  (interposing).  Well,  was  that  a  mutual  agreement 
between  the  Long  Co.,  and  you  representing  the  Government? 

Mr.  Dickinson.  Yes,  sir,  it  was. 

Mr.  Jkfferis.  With  whom,  of  the  Long  Co.,  were  you  talking  when 
you  had  this  mutual  agreement? 

Mr.  Dickinson.  Richard  Long,  jr. 

Mr.  Jefferis.  Did  you  have  any  talk  with  the  father?    . 

Mr.  Dickinson.  No,  sir;  not  in  regard  to  this  point. 

Mr.  Jefferis.  Did  you  have  any  talk  with  the  father  as  to  thi» 
claim  that  was  afterput  into  this  $104,868? 

Mr.  Dickinson.  Tlie  actual  figures  as  claimed  here  were  put  in 
after  I  was  out  of  the  service;  the  fact  that  he  was  going  to  make 
additional  claims,  he  stated  to  me.  In  other  words,  he  stated  that  he 
found  from  their  records  subsequently  that  this  change  in  specifica- 
tions which  they  had  agreed  at  the  time  to  make  were  changed,  so  to 
speak,  that  thev  found  that  it  worked  a  hardship  to  them  to  the 
extent  apparently  of  $104,868. 

Mr.  Jefferis.  But  none  of  the  other  contractors  making  the  same 
knapsacks  seem  to  have  the  same  experience?  ' 

Mr.  Dickinson.  None  of  the  other  contractors  made  any  claim 
whatsoever  for  that  change,  and  this  figure  was  not  submitted  until, 
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I  understand,  in  May;  that  is,  this  definite  fi^pre  and  the  actnal 
amount  of  loss  sustained  by  this  change  in  specmcations. 
Mr.  Jepfebjs.  Well,  do  you  think  tnat  is  a  proper  charge  or  an 

improper  one? 

5lr.  DiCKiMsoN.  I  think  it  is  improper. 

Mr.  Jeffebib.  Is  that  also  true  as  to  this  $118,000  facilities! 

Mr.  DiCKiNflOK.  To  the  best  of  my  knowledge  I  know  of  no  way 
.   in  which  facilities  com  be  paid  for  under  the  terms  of  these  contract 
as  executed. 

Mr.  Jeffebis.  Not  unless  he  could  get  somebody,  I  suppose,  to  pass 
them;  some  board,  or  somebody  who  would  have  the  authority  to 
give  him  the  money. 

Mr.  Dickinson.  It  was  ruled  in  our  department  that  we  could  not 
allow  that  claim. 

Mr.  Jefferis.  As  I  understand  you,  you  had  seen  these  facilities 
before  this  contract  was  entered  into? 

Mr.  Dickinson.  Well,  the  word  ''facilities"  is  a  pretty  broad 
word,  and  I  would  not  ^  on  record  as  stating  that  I  saw  each  and 
every  one  of  the  facilities.  I  did,  however,  or  I  was  informed  by 
Kichard  Long,  jr.,  that  we  did  have  on  hand  which  they  purchased 
sufficient  facilities  to  give  me  the  deliveries  that  I  required.  It  was 
because  of  this  fact  that  the  business  was  placed  there- 
Mr.  Jefferis,  You  mentioned  also  a  part  of  this  Lon^  claim  as 
anticipated  profits.  Was  there  any  authority  for  a  person  m  his  com- 
pany to  make  a  claim  for  that,  that  you  know  of? 

Mr.  Dickinson.  Not  so  far  as  I  know ;  I  think  there  was  a  ruling 
from  the  Purchase,  Stora^  and  Traffic  Division  specifically  pro- 
hibiting aiiything--any  anticipated  profits. 

Mr.  Jefferis.  What  is  the  fact,  Mr.  Dickinson,  as  to  whether  or 
not  prior  to  January  6,  1919,  or  subsequent  to  that  date,  while  you 
were  in  the  service,  as  to  your  board  making  any  sharp  practices  or 
any  unfair  treatment  toward  Mr.  Long  in  any  way?  Was  there 
any  effort  on  the  part  of  your  board  to  M  unfair  to  him  in  any  way  i 

Mr.  Dickinson.  Not  so  far  as  I  know. 

Mr.  Jefferis.  Well,  when  he  wrote  you  or  Mr.  Besse  the  letter  of 
January  6,  had  you  given  him  any  cause  for  making  such  statements 
to  your  board  other  than  not  just  complying  with  nis  demands  and 
his  claims? 

Mr.  Dickinson.  None  whatever,  that  I  know  of. 

Mr.  Jefferis.  Did  you  have  any  personal  conversation  with  him 
about  that  time? 

Mr,  Dickinson.  Well,  I  was  in  touch  with  the  factory  practically 
every  day  by  telephone ;  both  Mr.  Long  junior  and  senior  were  going 
through  New  York  back  and  forth  from  the  factory  to  Washington 
quite  frequently,  and  I  was  in  close  touch  with  them.  I  can't  say 
just  what  the  intervals  were,  but  I  was  in  close  touch  with  them  au 
the  while. 

Mr.  Jefferis,  Do  you  know  of  any  reason  now — any  just  and 
honest  reason.  Mr.  Dickinson,  why  Mr.  Long  should  charge  your 
board  with  such  things  as  he  did  in  these  letters  and  his  conversations 
to  you? 

Mr,  Dickinson.  I  think  I  have  stated  my  case  on  each  individual 
article,  whether  I  approved  or  disapproved  of  the  claim  as  made. 
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Mr.  Jeffebis.  I  say,  you  know  .of  no  reason  why  he  should  ap- 
proach your  committee  with  such  threats,  or  your  claims  board. 
Mr.  Dickinson.  I  know  of  no  reason. 
Mr.  Jefferis.  I  believe  that  is  all. 
Mr.  Gkaham.  Mr.  Garrett,  anything? 

Mr.  Gabkett.  Major,  in  dealing  with  the  contracts  you  dealt  with 
them  as  formal  contracts! 
Mr.  Dickinson,  Yes,  sir. 

Mr.  Gabbett,  Do  you  know  whether  the  fact  that  one  of  the  con- 
tracts was  not  approved  by  the  Washington  authorities  until  after 
the  signing  of  the  armistice  would  change  its  character  from  a  for- 
mal to  an  informal  contract? 

Mr.  Dickinson.  The  only  information  I  have  on  that  point  is 
that  last  night  coming  down  on  the  Federal,  the  ruling  whereby — a 
statement  or  ruling  subsequent  to  the  time  that  I  got  out  of  the  serv- 
ice whereby  the  fact  that  that  contract  was  not  approved  until  after 
the  armistice  was  signed  it  altered  its  standing  as  a  contract  was 
made  known  to  me  by  Bichard  Long  himself.  Prior  to  that  time  I 
did  not  know  that  wa^  the  case. 

Mr.  Garheto,  ah  the  time  you  were  dealing  with  it  you  dealt  with 
it  as  a  formal  contract! 
Mr.  Dickinson.  Strictly. 

Mr.  Garrett.  And  undertook  to  make  a  settlement  under  it  as  a 
formal  contract! 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Garhett,  Under  the  first  contract  executed  with  Mr.  Long, 
the  first  contract  was  as  I  understand,  June  19,  1918,  for  a  milUon 
knapsacks  ? 
Mr.  Dickinson.  Yes,  sir;  June,  1918. 

Mr.  Gahkbtt.  That  was  approved  before  the  signing  of  the  armis- 
tice, I  take  it? 

Mr.  Dickinson.  I  have  no  data  here  to  prove  that  it  was  approved, 
but  I  have  every  reason  to  believe  that  it  was  approved ;  it  must 
have  been. 

Mr.  Gahrett.  Now,  was  there  anything  in  this  settlement  growing 
out  of  that  contract,  contract  No.  It 

Mr.  Dickinson.  Not  the  wav  I  size  the  situation  up  at  the  presec* 
time.  This  claim  which  Mr.  Long  is  making  now,  so  far  as  I  can 
see  is  based — well,  I  will  have  to  take  that  back,  because  I  have  just 
thought  of  something.  Some  of  these  claims  date  and  base  back  on 
claim  1426. 
Mr.  Garrett.  How  much  of  it ;  I  do  not  care  to  go  into  details. 

Mr.  Dickinson.  I  can  not  give  you  the 

Mr.  Gahrett  (interposing).  You  mean  some  of  the  disputed  parts! 
Mr.  Dickinson.  Yes,  sir. 

Mr.  Jefferis,  Some  of  the  parts  that  are  in  controversy  date  back 
on  that! 

Mr.  Dickinson.  Yes;  such  as  claims  made  for  change  in  specifi- 
cations, you  see,  were  on  contract  1426,  because  it  was  on  that  contract 
that  the  specifications  were  changed. 

Mr.  Garrett.  Do  you  think  oi  anything  else  except  the  change  in 
speci&cations? 
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Mr.  Dickinson,  Yes;  labor  charges.  You  see,  he  had  practically 
done  nothing  on  the  second  contract,  so  that  all  his  claims  are  really 
based  on  the  purchase  contract. 

Mr.  Garbett.  Well  now,  this  claim  that  was  before  you;  is  that 
the  claim  that  was  before  you,  or  is  that  the  claim  that  is  pending 
now? 

Mr.  Dickinson.  That  is  the  claim  that  is  pending  now,  but  just 
what  that  claim  is  I  am  not  in  a  position  to  state. 

Mr.  Garrett,  As  I  understand  the  situation  your  board  and  Mr. 
Jjong  were  unable  to  agree? 

Mr.  Dickinson.  Exactly. 

Mr.  Garrett,  In  whole;  you  did  agree  in  part  and  settle  in  partt 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Garrett,  On  these  contracts? 

Mr.  Dickinson.  Yes,  sir, 

Mr,  Garrrtt.  And  after  your  failure  to  agree  the  matter  came  on 
to  some  other  board  here  in  Washington? 

Mr.  Dickinson.  Yes,  sir, 

Mr.  Garrett.  And  is  now  pending  before  that  board? 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Garrett.  Still  in  dispute? 

Mr.  Dickinson.  As  I  understand  it. 

Mr.  Garbett.  No  settlement  has  been  made  of  it? 

Mr.  Dickinson,  That  is  the  way  I  understand  it. 

Mr.  Garrett.  And  much  of  your  testimony  has  been  about  matters 
that  were  really  filed  before  this  board  after  it  left  you,  wasn't  it; 
some  of  the  items  concerning  which  you  testified  were  really  never  be- 
fore you  as  a  member  of  the  claims  board? 

Mr.  Dickinson.  I  have  so  testified  that  the  actual  figures  were  sub- 
mitted after  I  got  out  of  the  service.  I  knew  of  the  fact  that  he  was 
going  to  make  claims,  but  up  to  the  time  I  left  he  had  not  got  them  in 
concrete  shape,  so  that  they  were  not  presented  to  me  in  that  form. 

Mr,  Garrett.  So  it  was  a  disagreement  between  him  and  your 
board  and  by  appeal  or  some  other  way  it  got  along  to  another 
board  where  the  controversy  is  now  pending! 

Mr.  Dickinson.  Yes,  sir. 

Mr.  GABBirrr,  Now,  you  made  reference  to  the  fact  that  he  spoke  in 
some  of  his  letters  aliout  your  authority  being  limited;  that  is,  in 
settlements  ? 

Mr.  Dickinson.  Yes,  sir. 

Mr.  Garrbit.  Well,  of  course,  that  was  true,  wasnt  it;  that  is. 
you  were  limited  to  the  instructions  issued  by  the  War  Department  ? 

Mr.  Dickinson.  I  was  limited  to  the  same  limits  that  Col.  Bcsse 
was, 

Mr.  Gabrett.  Just  the  same? 

Mr.  Dickinson,  Yes,  sir. 

Mr.  Garrett.  There  was  no  difference? 

Mr.  Dickinson.  Coi.  Besse,  as  I  understand  it,  could  not  have  done 
any  different  than  I  could.  I  had  as  much  authority  to  act,  having 
that  authority  delegated  to  me  by  him,  I  had  as  much  authority 

Mr.  Gabrett  (interposing).  You  had  to  follow  instructions,  pre- 
sumably instructions  given  under  the  law ! 

Mr.  Dickinson.  Yes,  sir, 

Mr.  Garkett,  Now,  only  two  contracts  were  made  with  Mr,  Long; 
I  mean,  for  these  haversacks? 
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Mr.  Dickinson.  Those  are  the  only  two  contracts  that  I  had  any- 
thing to  do  with. 

Si^r.  Garrett.  Now,  in  a  letter  which  has  been  put  in  testimony 
liere,  Afajor,  during  toe  examination  of  Mr.  Besse,  this  letter  having 
been  written  by  Mr.  Long,  reference  was  made — and  I  quote  now 
*'  an  order  which  was  given  to  us  verbally  by  Mai.  Dickinson  on  Sep- 
tember 9  for  2,000,000  gas-mask  knapsacks,  which  order  was  not 
later  confirmed  in  writing." 

\Vere  there  any  negotiations  of  any  character  touching  a  third 
<'ontract  between  you  and  Mr.  Long. 

Mr.  Dickinson.  I  will  explain  Driefly  the  misunderstanding  ap- 
parently that  exists  on  that  point.  In  order  to  maintain  the  schedule 
of  knapsack  production,  it  was  a  foregone  conclusion  that  the  only 
possible  way  to  do  it  was  to  give  the  manufacturers  who  had  then 
Duilt  up  a  large  production,  continuation  orders.  This  was  a  mutual 
advantage  to  the  contractor  as  well  as  the  Government,  provided  the 
fieures  at  which  they  would  bid  were  anywhere  near  within  reason. 
The  Government  ha^  to  have  the  knapsacks.  The  contractors,  all  of 
them,  were  aware  of  that  situation.  I  told  them — they  knew  the  lay 
of  the  land  practically  as  well  as  I  did. 

I  had  had  difficulty  with  R.  H.  Long  &  Co.  in  getting  deliveries 
OTecified  under  contract  1426.    There  were  many  excuses  offered  for 
^ilure  to  make  specification  deliveries.     Contract  1757  specified 
double  the  delivery  rate  of  contract  1426,  and  if  I  am  not  mistaken 
in  the  production  figures  at  the  time  that  contract  1426  was  canceled 
they  were  still  behind  on  their  deliveries  on  that  contract.    It  was, 
therefore,  a  constant  push  on  my  part  to  get  Long  up  to  the  contract 
delivery  rate,  and  also  spur  him  on  in  order  that  he  might  meet  his 
contract  delivery  scheduled  at  the  rate  that  I  knew  I  had  got  to  have 
them.    Now,  another  point  that  has  a  bearing  on  this  case :  We  were 
specifically  instructed — we  could  not  place  business  arbitrarily  with- 
out first  getting  permission,  except  as  provided  in  this  ruling,  which 
in  substance  was  this,  that  it  was  necessary  to  advertise  for  bids. 
This  also  was  known  to  the  R.  H,  Long  concern.    I  told  him  that  if 
they  would  speed  up  their  deliveries  they  would  be  in  line  for  a  con- 
tract for  2,000,000  more  knapsacks ;  that  I  was  going  to  request  them 
to  bid  on  the  same,  which  I  did.    All  right;  they  bid.    Their  bid  was 
51i  cents,  I  believe.    The  other  contractors  which  bid  at  the  same  time 
bid  50  cents  apiece,  which  was  less  than  Mr.  Long's  bid,  and  Mr. 
Long  was  not  awarded  the  business  for  that  reason.     Now,  I  still 
needed  Mr.  Long's  services ;  wanted  him  to  get  in  line  for  additional 
knapsacks;  and  I  told  him  so.     I  told  him  that  I  was  still  in  the 
market  for  additional  knapsacks.    I  also  told  him  what  the  other  con- 
tractors had  bid,  namely.  50  cents.    I  told  him  the  price  of  the  other 
contractors'  bids  and  told  him  if  he  was  going  to  get  additional  busi- 
ness he  would  have  to  get  in  line  with  the  other  contractors.    A  very 
short  time  thereafter  I  asked  for  additional  bids,  and  his  bid  tiiat  time 
was  45  cents.    Then,  subsequently,  Mr.  Long  wrote  me  a  letter — a 
subsequent  transaction,  that  ne  had  bid  5  cents  below  the  other  manu- 
facturers.   I  said  I  told  hira  that  the  others  had  bid  50  cents,  but  I 
will  take  that  back,  as  far  as  I  know,  I  do  not  remember  if  I  told 
him  that.    But  I  told  him  that  he  would  have  to  get  in  line  any  wav 
on  prices,  and  his  bid  was  45  cents. 
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Mr.  Garrett.  Now,  pardon  me.  Is  that  on  this  September  9  mat- 
ter, or  is  that  on  the  contract  which  he  got;  that  45  cents,  is  th&t  in 
the  contract 

Mr.  Dickinson  (interposing).  That  is  on  the  contract  that  he  got. 

Mr,  Garrett,  Now,  what  I  was  asking  you,  Major,  was  whether — 
1  read  there  a  letter  in  which  a  reference  was  made  to  a  verbal  order 
given  by  Maj.  Dickinson,  and  what  I  was  trying  to  find  out  was 
whether  there  was  any  negotiations  about  a  third  order.  I  am  not 
speaking  about  those  now  h)r  which  contracts  were  executed. 

Mr.  Dickinson.  You  see,  this  verbal  order  that  he  speaks  of  comes 
in  between  the  two  that  he  did  get,  and  I  am  trying  to  explain  to  you 
the  fact  that  he  was  not  up  to  delivery  on  the  first  contract,  and  I  was 
spurring  him  on  for  delivery,  and  how  he  could  expect  that  he  could 
take  two  contracts  for  2,000,000  each  with  the  deliveries  as  specified 
and  get  anywhere  with  completing  the  contracts.  Of  course,  that  is 
open  to  question,  but  he  bid  51^  cents.  The  other  contractors  at  that 
time  bid  50  cents,  and  were  awarded  the  business.  No  confirmation 
of  that  51J  cents  was  ever  sent  to  Long  by  me.  And  furthermore,  I 
was  at  his  factory  within  a  week,  and  he  was  given  to  understand 
that  the  other  manufacturers  had  been  awarded  business,  but  that 
there  was  still  a  chance  for  him  to  get  a  continuation  order  if  he 
would  get  in  line  with  his  prices,  and  he  was  subsequently  asked  to 
bid.  Now,  it  was  onlv  a  short  while  after  that  that  he  brought  the 
point  up  to  my  attentfon  that  in  making  that  price  of  45  cents  he,  of 
course,  assumed  that  he  had  a  verbal  order  in  the  meantime.  But  I 
told  him  at  that  time  that  such  was  not  the  case,  that  it  was  not  my 
understanding  of  the  matter;  that  I  had  never  confirmed  a  verbal 
order  and  there  had  never  been  any  communication  out  of  our  office 
in  any  way  substantiating  his  claim.  And  nothing  more  was  said 
about  that,  from  the  time  that  happened,  nothing  more  was  said 
about  that  claim  in  any  way,  shape,  or  manner  until  along  in  Janu- 
ary at  the  time  the  sul^equent  claims  were  beins  made  up. 

Mr.  Garrett.  Now,  what  did  he  bid  on  the  arst  contract,  1426;  I 
believe  that  was  his  first  bid^ 

Mr.  DiCKiNSOK.  The  bid  was  52f  cents. 

Mr.  Garrett.  How  did  that  compare  with  the  bids  of  the  others? 

Mr.  Dickinson.  I  do  not  think  it  is  quite  fair  to  compare  those 
prices  for  many  reasons. 

Mr.  Garrett.  Well,  I  asked  you  how  did  they  compare? 

Mr.  Dickinson.  On  previous  contracts,  some  60  cents  and  some  55. 

Mr.  Gakreit.  AVas  tnis  bid  of  Mr.  Long's  the  lowest  bid  that  you 
had  received  up  to  that  time? 

Mr,  Dickinson.  I  think  it  was;  I  am  sure  it  was. 

Mr.  Garretp,  What  was  the  lowest  price  at  which  they  were  made 
at  any  time  during  the  war  by  anybody? 

Mr.  Dickinson.  Fifty  cents. 

Mr.  Garrett.  Fifty  cents? 

Mr.  Dickinson.  Because  Long  did  not  get  to  operate  under  his 
1757  contract. 

Mr.  Garrett,  He  did  have  a  45-cent  contract? 

Mr.  Dickinson.  He  did. 

Mr.  Garrett.  Under  which  he  did  not  operate  to  any  great  extent? 

Mr.  Dickinson.  He  did,  but  at  the  time 
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Mr.  Garrett  (interposing).  What  did  the  Simmons  Hardware 
people  get? 

Mr.  Dickinson.  Well,  their  first  contracts  were  based  entirely  on 
a  different  basis.  They  were  furnishing  a  large  part  of  the  material 
■which  the  Govemment  subsequently  furnished,  so  there  would  be 
no  comparison  on  the  figures.  But  from  the  time  the  Simmons  Hard- 
ware Co.  started,  the  Government  furnishing  the  material,  the  con- 
tracts that  were  let  were  all  practicallT  on  the  same  basis. 

Mr.  Garrett.  Upon  the  same  price ! 

Mr.  Dickinson.  The  same  price 

Mr.  Garrett  (interposing).  Considering  the  materials  furnished? 

Mr.  Dk'kinson.  Considering  the  materials  furnished  and  the  num- 
ber of  articles  in  the  contract. 

Mr.  Garrett.  Did  you  have  any  trouble  in  the  matter  of  deliveries 
with  any  of  the  others;  did  you  have  to  punch  them  up,  too? 

Mr,  Dickinson.  We  had  to  punch  them  all  up  pretty  much,  with 
the  exception  of  Phelan  &  Sons,  and  Simmons;  Phelan  &  Son,  of 
Lynn,  Mass,  Rosenwasser  Bros,,  who  had  a  contract,  had  some 
Government  strikes  on  their  hands  involving  their  shoe  industry, 
and  some  1^00  people  who  were  working  on  my  particular  work 
there  struck  in  sympathy,  which  put  him  behind  his  schedule;  it 
was  not  anything  which  Mr.  Kosenwasser  was  to  blame  for  in  any 
way  so  far  as  I  know,  and  I  subsequently  had  to  punch  him  up  to  get 
him  back  on  the  delivery. 

Mr.  Garrett,  Were  there  labor  difficulties,  there  were,  weren't 
there,  labor  difficulties  at  nearly  all  these  plants,  weren't  there? 

Mr.  Dickinson.  Yes;  with  the  exception  of  Phelans;  I  know  of 
no  labor  difficulties  there. .  The  other  three  had  some  difficulty. 

Mr.  Garrbtt.  That  was  true  of  industrial  plants  almost  every- 
where? 

Mr,  Dickinson.  Yes,  sir. 

Mr.  Garrett.  Well.  I  think  I  will  stop  right  there. 

Mr.  Graham.  Anything  more,  Mr,  Jeffens? 

Mr.  Jefferis.  No. 

Mr.  Graham.  That  is  all,  Major. 

Mr.  Graham.  Now,  gentlemen  of  the  committee,  I  am  in  receipt 
of  the  following  telegram : 

Boston,  Mass.,  October  S6,  ISI9. 
Congressman  Wnj.iAM  J.  Grahau. 

W<i»ltington.   D.    C. 

I  shall  be  In  Wnsliln^on  Alondn;  to  refute  the  malicious  and  false  state- 
ments concerning  contracts  made  for  political  purposes  Just  before  election  to 
save  CoolldKe  from  defeat.  I  demanil  that  you  show  prices  of  my  contracts 
and  those  of  competitors,  which  will  show  that  I  saved  the  Government 
millions  of  dollars.  BrInR  out  the  truth  and  stop  your  political  trlchery.  Yob 
are  not  fooling  the  public.  Massacbuselts  voters  will  not  he  deceived  by  your 
unfair  attack  on  a  Massachusetts  man  who  gave  up  his  remilnr  business  and 
devoted  his  entire  resources  to  help  win  the  war,  without  regard  to  personal 
gain.  Why  did  you,  a  Hepubllean,  publish  an  attach  .on  a  Democrat  running 
for  governor  and  say  nothing  about  the  Republican  contractors?  Why  did 
you  not  publish  the  truth  of  the  American  Woolen  Co.  pmllts  and  the  JIS.OOO.- 
000  advanced  by  the  Government  to  that  company,  one  of  the  big  Interests. 
supporting  Coolldge?  I  am  breaking  political  engagements.  Please  arrange 
for  a  bearing  (or  me  Monday. 

RiCHASD  H.  Lono. 

I  received  this  telegram  last  evening  by  telephone  and  this  morn- 
ing it  was  laid  on  my  desk.    I  am  advised  by  this  telegram  and  also 
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by  my  colleague,  Mr,  Garrett,  that  Richard  H.  Long  is  present  and 
desires  to  be  heard  by  this  committee.  If  Richara  H.  Long,  the 
sender  of  this  telegram  is  here,  and  desires  to  be  sworn  and  submit 
himself  to  examination  by  this  committee  as  to  the  matters  involved 
in  this  investigation  he  will  now  be  given  an  opportunity. 

Mr.  Long.  He  is  here,  sir,  and  would  like  to  testify. 

Mr.  Grahau.  You  may  be  sworn,  Mr.  Long. 

(Mr.  Long  was  thereupon  duly  sworn  by  Mr.  Graham.) 

TESTDCOKT  OF  US.  KICHABS  H.  LONG. 

Mr.  Gbaham.  Your  name  is  Richard  H.  Long? 

Mr.  LoNC.  Yes,  sir, 

Mr.  Gbahau,  iilr.  Long,  it  has  been  the  custom  of  this  committee 
in  the  past  in  permitting  people  whose  claims  were  being  investi- 
gated before  this  committee  to  ask  them  not  as  any  imputation 
against  them,  but  simply  to  comply  with  the  law,  whe^er  they  will 
waive  any  immunity  tnat  may  arise  to  them  bv  virtue  of  their  testi- 
mony; do  I  understand  you  to  make  such  a  waiver? 

Mr,  LoNO,  Yes, 

Mr.  Graham.  I  have  this  telegram,  which  you  have  heard  me 
read,  I  want  to  ask  you  whether  you  are  the  author  of  this  tele- 
gram! 

Mr.  LoNo.  That  was  sent  out  from  my  political  headquarters  in 
Boston  yesterday. 

Mr.  Graham.  Did  you  sign  it? 

Mr.  LoNO,  No,  sir. 

Mr.  Gbahah,  Did  you  know  what  was  in  it? 

Mr.  Long.  I  believe  I  did, 

Mr.  Graham.  And  approved  it. 

Mr.  Long,  I  approved  it,  yes,  sir. 

Mr.  Graham.  Let  the  telegram  go  into  the  record  at  this  point, 

(The  telegram  referred  to  is  as  follows:) 

Boston,  Mass.,  October  26,  1919. 
ConsresHinan  William  .T.  Gkaram. 

M'ashinglon,  D.  C. : 
I  shall  be  In  Washington  Monday  to  refute  the  unllcious  and  false  slatfr 
iii«nts  concerning  contracts  uia<te  for  political  purposes  Just  before  electlcMi  tu 
save  Goolldice  from  defeat.  I  demand  that  you  show  prices  of  my  contracts  and 
those  of  conipftitors,  which  wilt  show  that  I  saved  the  Oovernment  nillltODS 
of  dollara.  Bring  out  the  truth  and  stop  your  political  trickery.  You  ar«  not 
fooling  the  puhllc.  MassiiehusettH  voters  will  not  be  deceived  by  your  unfair 
attach  on  a  Massachusetts  man  who  gave  up  his  regular  business  and  devoted 
his  entire  resources  to  help  win  tbe  war,  without  regard  to  peraonnl  gain. 
Why  did  you,  a  Republican,  publish  an  attack  on  a  Democrat  running  for 
governor  and  sav  nothing  about  the  Bepubllcnn  contractors?  Why  did  vou  not 
publish  the  truth  of  the  American  Woolen  Co.  profits  and  the  18,000.000  ad- 
vanced by  the  Oovernment  to  that  company,  one  of  the  big  Interests  support- 
ing Coolidge?  I  am  breaking  polittcnl  engagements.  Please  arrange  for  a 
hearing  for  me  Monday. 

Richard  H.  Loitq. 

Mr,  Graham.  I  find  also  in  a  clipping  from  a  paper  published  in 
Massachusetts  the  following  statement  which  is  quoted : 
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Rictiard  H.  Long,  Democratic  candidate  for  go%-ernor,  followlnR  receipt  of 
reports  from  Washlngtoo  relative  to  the  InvestiKntioii  by  the  Graham  con- 
gressional committee  Into  war  contracts  of  the  II.  U.  Loug  Co.  last  night,  sent 
tlie  following  telegram  to  Congressman  Wlllinm  J,  Graham,  ctmfnnaQ  of  the 
committee: 

"  Statements  reported  made  by  you  about  war  contracts  of  R.  H.  Long  are 
absolutely  false  and  you  know  it  is  a  political  trick.  I  demand  a  retraction 
and  apology. 

"  The  statement  that  S1.'>.000  was  paid  for  damn^Ks  on  contract  dated  Novem- 
l>er  0  is  false.  No  claim  was  made  under  that  contract  except  for  the  cost  of 
materials,  with  no  claim  for  losses  to  the  contractor.  The  statement  that 
LoiiK  took  back  leather  at  half  the  market  value  is  also  false.  Any  materials 
retained  by  contractor  was  a  favor  to  the  Government. 

"  No  decent  man  would  resort  to  ench  infamous  misrepresentation  to  deceive 
the  voters  Just  before  election.  You  know  you  do  not  intend  to  have  even  an 
inveatigatloD." 

Are  you  the  author  of  that  interview,  Mr,  Long? 
Mr.  LyONO,  Thai,  I  think,  was  sent  out  from  my  campaign  head- 
quarters.   I  do  not  know  that  I  go  quite  so  far  as  to  authorize 

Mr.  Graham  (interposing) :  Is  that  a  quotation  from  anything 
you  said! 

Mr.  Long.  I  would  not  say  that  I  go  quite  so  far  as  that. 
Mr.  Graham.  Was  any  such  telegram  sent  to  me  to  your  knowl- 
edge as  quoted  in  this  statement? 

Mr.  Long.  There  was  a  telegram  sent;  yes,  sir. 
Mr.  Graham.  Like  this? 

Mr.  LoNo.  I  would  not  say  it  was  exactly  like  that. 
Mr.  Graham.  Who  is  the  author  of  that! 

Mr.  Long.  That  came  from  my  campaign  headquarters  as  I  under- 
stand it.  but  I  would  not  say  that  that  is  a  correct  telegram ;  a  state- 
ment substantially  like  that  is  correct. 
Mr.  Graham.  Let  that  go  into  the  record. 
{The  newspaper  article  referred  to  is  as  foUows:) 

CALLS    IT   POLITICAL   TBICK RICHARD    H.    LONG    DEUANDS   VKTSACTlOy    AND    APOLOOT 

or  WILUAU   J.  ORAHAU  ON   WAS  CONTEACtS. 

Richard  H,  I^ng,  Democratic  candidate  for  governor,  following  receipt  of 
reports  from  Washington  relative  to  the  investigation  of  the  Graham  con- 
gressional committee  Into  the  war  contracts  of  the  R.  H.  Long  Co.  last  night. 
sent  the  following  telegram  to  Congressman  William  J.  Graham,  chalrmac  of 
the  committee : 

"  Statements  reported  made  by  you  about  war  contracts  of  R.  H.  Long  are 
absolutely  false  and  you  know  it  Is  a  political  trick.  I  demand  a  retraction 
and  apology. 

"The statement  that  $15,000  was  paid  for  damages  on  contract  dated  Novem- 
ber 9  Is  false.  No  claim  was  made  under  that  contract  except  for  the  cost  of 
materials,  with  no  claim  for  losses  to  the  contractor.  The  statement  that  Long 
took  back  leather  at  half  the  market  value  Is  also  false.  Any  materials  retained 
by  contractor  was  a  favor  to  the  Government. 

"No  decent  man  would  resort  to  such  infamous  misrepresentation  to  deceive 
the  voters  just  before  election.  Tou  know  you  do  not  Intend  to  have  even  an 
iDveatlgatton." 

Mr.  Graham.  I  am  told  by  one  of  the  reporters  here,  Mr,  Rags- 
dale  by  name,  that  he  asked  you  about  lunch  time  whether  you 
would  desire  a  transcript  of  the  testimony  that  was  offered  by  cer- 
tain witnesses  in  this  matter,  and  that  you  told  Mr.  Ragsdale  in 
answer  to  that  that  you  did  not  need  any,  all  that  you  were  going 
to  do  before  tiiis  committee  was  to  make  a  Wief  statement ;  is  that  so  i 
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Mr.  LoNO.  I  don't  think  that  is  exactly  correct.  I  said  that  I 
wanted  to  make  a  statement  before  the  committee.  I  did  not  say 
that  was  all  I  was  going  to  do.  I  am  ready  here  to  answer  any 
questions  that  are  asked  me  and  give  you  the  information  to  the 
best  of  my  knowledge.  I  want  to  clear  up  the  statement  that  has 
been  made  that  we  made  exorbitant  profits,  sir. 

Mr.  Graham.  We  will  give  you  ample  opportunity  to  go  into 
everything  that  has  been  handled  in  this  investigation.  Those  are 
the  things  we  are  wanting,  is  the  facts  about  that.  I  am  willing 
for  the  present  to  overlooK  the  slurs  personally,  because  to  inquire 
into  them  now  would  give  you  the  opportunity  to  say  that  your  are 
being  martyrized,  which  I  am  not  willing  to  do.  We  will  go  into 
these  things  very  thoroughly,  even  irrespective  of  the  fact  that  you 
have  accused  me  in  these  telegrams  of  lies,  a  thing  which  ordinarily 
a  man  would  not  overlook. 

I  do  not  think  I  am  in  a  proper  frame  of  mind  to  examine  you 
fairly  at  the  present  time,  and  I  will  ask  Mr.  Jefferis  to  proceed, 
and  then  I  will  follow  him. 

Mr.  Jefferis.  Mr.  I^ong.  how  many  contracts  did  you  have  with 
the  Government  during  the  war;   your  company? 

Mr.  LoNO.  I  should  say  about  200  contracts. 

Mr.  Jefferis.  How  many? 

Mr.  Long.  About  200. 

Mr.  Jeffehis,  For  what  materials? 

Mr.  Long.  Leather  and  textiles  principally,  Qunrtcrnmster.  Ord- 
nance, and  Chemical  Warfare  Service  Departments. 

Mr.  Jefferis.  Do  yon  know  about  how  many  contracts  you  had 
with  the  Ordnance  Department? 

Mr.  LoKG.  No;  I  could  not  t<^ll  you  that. 

Mr.  Jefferis.  Or  with  the  Quartermaster  Department? 

Mr.  Loso.  I  could  not  fell  you  exactly,  we  had  quite  a  large  num- 
ber with  each. 

Mr.  Jefferis.  Do  you  know  about  what  was  the  total  amount  of 
contracts  that  vou  had  with  them? 

Mr.  Long.  Somewhere  between  $30,000,000  and  $40,000,000. 

Mr.  Jefferis.  Do  you  know  how  many  of  those  contracts  had 
been  finished  or  terminated  before  the  armistice? 

Mr.  Long.  They  were  all  finished  before  the  armistice  except 
contracts — that  is.  nearly  all  contracts — except  such  contracts  as  (he 
Government  failed  to  deliver  the  materials  in  time, 

Mr,  Jefferis,  How  many  of  those  were  there? 

Mr,  Long.  I  believe  there  were  about — that  is,  all  that  were  re- 
quired to  be  finished  at  that  time.  Many  of  the  contracts  called  for 
delivery  after  the  armistice;  I  believe  there  were  unfinished  contracts 
almut  90. 

Mr.  Jeffreis.  Were  all  of  those  contracts  terminated  at  the  time 
of  the  armistice? 

Mr.  Tx)NO.  1^0.  sir. 

Mr.  Jf.fferis,  How  many  of  tlicm  were  permitted  to  ride  along? 

Mr.  TjOno.  Well,  the  first  contracts  terminated,  which  were  r*- 
qur=;ted.  was  the  Chemical  Warfare  Service,  They  stopped  us  im- 
mediately and  threw  1,200  people  out  of  work. 

Mr.  Jefferis,  Were  those  informal  contracts,  or  formal  ? 
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IVIr.  Long.  One,  I  undersand,  was  formal,  and  the  other  informal. 
Mr.  Jefferis.  One  was  formal? 

Mr.  LoNO.  Yes;  and  the  other  informal — the  other  two  informal. 
Mr.  Jeffekis.  Those  were  procurement  orders,  were  they? 
Mr.  LoNO.  I  can  not  undertake  to  answer  in  a  technical  manner; 
as  I  understand,  there  is  a  different  construction  on  a  formal  and 
informal  contract,  but  I  believe  that  one  was  a  formal  contract. 
Mr.  Jefferis.  What  was  that  for ! 

Mr.  liOKO.  That  was  for  knapsacks;  gas-mask  knapsacks. 
Mr.  Jefferis.  Do  you  remember  the  number  of  it? 
Mr.  LoNQ.  I  believe  that  was  1426. 

Mr.  Jefferis.  Then  an  informal  contract  was  one  known  as 

Mr.  TjOJia  (interposing.)  Two  informal  contracts,  one  1757  and 
the  other  was  repudiated  afterwards  by  the  Chemical  Warfare 
Service. 

Mr.  Jefferis.  Repudiated  i 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis,  What  do  you  mean  by  that? 

Mr.  Long.  Why,  we  were  instructed  to  go  ahead  on  that  contract 
after  making  our  bid,  and  then  afterwards  wj  were  notified  that  we 
were  not  to  have  a  contract. 

Mr.  Je>tebis.  Now,  as  I  understand  you,  you  had  one  contract, 
1426,  that  was  a  formal  contract? 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis.  Did  vou  finish  that? 

Mr.  Long.  Nearly  finished  it. 

Mr.  Jefferis.  Nearly  finished  it? 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis,  But  they  stopped  you  from  finishing  it? 

Mr.  Long.  Yes,  sir;  that  is  it. 

Mr,  Jefferis.  Then  you  had  this  contract,  1757? 

Mr,  Long,  Yes,  sir. 

Mr,  Jefferis.  And  they  stopped  you  from  completing  that? 

Mr,  Long.  Yes,  sir. 

Mr,  Jefferis,  And  then  you  claim  you  had  another  contract? 

Mr.  LoNo.  Yes,  sir. 

Mr,  Jefferis.  What  was  its  number? 

Mr.  Long.  It  did  not  get  a  number. 

Mr,  Jefferis.  Never  got  a  number? 

Mr.  Long.  No. 

Hr.  Jefferis.  Well,  when  was  it  you  claim  it  was  in  point  of  time 
between  the  1426  and  1757? 

Mr.  Long.  About  September  9  we  received  that  order. 

Mr.  Jefferis.  How  did  you  receive  it! 

Mr.  Long.  Maj.  Dickinson. 

Mr.  Jefferis,  In  writing? 

Mr.  Long.  No,  sir. 
Mr.  Jefferis.  How  ? 

Mr.  Long.  He  instructed  us  to  prepare  and  go  aliead  on  it  and 
sent  material  along  to  be  used  on  it,    I  will  explain  that  on  the 
second  contract  in  dispute  material  was  shipped  to  us  before  we  bid 
on  the  third  contract,  thereby  confirming  the  second. 
Mr.  Jefferis.  How  much  material  ? 
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Mr,  LoNO.  Oh,  a  good  many  thousands  of  dollars  worth  of  m*- 
torial. 

Mr.  jEFrEHia.  What  kind  of  material? 

Mr.  IxNO,  Duck,  webbing ;  I  tried  to  get  from  the  Chemical  War- 
fare Service  information  concerning  that  material,  but  it  vras  re- 
fused.   Evidently  they 

Mr.  Jeppehis  (interposing).  Don't  you  know  what  you  got! 

Mr.  Long.  We  knew  what  we  got  to  a  certain  extent,  bat  we  did 
not  know  the  exact  time  that  it  was  shipped,  and  we  wanted  them 
to  ffive  us  that  information  so  as  to  properly  prepare  our  cbiini. 

Mr.  Jefferis.  How  did  you  go  about  ^ttuig  itt 

Mr.  LoNQ.  We  requeKt^d  them  to  furnish  it. 

Mr.  jEFFEHia,  Did  thoy  do  iti 

Mr.  Long.  No;  they  refused. 

Mr.  .Teffekis.  Whom  did  you  request? 

Mr.  Ix>NO.  Mai.  Brown. 

Mr,  •Tkffebis.  Ilere  in  Washington? 

Mr.  IjOno.  Yes,  sir. 

Mr.  .Tefferis.  Did  you  request  Mr.  Dickinson  or  Maj.  Besse! 

Mr.  Long.  Mr.  Dickinson  was  out  of  the  service.  I  think  CoL 
Beese  was  out  of  the  service  at  that  time. 

Mr,  .Tefferis.  Have  you  any  writing  at  all  in  regard  to  this  asm- 
tract  that  you  say  was  repudiated? 

^[r.  Long.  Yes;  I  think  we  have  enough  information  to  show  tsac 
wo  had  a  contract,  sir. 

Mr.  Jkpfkris.  With  you! 

Sir.  Long.  No,  sir:  I  will  eet  it  for  you  if  you  wish. 

Mr.  Jeffkris,  How  many  snapsacl^  do  you  claim  this  other  ex- 
tract was  for? 

Mr.  LoNa  Two  million,  sir. 

Mr.  .Tefferis.  Two  milliont 

Mr.  Ix>NG.  Yes,  sir. 

Mr,  Jkfferis.  What  was  the  date  of  the  contract  1757? 

Mr.  Ixixo.  It  wa.-^  some  time  later,  about  the  25th,  as  I  i 
September. 

>lr.  Jeffcris.  Did  you  do  anything  on  this  contract  that  p:«t  a 
was  repudiated  ? 

Mr.  I-ONO.  Yes,  sir. 

Mr.  Jefferts.  What  did  you  do? 

Mr.  IxiSQ.  Provided  material. 

Xlr.  Jeffsris.  The  Government  did  that-  didnt  it! 

Mr.  Ia»n«i.  Xo,  sir:  the  Goveminent  did  and  we  did  abo^ 

Sir.  Jbffekis.  How  is  that ! 

Mr.  LoNii  The  tnivcmment  provided  some  and  »e  rr:T« 
s^Mf.e, 

Mr.  JEFFrRis-  What  did  you  provide? 

Mr.  Iaisc  Thrwid — principally  thread. 

Mr.  .I>F>rj::s.  How  r.:".'h  thrwidt 

Mr.  1a>n«v  AK'v.t  $1'>..'»^  w-^rth.  or  more.  That  thre&d  ■»  »" 
rvisir.j  K'»-ai:-v  we  h»ve  r,<.»t — (Vv-a-,:**  the  Chemical  Warfiir*  Ser—i 
h*-:  rvt\:-^i  ui  c«'T-.iui.r  *rd  d:*^  us?  our  tiaims  with  os. 

Mr. -IrrvvKTs^  Hv>w  is  :t  n-^iir.2! 

Mr.  Ia'n»^  I:  is  cv^onjd  (hrwd-  and  colcowil  thread  rMS  aia»3 
mai^iur  a  certaiin  lec^h  of  time. 
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Mr.  Jefferis.  It  is  your  thread,  isn't  it? 

Mr.  Long.  We  have  it  now,  but  I  expect  the  Government  will  take 
it. 

Mr.  Jefferis.  What  are  you  letting  it  rot  for? 

Mr.  Lo^o.  We  notified  them  it  was  there — we  notified  them  they 
should  take  the  material.  We  had  our  time  getting  them  to  take 
the  material.  It  was  only  by  telling  them  and  urging  them  how  the 
Government  would  suffer  a  loss  if  they  finally  settled  with  us  on 
tlie  materia). 

Mr.  Jefferis.  Why -are  you  keeping  it  and  letting  it  rot  if  the 
Government  says  it  is  not  their  thread } 

Mr,  LoNo.  It  was  on  their  contract;  we  have  no  other  use  for  it. 

Mr.  Jefferis.  Therefore  you  let  the  loss  of  yourself  or  the  Gov- 
ernment  

Mr.  LoNQ  (interposing).  We  have  tried  to  get  authority  from 
them  to  sell  it. 

Mr.  Jefferis.  Couldn't  you  sell  it  without  authority  t 

Mr.  Ix)NG.  No,  sir. 

Mr.  Jefferis.  Why  not? 

Mr,  LoNo.  We  could  sell  it,  of  course 

Mr,  Jf,fferis  (interposing).  You  don't  think  it  is  a  good  business 
proposition  to  let  that  thread  rot,  even  if  it  belongs  to  the  Govern- 
ment, do  you  ? 

Mr.  Long.  Well,  I  think  it  ia  their  place  to  take  it;  we  have  no  use 
for  it. 

Mr,  Jefferis.  Tliey  claim  they  do  not  own  it.  the  Government, 
don't  they?    Isn't  that  their  position? 

Mr,  IxtNG.  Thev  refused  to  discuss  the  claims  with  us. 

Mr.  Jef»-ehjs,  So  you  thought  you  would  let  it  rot  ? 

Mr.  I^xfl.  No:  we  notified  them,  and  we  hope  they  will  wake  up 
pretty  soon  and  be  reasonable. 

Mr.  Jefferis.  Well,  then,  the  supposed  three  claims  are  the  only 
ones — these  three  contracts  are  the  only  ones  that  were  not  com- 
pleted at  the  time  of  the  armistice? 
,Mr.  Long.  The  contracts  with  the  Chemical  Warfare  Service,  sir. 

Mr.  Jefferis.  What  other  contracts  had  vou  that  were  not  com- 
plet«d? 

Mr.  Long,  We  had  about  85  other  contracts. 

Mr.  Jefferis,  What  were  they  for? 

Mr,  Long.  Quartermaster  and  Ordnance, 

Mr.  Jeftebir.  Do  you  remember  what  was  Ordnance? 

Mr.  LoNo.  Well,  a  good  many  different — I  can  furnish  you  a  list 
of  them  if  you  wish, 

Mr.  Jefftris.  How  is  that? 

Mr.  IjOno.  I  can  give  you  a  list  if  you  desire. 

Mr.  Jefferis.  Have  you  settled  those  contracts? 

Mr.  IjOng.  We  have  settled  most  of  them.  sir. 

Mr,  Jefferis.  How  many  claims  do  you  think  you  have  filed? 

Mr.  Long.  About  80.     We  have  settled  about  80  claims. 

Mr.  Jefferis.  You  have  settled  about  80  claims? 

Mr.  Long.  Yes.  sir. 

Mr.  Jefferis.  They  were  for  uncompleted  contracts? 

Mr.  Long.  Yes.  air. 

Mr.  Jefferis.  Do  you  know  the  amount  of  claims  that  you  filed? 
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Mr.  Long.  No,  sir. 

Mr.  Jeffebis.  How  many  million  dollars  1 

Mr.  Long.  No,  sir;  I  do  not. 

Mr.  Jefferis,  Couldn't  you  give  us  in  a  general  way,  Mr.  Longf 

Mr.  Long.  The  amount  of 

Mr.  Jeffebis  (interposing).  The  total  amount  of  claims  that  you 
filed  »^inst  the  Government? 

Mr.  LoNR.  The  total  amount  of  claims  that  have  been  filed? 

Mr.  Jefferis.  Yes,  sir. 

Mr,  Long.  Three  million  or  four  million  dollars. 

Mr.  Jeffeeis.  Three  million  or  four  million  dollars? 

Mr.  Loxo,  Yes.  sir ;  I  should  say. 

Mr.  Jefferis.  What  proportion  of  those  three  or  four  million  dol- 
lars of  claims  have  been  settled,  if  you  know  ? 

Mr.  Long.  Nearly  all  of  them. 

Mr.  Jefferis.  Nearly  all  of  themt 

Mr.  Long.  Yes.  sir. 

Mr.  Jefferis.  Do  you  know  how  much  of  a  claim  you  have  yet 
against  the  Government? 

Mr.  Long.  Ng.  sir. 

Mr.  Jefferis.  Or  how  many  you  have? 

Mr.  Long.  I  should  say,  perhaps  somewhere  between  a  half  mil- 
lion and  a  million  dollars. 

Mr.  Jefferis.  Covering  how  many  contracts? 

Mr.  Long.  Six  or  seven,  some  small  number. 

Mr.  Jefferis.  Are  they  in  the  Ordnance  Department? 

Mr.  Long.  Ordnance  and  Quartermaster  and  Gas  Defense. 

Mr.  Jefferis.  In  the  claims  that  you  have  settled,  did  they  main 
anv  claims  for  special  facilities? 

Mr.  Long.  Yes.  sir. 

Mr.  Jefferis.  How  many  million  dollars? 

Mr.  Long.  I  believe  we  got  in  special  facilities  somewhere  about 
$75,000. 

Mr.  Jefferis.  Got  for  that? 

Mr.  Long.  That  is  what  our  claim  amounted  to;  we  collected. 

Mr.  Jefferis.  How  did  you  claim  that ;  how  much  did  you  claim, 
in  the  first  instance? 

Mr.  Long.  I  think  we  got  about  what  we  claimed ;  we  got  all  we 
claimed  on  our  contracts.  We  did  not  claim  only  about  h^lf  of  our 
loss. 

Mr.  Jefferis.  Did  you  retain  any  of  the  materials  in  these  settle- 
ments ? 

Mr.  Long.  We  retained  the  material  when  the  Government  re- 
quested us  to'do  it.     They  had  the  privilege  of  taking  it. 

Mr.  Jefferis.  The  Government  had  the  privilege  of  taking  it? 

Mr.  Long.  It  was  their  material,  and  when  they  requested  us  to 
take  it  we  took  it  in  a  good  many  cases. 

Mr.  Jeffebis.  Do  von  know  about  what  percentage  of  the  cost  you 
paid  for  the  materials  retained  ? 

Mr.  Long.  There  was  a  fixed  percentage  of  cost  that  all  contractors 
were  allowed  to  retain  materials  at. 

Mr.  Jefferis.  Do  you  know  what  the  percentage  was? 

Mr.  Long.  That  varied  all  the  way,  I  tnink,  from  10  to  75  per  cent; 
some  stuff  was  not  good  for  anything  only  junk. 
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Mr.  Jefferis.  From  8  to  10  per  centt 

Mr.  LoNO.  Ten  to  eighty ;  some  was  only  good  for  junk. 

Mr.  Jefperis.  Some  of  it  had  not  been  touched! 

Mr.  LoNO.  Some  had  not.  It  was  material  for  which  there  was 
no  market. 

Mr.  Jeffebis.  But  I  say,  some  of  the  material  you  took  off  the 
Government's  hands  was  in  its  original  state,  had  not  been  touched? 

Mr.  Long.  It  wjis  all  in  its  original  state. 

Mr.  Jefperis.  Why  wasn't  it  worth  more  than  80  per  centt 

Mr.  L0NO..N0  market  for  it. 

Mr.  Jepfehir.  What  did  it  consist  oft 

Mr.  LoNo.  Hardware,  eyelets,  onlv  good  for  junk. 

Mr.  Jefferis.  Isn't  hardware  salaole  now? 

Mr.  LoNO.  Not  special  hardware. 

Mr.  Jefferis.  What  kind  of  hardware  was  it? 

Mr.  LoNO.  Buckles,  eyelets,  and  things  of  that  kind. 

Mr.  Jefferis,  Do  you  mean  to  say  that  we  have  quit  using  those 
things  in  this  country. 

Mr.  Long.  There  was  a  good  many  different  kinds  of  buckles  and 
hooks 

Mr.  Jefferis  (interposing).  Well,  did  you  take  any  duck  or  thread 
or  anything? 

Mr.  Long.  Some.  We  have  some  on  hand  now,  I  have  been  trying 
to  sell  for  about  six  months  and  have  not  been  able  to  get  what  we 
took  it  in  at. 

Mr.  Jefferis.  Who  have  you  been  trying  to  sell  it  to? 

Mr.  Long.  Everybody. 

Mr,  Jefferis,  You  don't  mean  evervbody,  Mr.  Long? 

Mr.  Long.  Everybody  that  would  buy. 

Mr.  Jefferis.  And  none  of  them  would  buy? 

Mr.  Long.  1  say,  that  would  buy;  we  tried  to  sell  anything  we  have 
in  that  way. 

Mr.  Jefferis.  Well,  did  you  have  any  trouble  with  those  claims 
with  the  Claims  Board? 

Mr.  Long.  We  have  not  taken  any  of  our  claims  up  with  the 
Claims  Board,  except  one,  and  we  were  able  to  settle  all  onr  claims 
that  we  had,  with  the  exception  of  one,  with  the  original  board. 

Mr.  Jefferis.  With  what? 

Mr.  Long.  With  the  original  or  local  board. 

Mr.  Jefferis.  That  is  the  Claims  Board,  isn't  it? 

Mr,  Long.  Yes,  that  is;  we  took  them  all  up  with  the  Claims 
Board. 

Mr.  Jefferis.  That  is  what  I  thought. 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis.  The  local  claims  board  was  composed  of  Maj,  Besse 
and  Maj.  Dickinson  here? 

Mr.  Long,  That  was  one  of  the  claims  boards. 

Mr.  Jefferis.  What  other  claims  board  was  there? 

Mr.  Long.  The  Quartermaster's. 

Mr.  Jefferis.  That  was  a  different  claims  board  ? 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis.  Do  you  remember  how  much  of  contract  1426  you 
had  completed? 
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Mr.  LoxG.  I  believe  we  had  completed  about  815,000  out  of  the 
1,000,000.  We  would  have  completea  all  of  them  only  for  a  change 
of  specifications  that  required  us  to  reorganize  our  factory. 

ifr.  Jefferis.  In  what  way ! 

Mr.  Long.  Why,  that  was  a  different  kind  of  bag;  a  larger  bag. 

Mr.  Jeffebis.  How  big  a  bag  was  this  you  were  making? 

Mr.  Long.  I  believe  we  took  about  two-thirds  of  a  square  yard  of 
duck. 

Mr.  Jefferjs.  In  other  words,  it  would  not  be  a  very  big  bag, 
would  it? 

Mr.  LoNO.  Not  quite  as  large  as  that  (indicating  a  leather  file  case 
lying  on  the  table). 

St^.  Jefferis.  How  is  tliat  ? 

Mr,  LoNo.  About  12  by  14 ;  something  like  that. 

Mr,  Jefferis.  About  12  by  14? 

Mr.  Long.  Yes,  sir;  I  should  say  so.    May  be  a  little  smaller. 

Mr.  jEFFEHia.  And  the  Govemnient  was  furnishing  you  all  of  the 
materia]  for  those  bags,  were  they? 

Mr.  Long.  No,  sir;  the  Government  was  to  furnish  the  duck  and 
some  of  the  hardware  and  the  webbing,  and  we  furnished  the  thread 
and  rivets  and  some  of  the  other  materials. 

Mr.  Jefferis.  Of  course,  the  thread  would  not  be  any  ways  near 
as  bulky  as  the  duck  and  the  others? 

Mr.  Long.  So,  sir. 

Mr.  Jefferis.  You  were  making  them  for  about  what;  50  cents, 
about,  apiece? 

Mr.  IxtNO.  Our  first  contract  was  52J  cents,  7J  cents  less  than  any 
other  contractor  took  that  first  contract. 

Mr.  Jefferis.  Fifty-two  and  three- fourtlis  centa! 

Mr.  Long.  Yes,  sir ;  7^  cents  less  than  any  other  contractor  took 
that  first  contract. 

Mr.  Jefferis.  When  did  you  take  that  first  one! 

Mr.  Long.  About  the  1st  of  July. 

Mr.  Jefferis.  How  long  before  that  had  any  other  contractors 
taken  any? 

Mr.  Long.  Six  or  eight  months,  or  more. 

Mr.  Jefferis.  Before  that  ? 

Mr.  Long,  Some  time  before  that;  we  were  the  last  contractors. 

Mr.  Jefferis,  You  were  the  last  contractors? 

Mr.  Long.  Yes.  sir. 

Mr.  Jefferis.  Well,  what  were  the  other  contractors  making  them 
for  at  the  time  you  entered  the  game? 

Mr,  Long,  I  think  55  and  60  cents. 

Mr,  Jefferis.  You  think  they  were  charging  more  than  you  were! 

Mr.  Long.  Every  contractor  got  more  on  that  than  I  did. 

Mr.  Jefferis,  How  do  you  Iniow  that? 

Mr.  Long,  Because  I  seen  the  prices. 

Mr.  Jefferis.  Who  told  you? 

Mr.  Long.  I  seen  the  prices  and  the  records  and  discussed  the  mat- 
ter and  was  present  at  the  time  when  the  bids  were  opened. 

Mr.  Jefferis.  Well,  do  you  know  of  any  contracts  entered  into  at 
the  time  you  first  got  this? 

Mr.  Long.  Of  this  kind? 

Mr.  Jefferis.  Yes,  sir. 
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Mr,  Long.  I  don't  know  it  now,  but  you  could  easily  find  them 
out;  I  can  furnish  that  information  if  you  would  like  to  nave  it 

Mr.  Jefferis.  Have  you  got  it  here? 

Mr.  Long.  No,  sir. 

Mr,  Jeffebis.  How  long  would  it  take  you  to  get  it? 

Mr.  Long.  A  few  days. 

Mr.  Jefferis.  You  entered  into  the  knapsack  business  in  June, 
1918? 

Mr.  LoNQ.  Well,  this  kind  of  knapsack,  I  think  the  first  order  we 
took  was  in  June  or  July ;  about  the  1st  of  July,  as  I  remember  it. 

Mr.  Jefferis.  Had  you  made  some  other  knapsacks? 

Mr.  Long.  Oh,  yes. 

Mr.  Jefferis.  AVhat  instrumentalities  were  needed  to  make  knap- 
sacks? 

Mr.  Long.  Well,  we  needed  the  factory  and  sewing  machines  and 
sufficient  knowledge  of  the  business. 

Mr.  Jefferis.  Well,  what  other  equipment  besides  sewing  ma- 
chines ? 

Mr,  Long.  Sewing  machines,  riveting  machines,  and  printing 
presses  and  various  other  things. 

Mr,  Jefferis.  Did  you  make  any  other  knapsacks  for  any  other 
government  than  the  United  Statesi 

Mr.  Long.  We  did  in  the  past,  yes, 

Mr.  Jefferis,  Early  in  the  wart 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis.  Then  you  did  not  have  to  get  any  machinery,  I 
take  it,  to  make  these  for  the  United  States? 

Mr,  Lono.  Oh,  yes;  we  used  different  kinds  of  machinery  for  the 
British  knapsacks, 

Mr.  Jefferis.  Different  kinds  of  sewing  machines? 

Jlr.  IjOng.  Yes,  sir. 

Mr.  Jefferis.  What  difference? 

Mr.  Long.  Tliei-e  was  much  leather  attached  to  it;  we  used  heavier 
machines;  leather  attached  to  it,  and  heavy  duck. 

Mr.  Jefferis.  What  kind  of  machines  did  you  use  to  make  these 
knapsacks  ? 

Mr,  Long,  We  used  principally  what  they  call  the  1641  Singer 
sewing  machines. 

Mr.  Jefferis,  \\'hen  did  you  put  up  your  factory? 

Mr.  LoKG.  The  factory  that  we  built? 

Mr,  Jefferis  (interposing).  Knapsack  factory? 

Mr.  Long.  Our  main  factory  was  built  in  1907,  the  one  we  did  the 
largest  amount  of  business  in.  Another  factory  we  bought,  and 
anotlier  factory  we  built  in  1917,  finished  the  early  part  of  1918, 

Sir.  Jefferis.  Then  you  did  not  really  build  any  factories  for 
these  knapsacks  that  you  got  a  start  into  in  June! 

Mr.  Long.  We  built  it  as  a  reserve  to  be  prepared  to  take  care  of 
any  Government  work,  supplied  it  for  that  purpose. 

Mr.  Jefferis.  T  know,  but  you  built  it  before  you  got  these  con- 
tracts? 

Mr,  Long.  Oh.  yes. 

Mr.  Jefferis.  So  you  were  anticipating  business,  then? 

Mr,  Long.  Yes,  sir. 
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Mr.  Jeffebis.  But  in  your  claims  you  placed  in  there  the  build- 
ing as  a  part  of  your  claim  ? 

Mr.  Long.  Yes,  sir. 

Mr.  Jeffebis.  Why  did  you  do  tliatt 

Mr.  Long.  Because  the  contracts  were  canceled. 

Mr.  Jeffebis.  I  know,  but  you  built  the  buildings  before  you  got 
any  contracts! 

Mr.  Long.  Yes,  sir, 

Mr.  Jeffebis.  Why  should  you  place  a  claim  against  the  Govern- 
ment then  for  any  part  of  the  building! 

Mr.  Long.  Because  we  had  a  contract  and  they  canceled  it. 

Mr.  Jeffebis,  Now,  you  were  anticipating  your  profits  then;  is 
that  what  you  are  basing  your  claim  on  i 

Mr.  Long.  Not  anticipated  profits,  but  protection  from  loss, 

Mr.  Jeffebis.  Then  it  is  damages  you  claim  for  canceling  the 
contract,  is  it? 

Mr.  Long.  Compensation  for  loss.- 

Mr.  Jepfebib.  How  could  there  be  any  loss  on  a  thing  that  you  did 
not  buy  particularly  for  that  contract  after  it  had  been  given  yout 

Mr.  IxiNG.  We  never  undertook  to  apply  our  equipment  to  any 
particular  contract. 

Mr.  Jeffebis.  Then  why  should  you  charge  it  against  any  par- 
ticular contract? 

Mr.  Long.  We  charged  it  against  all  of  the  contracts. 

Mr.  Jeffebis.  Against  all  of  them? 

Mr.  Long.  Against  all  that  were  canceled. 

Mr.  Jeffebis.  I  know,  but  as  I  understood  you  a  moment  ago  you 
had  built  that  building  before  you  had  any  of  these  contracts? 

Mr,  Long.  Yes.  sir ;  in  anticipation. 

Mr.  Jeffebis,  That  is  the  basis  of  your  claim  in  so  far  as  the  build- 
ing is  concerned ! 

Mr.  Long.  What  is  the  basis  of  my  claim? 

Mr.  Jefferis.  That  you  had  anticipated  and  built  a  building  be- 
fore you  got  the  contract! 

Mr.  Long.  We  did  not  make  any  claim  for  anticipating.  We  claim 
we  supplied  these  for  Government  contracts,  and  wnen  they  failed  to 
go  through  with  us  we  made  claim  for  our  losses. 

Mr.  Jeffebis,  In  other  words,  pay  for  the  building! 

Mr.  Long.  No;  not  pay  for  the  building;  compensation  for  the  loss 
on  it. 

Mr.  Jefferis.  Well,  do  you  understand  that  the  Government  under 
the  law  is  authorized  to  pay  you  for  such  losses? 

Mr.  Long.  I  understand  that  the  Government,  or  any  contractor, 
is  disposed  to  compensate  a  man  for  a  loss  when  the  Government 
breaks  a  contract.    We  did  not  ask  them  for  half  of  our  loss. 

Mr.  Jeffebis.  You  did  not  ask  for  half! 

Mr.  Long.  No  ;  not  half. 

Mr.  Jefferis.  Why  didn't  you  ask  for  more? 

Mr.  Long.  We  let  them  do  about  as  they  pleased. 

Mr.  Jefferis,  How  is  that? 

Mr.  Long.  We  let  them  settle  about  the  way  they  wanted  to  settle. 

Mr.  Jeffebis.  It  wouldn't  hurt  to  ask  for  more,  would  it! 

Mr.  Ix>Na.  Some  people  might  do  business  that  way ;  I  never  have. 


ORDNANCE.  2z48 

Mr.  Jeffeeis.  Did  you,  you  think,  aak  for  about  half  of  voiir 
loss? 

Mr.  LoNO.  I  think  we  asked  for  about  half  of  onr  losses. 

Mr.  Jeffebis.  And  how  about  the  other  half? 

Mr.  Long.  We  have  not  asked  for  that. 

Mr.  Jefferis.  And  you  waived  about  half  of  your  loss  and  did 
not  ask  for  it? 

Mr.  Long.  Yes,  sir, 

Mr.  Jefferis.  And  then  you  asked  for  the  other  half  and  the 
Oovernment  has  not  allowed  it? 

Mr.  IjONO.  With  the  exception  of  the  Chemical  Warfare  Service; 
they  were  so  unreasonable  that  we  put  in  a  blanket  claim ;  they 
i-efused  to  consider  our  claim  and  in  order  to  get  in  under  the  Dent 
law — I  believe  it  is  the  Dent  law — we  put  in  a  blanket  claim. 

Mr.  Jefferis.  When  did  you  put  that  in  ? 

Mr.  LoNo.  We  put  that  in  here;  they  were  very  unreasonable; 
-would  hardly  receive  it. 

Mr.  Jefferis,  Would  hardly 

Mr.  Long  (interposing).  Hardly  let  us  in, 

Mr.  Jefferis.  I  wonder  why! 

Mr.  Long.  They  had  a  lot  of  young  fellows  in  there  and  ignorant 
of  the  business. 

Mr.  Jefferis,  Seemed  to  be  afraid  of  the  claim,  did  they? 

Mr.  LoKO.  I  don't  know. 

Mr.  Jefferis.  Didn't  want  to  let  you  file  it? 

Mr.  Long,  No  ;  that  is  the  only  time  I  got  a  lawyer  in  the  case,  was 
to  eo  down  and  see  that  that  claim  was  filed. 

Mr,  Jefferis,  Well,  you  did  file  your  claim  in  January  ? 

Mr.  LoNO.  All  the  other  claims  I  was  able  to  negotiate  personally. 

Mr.  Jefferis.  Didn't  you  file  this  claim  down  here  in  January? 

Mr.  Long,  Only  in  part.  We  were  trying  to  get  them  to  take  away 
the  material  that  was  spoiling, 

Mr.  Jefferis,  When  you  filed  it  in  January  it  was  sort  of  a  blanket 
claim? 

Mr.  Long,  Ko;  they  had  a  peculiar  set  of  rules  and  regulations 
they  wanted  ua  to  conform  to,  and  we  could  not  see  any  way  to  con- 
form to  their  particular  kind  of  rules. 

Mr,  Jefferis.  AVhy! 

Mr.  Long.  So  we  put  in  a  claim  for  some  of  the  material  we  had. 

Mr.  Jefferis.  Why  could  you  not  conform  to  their  rules  and  regu- 
lations— why  couldn't  you  conform  to  the  rules  and  regulations  of 
the  Claims  Department? 

Mr.  Tx)NG,  Because  they  were  very  peculiar. 

Mr.  Jefferis.  Id  what  way  ? 

Mr.  Long,  I  would  not  undertake  to  describe.  We  filed  our  claims 
in  a  way  that  we  thought  was  a  regular  way. 

Mr.  Jefferis,  Well,  the  Claims  Board  had  a  claims  circular,  didn't 
they? 

lUtr,  LoNO.  \othing  like  the  Chemical  Warfare  Service;  I  did  not 
find  anything  else  like  that 

Mr.  Jefferis.  Didn't  they  have  Circular  lilt 

Mr.  LoKO.  As  I  understand,  they  did  not  work  out  under  Circular 
111. 
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Mr.  Jefferis.  Didn't  Maj.  Dickinson  and  Maj.  Besse  take  that  up 
with  you  J  Circular  111? 

Mr.  Long.  Why,  I  don't  know  that  Circular  111  was  referred  to, 
but  they  did,  as  I  remember  it,  they  had  a  lot  of  different  colored 
blanks  all  together  different  from  anj  other  department. 

Mr.  Jefferis.  You  mean  different  m  color  or  different  in  verbiage? 

Mr.  LONo.  Different  in  every  way, 

Mr.  Jefferis.  How  about  the  contents? 

Mr.  LoNo.  The  contents  were  different.  They  had  kind  of  an  iron- 
clad Prussian  rule  that  must  be  followed  wliether  you  could  fit  into  it 
or  not. 

Mr,  Jefferis.  So  vou  could  not  get  your  claim  up,  according  to 
that? 

Mr.  Long.  No;  we  did  not  try.  That  is,  we  did  not  try  to  get  it 
exactly  according  to  their  rules. 

Mr.  Jeftebis.  Is  that  because  you  could  not  liave  been  allowed  any- 
thing under  their  rules? 

Mr.  Long.  Oh,  no. 

Mr.  Jefferis.  How  is  that? 

Mr.  Long.  Oh,  no ;  we  could  have  got  something  under  their  rules. 

Mr.  Jefferis.  You  think  you  could  have  got  something  under  their 
rules? 

Mr.  Long.  Yes,  sir. 

Mr,  Jefferis,  Do  you  know  what  percentage  of  your  claim? 

Mr.  Long.  No,  sir;  it  was  so  unreasonable. 

Mr.  Jefferis.  You  know  those  rules  and  regulations  were  gotten 
out  by  the  War  Department  Claims  Board  t 

Mr.  Lo?jo,  They  may  have  been ;  they  were  different  from  the  other 
departments. 

Mr.  Jefferis.  You  thought  they  were  sort  of  foolish  rules,  did 
you? 

Mr.  Long.  I  thought  they  were  quite  peculiar. 

Mr.  Jefferis.  You  did  not  care  to  file  any  claims  to  conform  to 
those  ? 

Mr.  Long.  In  my  opinion  they  did  not  know  much  about  business 
in  that  department  anyway:  I  did  not  think  we  would  get  a  square 
deal  with  them.  The  only  thing  I  tried  to  have  them  do  was  to  take 
the  material  away  and  save  the  Government  a  loss  on  it.  I  tried  to 
explain  to  them  the  loss  in  the  change  of  specifications  but  they  were 
too  dense  to  understand  it. 

Mr.  Jefferis.  They  had  somebody  at  your  service,  at  the  time  you 
were  doing  these  contracts,  did  they? 

Mr.  Long.  Yes,  sir ;  they  had  a  young  man  there. 

Mr.  Jefferis.  You  knew  when  the  changes  in  specifications  were 
made,  did  you? 

Mr.  Long.  Yes,  sir. 

Mr.  Jeffebib.  That  required  less  work,  didn't  it,  under  the  new 
specifications? 

Mr.  Long.  No,  sir;  quite  a  good  deal  more. 

Mr.  Jefferis.  In  what  wayf 

Mr.  Long.  We  had  to  teach  a  new  crowd  of  people  all  the  way 
tiirough. 

Mr.  Jefferis.  Teach  them  what? 

Mr,  Long.  Teach  them  how  to  make  the  knapsacks. 
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Mr,  Jefferis.  It  didn't  take  long  to  teach  them  how  to  sew  up  a 
Iniapsack  on  a  sewing  machine! 

Mr.  Long.  I  would  like  to  have  you  come  and  try  it  and  see. 

Mr.  Jefferis.  If  I  could  run  a  sewing  machine  I  ought  to  be  able 
to  run  a  seam  up. 

Mr.  Long.  You  might. 

Mr,  Jefferis.  How  long  did  it  take  to  teach  them? 

Mr.  Long.  As  I  remeniber,  it  cost  ua  something  over  $100,000,  I 
consider,  on  account  of  the  changed  specification". 

Mr.  Jefferis.  Who  did  you  have  to  teach! 

Mr.  LoKQ.  All  the  employees. 

Mr.  Jefferis.  Men  or  wom^n? 

Mr,  LoNO.  Both.  And  thev  wanted  those  right  away ;  and  they 
wanted  us  to  keep  up  the  schedule,  so  we  haa  to  put  a  lot  more 
people  on,  because  we  delivered^  we  were  not  like  some  people,  we 
delivered  on  our  schedule  on  that  order. 

Mr.  Jefferis.  Did  you  keep  the  schedule  all  the  time! 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis.  All  the  time! 

Mr,  Long.  Yes,  sir;  on  that  order.    We  were  ahead  on  that  order. 

Mr,  Jefferis,  That  was  what! 

Mr.  Long.  1426.  In  spite  of  the  change  in  specifications  we  de- 
livered as  many  more  by  the  Ist  of  November  as  we  were  required 
to  deliver  up  to  the  1st  of  December. 

Mr.  Jefferis,  What  kind  of  claim  did  you  file,  or  did  you  file  any 
before  that  claims  board! 

Mr.  Long.  Yea,  sir;  for  the  material;  we  did. 

Mr.  Jefferis.  Was  that  in  January! 

Mr.  Long.  That  is  the  claim  that  they  settled  with  us. 

Mr.  Jefferis.  Well,  the  one  that  they  did  not  settle,  when  did  you 
file  that! 

Mr.  Long,  Oh,  we  filed  several  claims;  we  did  the  best  we  could. 

Mr.  Jefferis.  You  did  the  best  yon  could,  but  they  would  not 
settle  with  you,  is  that  it! 

Mr.  LoNO.  Yes ;  and  as  we  went  along  we  learned  more.  We  had 
a  lot  of  contracts  to  settle.  We  could  not  keep  them  in  our  minds. 
We  did  the  best  we  could  to  get  them  to  settle  up  and  make  every- 
body happy. 

Mr.  Jefferis.  The  claim  board  did  not  get  happy  on  some  of  these! 

Mr,  Long.  The  first  claim  settled  was  for  all  of  the  leather  under 
the  contracts ;  they  said  that  was  the  best  settlement  made  since  the 
war. 

Mr,  Jefferis.  I  know,  but  that  is  the  ones  you  did  settle? 

Mr.  Long,  Yes,  sir. 

Mr.  Jefferis,  Now,  the  ones  you  did  not  settle,  they  did  not  get 
happy  on! 

Mr,  Long.  No;  I  do  not  think  they  would  get  happy  anyway. 

Mr,  Jefferis.  You  would  think  they  were  naturally  unhappy,  do 
you! 

Mr.  Long,  Yes,  sir, 

Mr.  Jefferis,  When  was  this  you  filed  this  claim  in  Washington, 
$641,000? 

Mr,  Long.  That  was  a  blanket  claim,  just  about  the  last  day  so  as 
to  save  our  rights. 
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Mr.  jEFt-ERis.  Do  you  mean  late  in  June! 

Mr.  LONO.  Yes,  sir ;  I  think  so. 

Mr.  Jefferis.  You  just  thought  you  would  put  it  in  in  blanket 
form  ? 

Mr.  Lo:Na,  To  protect  our  rights,  we  thought  sometime  there  would 
he  someone  tliat  would  be  reasonable  and  discuss  the  claims  with  us. 

Mr.  Jefferis.  They  haven't  become  that  way  yet? 

Mr.  Long.  No, 

Mr.  Jefferis.  Have  you  seen  any  indications  of  it  or  not? 

Mr.  I<0NG.  No;  I  think  when  they  get  out  of  the  service  and  some- 
body of  business  experience  gets  in  they  will. 

Mr.  Jefferis.  Now,  according  to  these  witnesses  here  you  seem  to 
have  threatened  at  different  times  to  go  over  their  heads  and  go  to 
Wa.shington  'i 

Mr.  Long.  That  is  what  instructions  we  had  from  Washington  in 
cii-culars,  to  first  take  it  up  with  the  claims  board,  and  if  you  did 
not  get  it  settled,  then  to  take  it  to  another  claims  board,  and  if  you 
did  not  get  it  settled,  then  the  next  place  was  to  the  board  of  contract 
adjustment. 

Sir.  Jefferis.  Did  you  take  it  up  with  the  contract  adjustment 
board  yet? 

Mr.  Long.  No :  because  we  did  not  get  by  the  second  board. 

Mr.  Jefferis.  You  did  not  get  by  the  first  one,  did  you  ? 

Mr,  Long,  Oh,  yes ;  we  did. 

Mr.  Jefferis.  On  this  claim  you  have  now  ? 

Mr.  IjONo.  We  got  by  them  and  tried  to  talie  it  up,  and  they  would 
not  discuss  it. 

Mr.  Jefferis.  What  did  you  do  then? 

Mr.  Long.  We  tried  fi-om  time  to  time  to  pet  them  to  be  reasonable 
and  discuss  it  with  us. 

Mr.  Jefferis.  Did  you  ha\e  a  letter  up  there  before  one  of  the 
boards  from  the  Secretary  of  War? 

Mr.  IjO>*g.  I  had  a  letter  from  the  Secretary  of  War. 

Mr,  Jefferis.  Have  you  got  that  with  you? 

Mr.  Long.  No,  sir. 

Mr.  Jefferis.  Did  you  show  it  to  the  ckuns  board? 

Mr,  I>oxG.  I  will  tell  you  what  the  letter  wns.  Stating  that  in 
Cii.'-e— it  was  along  the  lines  of  the  circulai-s,  s-tatinfi  it  was  the  policy 
if  you  could  not  agi'ee  with  the  board,  in  order  to  allow  material  to  he 
sined  to  make  a  partial  settlement. 

Ml",  Jefferis.  Who  gave  you  that  letter? 

Mr.  Long.  That  was  signed  by  Secretary  Ciowell,  as  far  as  I  re- 
member. I  showed  it  to  Col.  Ifesse  in  New  York,  and  then  on  the 
strength  of  that  he  did  make  that  partial  settlement.  I  do  not  be- 
lieve we  would  have  got  that  partial  settlement  from  him  except  on 
tile  strength  of  that  letter,  and  we  fried  to  get  the  rest. 

Mr.  jEFFFJiis.  "Have  von  taken  tliis  up  with  .Vssistant  Secretary 
CroweJl  yet? 

Mr.  IjOng.  No,  sir. 

Mr.  Jkfferis.  You  haven't  taken  it  up  with  the  War  Department 
Claims  Board? 

Mr.  LoxG.  I  am  unable  in  the  regular  conri-:e  to  get  to  them. 

Mr,  Jefferis.  Why? 
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Mr.  LoNO.  Because  the  instructions  are  to  go  in  the  tegular  course, 
»»nd  Maj.  Brown  refused  to  give  us  the  information. 

Mr.  Jeffsris.  You  had  the  information  yourself,  didn't  you  ? 

Mr.  Long.  Well,  we  wanted  the  information  to  properly  present 
«  iir  claim  for  the  second  contract,  which  was  not  confirmed. 

Mr.  Jefferis.  Was  not  confirmed  ? 

Mr.  LoNo.  Yes.  sir;  in  writing. 

Mr.  Jefferis.  Well,  if  you  had  your  contract  you  would  not  need 
iinything  from  Maj.  Brown's  section  in  oi~der  to  set  up  your  claim, 
would  vou? 

Mr.  LoNQ.  We  would  have  to  have  Maj,  Brown's  approval. 

Mr.  Jefferis.  Now,  as  a  matter  of  fact,  weren't  you  trying  to  get 
information  the  Government  had,  if  any.  about  that  transaction! 

Mr.  Long.  Yes;  we  wanted  the  information.  We  did  not  think 
the  Government  wanted  to  keep  anything  secret  and  deprive  us  of 
our  riglits.     We  did  not  think  the  Government  wanted  to  cheat  us. 

Mr.  Jetfebis,  Didn't  you  keep  track  of  the  material  they  sent  you  ? 

Mr,  LoNR.  Yes;  but  we  wanted  to  know  when  they  sent  it.  We 
\^■imted  to  know  whether  they  sent  that  material  to  us  before  we  bid 
im  the  fii-st  contract,  and  thev  were  holding  it 

Mr.  Jefferis  (interposing).  Did  you  gel  it  before  j'ou  l>id  on  the 
lliii-d  contract? 

Mr.  IjOxg.  Some  of  it ;  but  we  wanted  the  whole  story. 

Mr.  Jefferis.  Well,  if  you  got  some  of  it,  wouldn't  that  be  enough 
for  you  to  make  more  than  a  blanket  chkimi 

Mr.  Long,  tt'ell,  we  were  blocked  in  it  by  Maj.  Brown. 

Mr.  Jefferis.  He  stands  between  you  and  all  pi'Ogress,  does  he, 
on  this  claim  ? 

Mr.  LoNO.  Just  at  the  present  timei  I  think  he  is  the  man  that  is- 
stopping  things. 

Mr.  Jefferis.  What  reason  does  he  give  you  for  blocking  you,  Mr. 
Long? 

Mr.  Long.  He  is  too  autocratic  to  give  us  any  reason. 

Mr.  Jeffiiris,  He  contends  that  the  claims  should  be  filed  with 
some  other  board  and  come  up  to  him,  does  he? 

Mr.  LoNO.  The  other  board  is  gone ;  out  of  business. 

Mr.  Jefferis.  You  had  a  claim  filed  before,  then,  didn't  you ! 

Mr,  Long.  Yes,  sir ;  before  thev  went  out  of  business. 

Mr.  Jeffebis.  What  became  of  it? 

Mr.  Long.  We  had  a  partial  settlement  on  that. 

Mr.  Jefferis.  Couldn  t  you  take  this  up  and  follow  it  up? 

Mr.  TjOkg.  He  refused  to  do  anything  about  it. 

Mr.  Jefferis.  When  did  he  do  that? 

Mr.  IjOSo,  I  saw  him  several  times. 

Mr.  Jefferis,  You  have  i^een  him  several  times? 

Mr.  Long.  Yes.  sir. 

Mr.  Jefferis.  And  he  still  stands  firm,  does  he? 

Mr.  LoxG,  The  lust  time  I  heard  fi-om  him  he  was  just  the  same. 

^Ir.  Jefj-eri^.  Uliat  reason  does  he  give  you? 

Mr.  Long.  He  doesn't  give  any  reason. 

Mr.  Jefferis.  Doesn't  he  claim  it  is  an  unjust  claim.  Mr.  Long? 

Mr.  Long,  Xo:  he  did  not  say  so  to  me.  It  does  not  make  any 
diffei-ence  whether  it  is  unjust  or  not.  There  might  be,  some  differ- 
ence of  opinion  on  that.     A  reasonable  man 
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Mr.  Jefferib  (interposing).  He  does  not  claim  then,  t^at  it  is 
unjust,  does  he? 

Mr.  LoNo.  So  far  as  I  know  he  has  said  nothing  about  it  on  that 
line. 

Mr.  Jefferis.  Well,  you  did  hare  those  claims  up  with  Maj.  Besse 
and  Maj.  Dickinson,  didn't  you? 

Mr,  Long.  Yes ;  we  discussed  them  somewhat 

Mr.  Jeffebir.  What  did  they  say  about  it? 

Mr,  LoNO.  They  didn't  understand  much  about  it.  I  could  not 
see  them  about  it.  They  could  not  even  see  there  was  twice  as  many 
rivets  in  the  new  knapsack,  nor  that  we  used  twice  as  much  thread. 
They  could  not  see  that  we  sliould  have  the  pay.  Absolutely  ridicu- 
lous their  attitude  was.  In  all  my  experience  in  business  I  never  saw 
their  equal. 

Mr.  Jeffbbis.  They  couldn't  see  your  way  at  all,  then? 

Mr.  LoNO.  They  could  not  see  a  plain  fact. 

Mr.  Jefferis.  Did  you  get  angry  at  them? 

Mr.  IjOno.  Once  when  Col.  Besse  was  very  insulting  I  talked  back 
to  him.     I  do  not  get  angry. 

Mr.  Jefferis.  Do  you  have  in  your  claim  now  a  sum  of  money, 
claimi^  for  transporting  employees  up  there? 

Mr.  D)Na.  Ye^  sir. 

Mr,  J^TERis.  Where  were  you  transporting  them? 

Mr.  LoNQ.  From  Boston ;  Boston  to  Framingham  and  other  places. 

Mr.  Jefferis.  Which  contract  was  that? 

Mr.  Long.  1426. 

Mr.  Jefferis.  That  is  settled,  isn't  it? 

Mr.  Long.  No,  sir. 

Mr.  Jefferis.  Why  is  it  claimed  that  you  are  entitled  to  trans- 
portation— 

Mr.  Long  (interposing).  Change  in  specifications,  in  order  to 
make  delivery  we  were  obliged  to  take  extraordinary  measures.  We 
were  obliged  to  keep  deliveries,  and  we  were  obliged  to  call  in  other 
men. 

Mr,  Jefferis.  Did  you  tell  them  at  the  time  these  changes  came 
that  it  would  cost  more? 

Mr.  Long.  No,  sir;  we  supposed  they  would  know  it. 

Mr,  Jefferis.  Did  they  agree  with  your  factory  that  there  would 
not  he 

Mr.  Long  (interposing).  Absolutely  not;  untrue. 

Mr.  Jefferis,  You  and  your  son,  either  one? 

Mr.  Long.  No  such  statement  was  ever  made;  it  is  absolutely 
untrue. 

Mr.  Jefferis.  As  a  matter  of  fact,  it  was  easier  to  make  the  new 
knapsacks  under  the  new  specifications  than  it  was  before  the 
change? 

Mr,  Long."  No,  sir;  it  cost  a  good  deal  more. 

Mr.  Jefferis.  Why  ? 

Mr.  Long.  In  time,  if  it  was  important  enough,  we  could  present 
to  you  our  pay  roll  showing  absolutely 

Mr.  Jefferis  (interposing).  I  do  not  care  about  the  pay  roll.  I 
want  you  to  tell  me  whv, 

Mr.  LoNO.  It  WHS  different:  like  teaching  a  blacksmith  to  be  a 
carpenter. 
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Mr.  Jefferis,  Just  changing  a  little  specification  in  the  knapsack? 

Mr.  Long.  It  was  quite  a  good  deal. 

Mr.  Jefferis.  What  change  was  it* 

Mr.  LoNo.  A  different  sizo;  cut  in  a  different  way;  put  together 
in  a  different  way.  If  you  were  a  factory  man  you  would  see  the 
difference  when  you  undertake  to  make  an  article  different 

Mr.  Jeffebis.  Well,  was  it  a  better  knapsack  1 

Mr.  LoNo.  I  do  not  know  whether  it  was  better  or  not  It  took 
more  material.  That  story — while  we  are  speaking  of  that,  I  would 
like  to  tell  you  in  regard  to  the  waste.  The  duck  was  all  the  same 
width  as  I  understand.. 

Mr.  Jefferis.  The  same  what? 

Mr. 'LoNO.  The  same  width,  and  we  made  a  contract  for  these 
knapsacks  and  then  they  gave  us  a  larger  one. 

Mr,  Jefferis.  A  lai^r  knapsack  f 

Mr.  LoNo.  A  larger  knapsack ;  that  is,  the  specifications  changed 
the  size  of  the  knapsack  so  instead  of  getting  a  larger  piece  of  duck 
with  a  selvage  on  it,  it  was  taken  away  una  tJiat  is  why  we  put  in 
that  claim  for  the  difference. 

Mr.  Jefferis.  Did  the  contract  provide  what  size  they  were  to 
furnish  you  t 

Mr.  LoNO.  The  contract  was  we  would  make  it  out  of  a  certain 
piece  of  material. 

Mr.  Jefferis.  About  two-thirds  of  a  yard ! 

Mr.  LoNo.  Yes,  sir;  and  then  they  changed  the  size  of  the  knap- 
sack, and  the  contract  was  we  were  to  keep  the  wastage,  and  they 
changed  it,  and  it  was  not  so  valuable. 

Mr.  Jefferis.  How  could  you  put  in  a  claim  against  the  Govem- 
.nent  because  there  was  not  enough  waste  when  you  cut  these  knap- 
sacks! 

Mr.  Long.  On  the  original  knapsack  there  is  a  piece  about  3 
inches  wide  with  a  selvage,  and  when  they  changed  them  we  did  not 
get  that;  that  is  a  valuable  piece  of  material. 

Mr,  Jefferis.  How  much  did  you  figure  it  on  this  little  piece  of 
material  t 

Mr,  LoNO,  I  think  we  lost,  that  the  loss  to  us  was  something  like 
$20,000  or  $25,000.  We  figure  closer  than  our  competitors;  that  is 
why  we  made  a  lower  price.    We  figure  all  those  things 

iMfr.  Jefferis.  As  a  matter  of  fact  your  competitors  got  the  .W-cMit-. 
knapsack  before  you  did,  didn't  they? 

Mr.  LoNo.  Fifty  cents? 

Mr.  Jeffebis.  Yes. 

Mr.  LoNO.  No ;  we  got  down  to  45. 

Mr.  Jefferi-s.  I  know,  but  they  got  to  50  before  you  did? 

Mr.  Long.  No  ;  they  had  55.  We  offered  to  take  our  second  con- 
tract at  51  and  a  fraction. 

Mr.  Jefferis.  Do  you  think  they  wei-e  getting  the  waste  too;  were 
they  getting  the  small  piece  of  duck? 

Ikfr.  LoNO.  I  do  not  know  what  they  were  doing;  I  was  not  running 
their  factory. 

Mr.  Jefferis.  Did  they  give  you  at  any  time  Circular  111  to  pre- 
pare your  claim? 

Mr.  Long.  We  have  had  Circular  111. 

Mr.  Jefferis.  How  is  that? 
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Mr.  Long.  We  have  had  Circular  111. 

Mr.  Jefferis.  Wliy  didn't  you  prepare  your  claim  pursuant  to 
that  circular? 

Mr.  Long.  We  did. 

Mr.  Jefferis.  You  did? 

Mr,  LoNQ.  We  did. 

Mr.  Jefferis,  I  thought  you  said  that  was  the  one  you  did  not 
want  to  coinplv  with  ? 

Mr.  Long.  Oh,  no ;  I  said  they  had  a  peculiar  form  under  whidi 
they  wanted  us  to  make  our  claim. 

Mr.  Jefferis.  Oh,  it  was  the  form  of  the  contract? 

Mr.  Long.  The  form  for  making  out  the  claim, 

Mr.  Jefferis.  You  wouldn't  use  that? 

Mr.  Long.  We  could  not  see  our  way  clear  to  use  it. 

Mr.  Jefferis.  Didn't  you  use  it  in  any  other  cases? 

Mr.  Long.  No,  sir. 

Mr.  Jefferis.  Didn't  you  put  in  your  claims  on  the  forms  pre- 
scribed by  the  Department  in  any  of  these  cases? 

Mr.  Long.  All  the  others  have  reasonable  forms.  We  did  not  see 
how  we  could  use  these  forms, 

Mr.  Jefferis.  Now,  did  I  understand  you  that  your  campaign 
manager  up  there  got  up  two  forms  of  telegrams:  one  that  you 
sent  to  Mr.  Graham  and  the  otlier  that  you  gave  to  the  newspapers 
in  Massachusetts? 

Mr,  Loxg.  I  understand  that  there  were  two  telegrams  sent. 

Mr.  Jefferis.  How  is  that? 

Mr,  Long.  Two  telegrams  were  sent,  as  I  understand  it. 

Mr.  Jefferis.  Wlio  to? 

Mr.  Long.  I  could  not  tell  you  that. 

Mr.  Jefferis.  Do  you  mean  to  say  that  you  sent  two  to  Mr. 
Graham,  chairman  of  this  committee,  or  just  one? 

Mr.  Long.  I  believe  there  were  two  sent  to  him. 

Mr.  Jefferis.  How  is  that? 

Mr.  liONG.  I  think  there  were  two  sent  to  him, 

Mr.  Jefferis.  He  has  only  gotten  one,  and  the  other  seems  to  have 
gotten  into  the  Massachusetts  papers.  Can  you  tell  how  that  hap- 
pened? 

Mr.  Long.  No;  I  thought  he  got  two. 

Mr.  Jefferis,  How  is  that? 

Mr.  Long.  I  understood  your  chairman  to  say  that  he  got  two. 

Mr.  Jefferis.  No  ;  he  has  one  herepublished  in  the  Massachusetts 

fiapers  and  the  other  came  by  wire.  Was  the  idea  in  having  one  pub- 
isEed  in  Massachusetts  for  home  consumption,  and  the  other  sent 
here  to  the  chairman? 

Mr.  Long.  I  guess  not. 

Mr.  Jfj-feris.  How  is  that? 

Mr,  Long.  I  don't  think  so.  I  should  say  it  was  the  fault  of  the 
telegraph  service  if  he  did  not  get  them. 

Mr.  Jefferis.  You  think  the  telegraph  people  sent  one  to  the  news- 
papers and  one  to  Mr.  Graham,  do  vou? 

Mr.  Long.  I  did  not  say  what  they  did.  I  say  if  he  did  not  get 
them  it  must  have  been  the  fault  of  the  service. 

Mr.  Jeffxris.  Your  contracts,  I  take  it,  haven't  anything  relative 
to  cost-plus  in  them,  in  any  way  ? 
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Mr.  LoNO.  No,  sir;  I  do  not  recall  that  I  ever  took  a  cost-plus  con- 
tract from  anybody. 

Mr.  Jetfehis,  You  never  took  a  cost-plus  contract? 

Mr.  Long.  I  do  not  recall  that  I  ever  did ;  I  do  not  believe  in  it. 

Mr.  Jefferis,  Did  vou  charge  any  other  item  of  labor  against  the 
Government,  men  and  women,  other  than  this  circumstance  of  transr 
portation  that  you  speak  of? 

Mr,  Long.  On  that  particular  contract? 

A&.  Jefterib.  Yes. 

Mr.  Long.  We  charged  all  the  additional  cost. 

Mr.  Jeftehis.  Did  you  charge  any  cost  of  labor  of  any  other  con- 

Mr.  Long.  I  do  not  recall  that  we  had  any  other  contract  where 
we  put  in  a  claim  for  a  change  in  specifications.  I  had  one  in  the 
leather  division  where  we  might  have  had  a  very  large  claim  for  a 
change  in  specification,  but  we  did  not  put  it  in. 

Mr,  Jefferis.  You  paid  the  fares  for  those  people? 

Mr.  Long.  Yes.  sir. 

Mr.  Jefferis.  Back  and  forward  from  Boston,  is  that  the  idea? 

Mr.  Long.  Yes.  sir;  that  is  the  idea. 

Mr.  Jefferis.  Did  you  pay  them  anything  else  other  than  their 
railroad  fares? 

Mr.  Long.  I  don't  remember. 

Mr.  Jefferis.  Did  you  keep  an  itemized  statement  of  that? 

Mr,  Long.  Yes,  sir. 

Mr.  jEFi-ERia.  When  did  you  finally  cease  work  on  the  Government 
work? 

Mr,  Long.  Well,  we  were  practically  out  of  the  Government  work 
about  the  1st  of  January,  except  that  our  factory  had  been  tied  up 
with  the  material  until  about  the  1st  of  July ;  we  were  not  able  to  get 
into  business  to  any  extent  until  about  July  1. 

Mr.  Jefferis.  Did  you  have  any  trouble  with  labor  in  your  shops? 

Mr.  Long.  No,  sir;  not  any  amount  of  trouble;  maylie  once  in  a 
while  a  little  for  a  few  people. 

Mr,  Jefferis.  About  what  time  in  the  year  was  it  that  you  stopped 
paving  fares  for  these  men  and  women? 

Mr.  Long.  About  the  time  of  the  armistice  when  we  stopped  work, 

Mr.  Jefferis.  Did  you  have  any  trouble  with  union  labor  in  your 
shops  then? 

Mr.  Long.  We  never  had  any  trouble  with  labor  at  any  time. 

Mr.  Jefferis.  Were  your  shops  unionized? 

Mr.  Long.  Not  at  that  time. 

Mr.  Jefferis.  At  any  time  of  the  year? 

Mr.  Long.  Yes;  our  shops  usually  are,  but  in  making  the  — •'■' — 
supplies  there  was  no  regular  set  of  employees. 

Mr.  Jefferies.  I  believe  that  is  all  I  want  to  ask  now. 

Mr.  Long.  I  would  like  to  put  in  this  statement  I  have  her 

Mr.  Jefferis.  What  statement? 

Mr.  Long.  This  statement  I  have  here  to  read. 

Mr.  Jefferis.  You  had  better  wait  until  we  get  through 
ing  you,  and  then  if  there  is  anything  that  is  not  covered 

Mr.  Long   (interposing).  Mr.  Chairman.  I  came  here  n 
cross-examined  particularly,    I  came  here  to  correct  a  statenr 
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we  had  charged  the  Government  exorbitant  profits.     I  think  I  am 
entitled  to  put  in  this  statement. 

Mr.  Grahau.  After  the  committee  has  concluded  its  examina- 
tion, if  you  have  a  statement  that  covers  matters  that  were  omitted, 
it  may  be  proper,  but  not  at  this  time. 
.    Mr.  Long.  Then  you  refuse  to  allow  me  to  put  in  the  statementt 

Mr,  Graham,  No,  sir;  I  have  said  that  after  the  committee  has 
finished  with  your  examination,  if  you  have  a  statement  that  covers 
matters  not  covered  in  your  examination  you  will  be  permitted  to 
oflFer  it. 

Mr.  LoNO.  If  you  decide  then  that  it  covers  matters  that  are  proper 
it  may  go  in,  but  if  not,  it  will  be  refused! 

Mr.  Grj  -" 


Mr.  Graham.  That  will  be  up  to  the  committee.  If  the  commit- 
tee thinks  it  is  permissible  it  will  go  in,  and  if  not,  it  will  not  go  in. 
The  matters  you  may  want  to  put  in  may  be  brought  out  by  Mr. 
Garrett  or  myself. 

Do  you  care  to  proceed  now,  Mr.  Garrett.  You  may  do  so,  and 
then  I  will  ask  him  some  questions,  and  then  you  may  ask  any 
further  questions  if  you  care  to  do  sa 

Mr.  Garrett.  I  would  like  to  ask  first,  before  I  decide  that  ques- 
tion, I  would  like  to  ask  him  if  he  has  examined  the  testimony  given 
before  this  committee  by  Col.  Goetz  and  Mr,  Bennett! 

Mr.  Long.  I  have  glanced  it  over  hastily. 

Mr.  Garrett.  A  part  of  Mr.  Bennett's  testimony  is  specific.  It 
brings  up  specific  contracts  and  to  my  mind  that  is  the  material 
thing  concerning  this.    Let  me  see  your  statement. 

Mr.  Long,  This  is  one  [handing  papers  to  Mr.  Garrett].  I  have 
been  charged  with  charging  exorbitant  profits  in  this  work  we  have 
done  for  the  Government  during  the  war.  And  I  have  two  letters 
from  men  in  charge  of  diflferent  aivisions  that  I  want  to  put  in  witii 
it,  and  I  want  to  put  them  in  to-day.  If  I  do  not,  I  will  put  them 
into  the  newspapers. 

Mr.  Graham.  There  is  no  necessity  for  a  person  making  a  state- 
ment of  that  kind  if  they  are  here  to  testify.  I  have  already  told 
you  that  after  we  are  through  I  will  give  you  an  opportunity  to  put 
it  in  if  it  contains  matters  not  covered  in  your  examination. 

Mr.  Garrett,  Mr.  Long,  did  you  have  any  misunderstandings  with 
Col,  Goetz  at  your  factory  while  this  contract  was  in  process! 

Mr.  IjOno.  li^ot  exactly  misunderstanding. 

Mr.  Garrett.  This  is  a  very  short  statement. 

Mr.  LoKO.  I  have  a  letter  from  Geo.  F.  Smith  in  charge  of  pur- 
chasing  

Mr.  Garrett  (interposing).  This  is  a  very  short  statement;  you 
may  read  it. 

Mr.  Graham.  Just  wait  a  moment, 

Mr.  LoNO.  I  welcome  this  opportunity 

Mr.  Grahau  (interposing).  Just  a  moment;  nobody  else  has  seen 
this  but  you. 

Mr.  Garrett.  I  have  not  read  it  in  full. 

Mr.  Graham.  Let  the  rest  of  the  committee  see  it. 

Mr.  Gahrbtt.  Certainly.  I  assume  the  responsibility  for  permit- 
ting the  witness  to  read  it  in  my  time  while  I  am  examining. 

Mr.  Graham,  Some  duties  devolve  on  the  chairman  of  the  com- 
mittee which  is,  of  course,  subject  to  the  approval  or  disapproval  of 
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the  committee,  I  do  not  think  any  statement  on  the  part  of  this  wit- 
riess  is  proper  now  until  he  has  concluded  his  examination;  then 
if  it  is  not  covered  he  can  introduce  it.  The  way  to  bring  out  evi- 
dence is  by  examination.  The  chair  will  have  to  rule,  uiuess  over- 
ruled by  the  committee,  that  it  is  not  competent  at  this  time. 

Mr,  Garrett.,!  understand  you  are  prepared  to  make  this  state- 
ment on  oath,  are  you,  Mr.  Long? 
Mr.  LoNQ.  Yes,  sir. 

Mr.  GARitETT.  There  is  a  reference  in  the  beginning  which  says 
that  statements  have  appeared  in  the  Boston  ana  other  newspapers 
purporting  to  be  made  with  the  authority  of  the  chairman  of  the 
conunittee.  Of  course,  Mr.  Chairman,  I  have  not  seen  any  state- 
ments from  the  chairman  of  this  committee.  I  only  know  by  hear- 
say— and  I  suppose  there  is  no  objection  to  my  saying  that  I  under- 
stand from  the  chairman  that  he  gave  out  some  interview,  I  do  not 
know  what  kind  of  interview  it  was — prior  to  the  time  of  taking  any 
testimony.  Whether  the  chairman  was  correctly  quoted,  of  course, 
I  do  not  know,  because  naturally  I  do  not  know  anything  about  that. 
But  it  seems  to  have  been  published  in  such  a  way  as  mat  it  made 
the  impression  in  Massachusetts  that  allegations  of  wrongdoing  were 
laid  against  Mr.  Long  by  the  chairman  of  the  committee  m  an  official 
way.  \Vhatever  interview  there  was,  was  given  out  before  a  line  of 
testimony  has  been  taken  before  this  committee,  or  so  far  as  I  know, 
before  the  Long  contracts  had  ever  been  mentioned  before  this 
ooromittee. 

It  was  a  statement  general  in  character,  and  I  think  it  is  not 
improper  that  in  any  inquiry  of  this  sort  and  in  statement  of  this 
sort  that  the  witness  be  permitted  to  respond  in  general,  provided 
his  language  is  courteous  and  carries  no  reSection  or  attacks  upon 
the  conunittee.  Of  course,  if  there  is  anything  of  that  sort  in  here 
I  would  not  ask  that  to  go  in.  But  if  it  is  simply  a  statement  of  fact, 
I  insist  that  it  is  right  and  fair  and  the  square  thing  to  do  to  put  it 
in,  and  I  respectfully  appeal  from  the  decision  of  the  chair. 

Mr.  Jeffbris.  It  seems  to  me,  Mr.  Chairman,  if  the  witness  here 
claims  that  he  did  not  make  any  profits  in  these  contracts  that  those 
are  matters  that  can  all  he  brought  out  on  examination  without  put- 
ting in  a  dissertation  here  or  a  speech  about  the  thing;  if  he  knows 
what  his  contracts  were  and  that  he  made  profits  or  that  he  did  not 
make  profits  he  ought  to  be  able  to  testify  about  it.  This  statement, 
as  I  see  it,  anyhow,  is  on  a  matter  trying  to  raise  an  issue  on  some- 
thing that  was  in  some  newspaper  and  making  some  comparison  with 
other  contracts.  Now,  the  others  may  have  made  big  profits,  too. 
I  don't  know.  We  have  not  got  into  those  yet.  The  gist  of  the 
inquiry  is  profits,  and  the  witness  is  here,  and  certainly  he  can  tell 
this  committee  or  show  his  books  what  profits  he  did  make. 

Mr.  Graham.  The  question  is,  Shall  this  statement  be  received  at 
this  time!  Those  of  the  committtee  who  are  in  favor  of  receiving  it 
will  vote  aye ;  and  those  who  are  not  in  favor  of  receiving  it  now  will 
vote  no.    Mr.  Clerk,  call  the  roll. 

(The  clert  thereupon  called  the  roll,  and  Messrs.  Graham  and 
Jefferis  voted  no.  and  Mr.  Garrett  voted  aye.) 
Hr.  Graham.  The  statement  will  not  be  received  at  this  time. 
Now,  you  may  proceed,  Mr.  Garrett. 
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Mr.  Gabrett,  Mr.  Long,  what  character  of  contracts  did  you  have ; 
for  what  kinds  of  materiaH 

Mr.  IiONG.  Leather  and  textile. 

Mr.  Gahkett.  Name  some  of  the  articles  that  you  made^ 

Mr.  LoMQ.  Haversacks,  cartridge  belts,  bridles,  saddle  bags,  can- 
teen covers,  breast  collars. 

Mr.  Garkett.  What  character  of  labor  did  you  have  at  the  begin- 
ning of  your  contract! 

Mr.  LoMG.  Men  and  women. 

Mr.  Gahbett.  Skilled  or  unskilled ! 

Mr.  Long.  Both. 

Mr.  Garrett.  Did  you  have  any  labor  that  had  any  great  experi- 
ence in  making  the  articles  that  you  were  making! 

Mr.  LoKG.  We  had  some  labor  that  had  experience. 

Mr.  Garhett.  Your  business  is  regularly  that  of  a  shoe  manufac- 
turer, isn't  it ! 

Mr.  Long.  We  manufacture  shoes  and  shoe  machinery;  and  we 
made  equipment  for  the  British  GoTemment  in  1915. 

Mr.  Gabrett.  What  character  of  equipment? 

Mr.  Long.  Knapsacks  and  things  of  that  kind. 

Mr.  Garkett.  Did  you  make  any  harness! 

Mr.  LoNO.  It  was  quite  similar  to  harness;  heavy  leather  belts, 
quite  similar  to  harness  goods. 

Mr.  Garbett.  It  has  been  stated  before  this  committee  that  the 
amount  of  contracts  on  which  you  filed  claims  for  damages  and  set- 
tlements amount  to  $10,407,090.40;  do  you  remember  whether 
that  is ^ 

Mr.  Long  (interposing).  I  sliould  say  that  is  approximately 
correct. 

Mr.  Garrett.  Do  you  recall  what  you  delivered  on  it! 

Mr.  Long.  I  think 

Mr.  Garrett  (interposing).  And  those  upon  which  you  have 
filed? 

Mr.  Long.  No;  some  of  the  contracts  were  pretty  well  comt>leted 
and  some  not  completed. 

Mr.  Garrett.  Do  you  recall  the  value  of  the  canceled  contracts! 

Mr.  Long.  That  would  be  the  same;  the  vaiue  of  the  canceled  con- 
tracts would  be  the  SRme  as  the  value  or  the  amount  of  the  claim. 

Mr.  Gabrett.  It  is  stated  that  you  charged  for  the  maintenance 
of  your  factory  $73,448.82;  what  did  that  item  consist  of!  I  mean, 
rfhnt  did  that  charge  consist  of! 

Mr.  Long.  That  consisted  of  the  operating  expenses  of  the  factory 
and  the  carrying  charges  running  from  the  time  until  we  could  get 
back  into  business. 

Mr.  Garbett.  In  other  words,  somewhat  in  the  nature  of  rent 
while  you  were  cleaning  up ! 

Mr.  LoNo.  Yes:  rents  and  carrying  charges;  interest  on  capital. 

Mr.  Garrett.  Mr.  Long,  you  have  heard  the  testimony  here  about 
these  special  facilities.  I  wish  you  would  give  the  committee  a 
specific  statement  about  this  matter  of  special  facilities  that  you 
have  charged. 

Mr.  LoNO.  The  special  machinery  bought  for  war  contract  that 
cost  about  $020,000.     When  we  turned  over  we  took  down  alt  our 
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regular  machineiy  and  put  it  in  storage  until  the  last  of  the  war  and 
used  our  entire  plant  for  the  purpose  of  making  war  supplies. 
Air.  Gabreit.  Well,  what  cnaracter  of  machinery  did  you  buy? 
Mir.  Long.  Sewing  machines,  machines  that  have  not— 4hat  is,  the 
principal  machine  we  hought  was  the  1641  machine;  I  think  we  have 
about  3,000  of  those  machines,  and  they  cost  us  $125,000.  We  have 
called  upon  people  to  get  out  of  them  something  like  $15,000.  That 
was  one  type;  there  were  a  great  many  other  types. 

Mr.  Gahbett.  Have  you  been  allowed  anything  on  special  fa- 
cilities! 

Mr.  Long.  Yes.  sir. 

Mr.  Garrett.  But  a  part  is  in  disagreement? 
Mr.  Long.  I  beg  pardon! 

Mr.  Garrett,  a  part  of  your  claim  for  that  is  in  disagreement 
still? 

Mr.  Long.  On  the  gas  defense  there  is  no  part. 
Mr.  Garrett.  Just  on  the  special  facilities  in  connection  with  the 
gas  defense? 

Mr.  Long.  Yes,  sir. 

Mr.  Garrett.  Now,  it  has  been  stated  here  that  there  was  a  con- 
tract for  ration  bags,  given  on  April  15, 1918,  marked  in  the  contract 
"  Urgent  need  "  and  was  to  be  completed  25  per  cent  in  September, 
the  same  in  October,  November,  and  December.  There  was  nothing 
done  on  this  contract  at  all.  The  whole  thing  was  canceled,  and 
Mr.  Long  got  $10,091.67  for  canceling.  The  Grovernment  got  $325. 
the  things  which  Mr.  Long  did  not  use  in  his  future  work,  and  Mr. 
Long  got  $16,700  worth  of  raw  materials,  and  he  allowed  the  Govern- 
ment ft)r  it  $133.33.    What  you  have  to  say  about  that  statement! 

Mr,  Long.  That  contract  was  delayed  through  the  fault  of  the 
Government ;  they  failed  to  furnish  us  materials  in  part,  and  in  part 
the  material  furnished  was  unfit  to  use,  so  they  held  us  up  under  that 
contract. 

Mr.  Garrett.  By  the  way,  could  you  give  the  committee  about  the 
percentage  of  rejections,  what  per  cent  was  out  of  Government- 
furnished  material  and  what  part  out  of  material  that  you  furnished  ? 
Mr.  Long.  The  Government  inspectors  would  not  reject  anv  mate- 
rial furnished  hy  the  Government  hardly.  They  would  take  any- 
thing. 

Mr.  Garrett.  I  am  talking  about  finished  products  made  out  of 
the  material  furnished  by  the  Government;  did  they  reject  any  of 
those! 

Mr.  Long,  When  the  Government  furnished  the  material  they 
would  take  things  very  inferior. 

Mr.  Garrett.  What  about  this  statement  that  Mr.  Long  got  $16,700 
worth  of   raw   material,   and  he   allowed   the  Government   for   it 
$133.33? 
Mr.  Long.  Well,  I  don't  think  that  is  correct. 
Mr.  IjOng.  Well.  I  don't  think  that  is  correct.    I  can't  conceive 
how — that  is  an  untrue  statement. 
Mr,  Garrett.  That  is  page  K  17.    Are  those  contracts  here? 
Mr,  Graham,  Yes:  they  are  all  here  in  the  office. 
Mr.  Garrett.  I  think  it  might  perhaps  aid  the  witness. 
Mr.  Graham,  Wliat  is  the  number  or  that  contract ! 
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Mr.  Garrett.  I  don't  know.  It  is  not  given.  Ration  bags,  and 
then  the  next  is  rifle-belt  contracts. 

I  am  going  bo  pass  over  some  of  these  until  we  get  the  contracts, 
but  I  want  to  ask  you  about  some  of  the  cutting  of  material  here. 
Here  is  the  statement : 

Mr.  Ben.nett.  20.000  ration  bags  complete,  amount  of  contract  Is  S97,0OO, 

That  is,  meaning  Mr.  Long — 
takes  the  sum  of  $43)0  as  a  premium  for  having  taken  that  contraa  and 
held  It  until  the  Government  canceled  It,  and  then  he  cbaraes  the  Government 
for  33,004  square  feet  at  50  cents  per  square  foot,  $16,700,  and  he  allows  ■ 
salvage  value  on  it  of  ¥11,133.33. 

Back  in  this  other  part  of  it — I  guess  there  is  where  that  error 
was.  It  appears  the  salvage  value  was  $11,133.  Then  some  washers, 
and  so  forth,  were  turned  back  to  the  value  of  $325. 

Now,  Mr,  Bennett  undertook  to  figure  out  for  the  conunittee  what 
amount  of  leatlier  it  would  take  to  cut  certain  latigo  strings  from. 
He  says : 

All  that  I  can  fini)  In  regard  to  latigo  leather  on  tbe  ration  t>aK  calls  for  10 
little  pieces  or  thongs  There  are  four  of  them  |  of  nn  inch  wide  by  32 
Inches;  there  are  four  that  are  A  Inch  wide  by  8J  inches;  two  that  are  I 
hy  30J  inches.  The  actual  square  Inches  In  these  thongs  amount  to  94^  square 
inches.  That  Is  all  the  thoags  It  takes.  Multiplying  by  20,000  of  those  units 
and  we  have  1,185,000  square  Inches  of  actual  leather  that  it  would  take.  I 
don't  want  to  discount  Mr.  I^^ng  at  all.  I  suppose  In  cutting  latlgo  leather 
into  thongs  there  would  he  15  to  20  per  cent  wastage  in  the  height,  although 
we  do  cut  them  in  small  circles  and  with  very  little  waste.  That  nun]t>er  of 
square  inches  reduced  to  feet  net  13,930  square  feet  of  latlgo  leather  used  In 
the  manufacture. 

Now  he  states  that  was  the  amount  that  would  be  required,  and 
that  you  charged  the  Government  back  with  34,400  square  feet. 

Mr.  Long.  He  is  misrepresenting  the  situation.  If  he  knows  any- 
thing about  latigo  leather  he  knows  that  to  cut  those  strings,  they 
must  be  cut  straight  and  you  could  onlv  use  a  certain  part  of  the 
hide,  the  best  part  running  from  the  tail  at  the  back  up  toward  the 
shoulder,  only  a  square  piece,  and  all  the  rest  is  waste.  Now  the 
leather  provided  on  that  has  onlv  the  allowance  that  is  allowed  at 
the  Rock  Island  Arsenal,  and  whatever  we  got  on  that  we  turned 
over  to  the  subcontractor.  That  is  an  absolute  misrepresentation. 
We  were  not  allowed  and  we  did  not  ask  to  cut  those  strings  in 
circles.    It  would  not  be  satisfactorv. 

Mr,  Graham.  Gentlemen,  we  will  have  to  go  to  the  floor  of  the 
House  now.  It  is  evident  we  are  not  going  to  get  through  to-night. 
We  can  conclude  this  in  the  morning,  however,  and  wilt  do  so,  I 
suggest  that  we  defer  further  examination  until  10  o'clock,  and  that 
we  proceed  then  with  this  matter.  The  conunittee  stands  adjourned 
until  10  o'clock  to-morrow  morning, 

(Whereupon,  at  5.20  p.  m..  the  committee  adjourned  until  10 
o'clock  a.  m.,  Tuesday,  October  28,  1919.) 
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Subcommittee  Xo.  u   (Ohdnance)   of  the 
Select  Committee  on  Expenditures  in  the 
Wae  Department,  House  of  Representatives, 

Tuesday,  October  £S,  1910. 
The  subcommittee  met  puisiinnt  to  adjotiriinient  at  10  o'clock  a.  m.» 
Hon,  William  J.  Graham  (chairman)  presiding. 

Present,  also  Hon.  Albert  W.  Jetferis  and  Hon.  Finis  J.  Garrett. 
Mr.  Graham.  The  committee  will  be  in  order.     Mr.  Garrett,  you 
may  proceed. 

TESTIHONT  OF  HR.  RICHARD  H.  LONG— Resnmed. 

Mr.  Garrett.  Mr.  Long,  when  the  committee  adjourned  yesterday 
afternoon  I  think  I  was  making  some  inquiries  about  the  contract 
for  ration  bags? 

Mr.  Long.  Yes. 

Mr.  Garrett.  I  do  not  recall  just  exactly  the  stage  of  your  answer. 
Had  you  concluded?  I  had  asked  you  what  you  had  to  say  in 
regard  to  the  testimony  that  had  been  taken. 

Mr.  Long.  I  would  like  to  make  a  statement  at  this  time  about  the 
telegram  which  was  sent  to  the  chairman  of  this  committee. 

Mr.  Graham.  What  is  the  question  ? 

Mr.  Garrett.  Mr.  Long  interrupted  to  say  that  he  would  like  to 
make  a  statement  at  this  time  about  the  telegram  which  was  sent  to 
the  chairman  of  the  committee. 

Mr.  Graham.  Well,  that  is  all  right;  he  may  proceed. 

Mr.  Long.  I  wish  to  withdraw  that  part  of  the  statement  charging- 
that  the  chairman  of  this  committee  knowingly  made  any  false  state- 
ments. I  can  see  now  that,  relying  on  testimony  like  that  of  Mr. 
Bennett  and  information,  I  should  not  have  included  that  in  the 
telegram. 

Mr.  Garrett.  Had  you  concluded  all  vou  desired  to  say  about  this 
ration-bag  contract  and  the  settlement  thei-efor? 

Mr.  Long.  The  statement  of  Mr.  Bennett  that  we  did  nothing  on 
tliat  contract  is  untrue.  We  received  on  that  contract  from  the 
Government  $42,357,40  worth  of  material.  We  furnished  on  our 
own  account  a  considerable  amount  of  material,  and  we  were  at 
large  expense  in  preparation  for  carrying  on  that  contract,  particu- 
larly owing  to  the  fact  that  the  Government  failed  to  deliver  all 
the  parts  of  the  material  that  were  necessary  to  carry  on  the  contract. 

Mr.  Garrett.  The  next  contract  mentioned  bv  Mr.  Bennett  is  that 
for  belts  for  rifles,  dated  May  10. 1918. 

Mr.  Long.  What  is  the  amount  of  the  contract? 
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Mr.  Gabrett.  The  amount  of  the  contract  is — well,  15,000  belts. 
Then  there  is  a  second  contract  for  rifle  belts,  dated  June  20,  1918. 
Well,  what  have  you  to  say  about  that  first  contract  ? 

Mr.  Long.  On  all  the  belt  conti-acts  we  were  delavetl  on  account  of 
the  failure  of  the  Government  to  furnish  material.  In  nianv  cas€^ 
we  loaned  the  Government  material  of  our  own  so  that  deliveries 
could  be  made.  We  were  at  a  large  loss  to  ourselves  all  the  way 
through  because  of  the  failure  of  the  Government,  and  in  order  to 
overcome  that  loss  and  to  assist  in  supplying  the  needs  of  the  Army 
we  went  out  into  the  market  and  purchased,  many  times  at  much 
higher  cost,  materials  in  order  to  keep  our  factory  running.  In 
many  cases  we  were  obliged  to  instruct  several  different  sets  of 
operators,  owing  to  the  fact  that  we  had  to  shut  down  departments, 
ml  on  account  of  the  failure  of  the  Government  to  carry  out  its 
part  of  the  contract. 

Mr.  Garrett.  Do  you  state  that  that  situation  is  true  is  true  with 
regard  to  either  or  both  of  these  contracts  for  belts  for  rifles? 

Mr.  Long.  Yes;  the  Government  was  very  much  behind  on  both 
the  contracts,  and  particularly  on  hardware,  for  rifle  belts. 

Mr.  Gabrett.  The  next  contract  mentioned  here  is  a  contract  for 
cartridge  belts,  dated  April  4,  1918,  delivery  to  be  made  25  per  cent 
to  be  made  in  September,  October.  November,  and  December,  re- 
spectively.   Nothing  done  on  that,  so  Mr.  Bennett  says, 

Mr.  Long.  What  is  the  number  of  that  contract! 

Mr.  Gabrett.  The  number  is  not  given.  I  have  not  the  nuiul>ers 
of  these  contracts  in  any  instance.  If  we  had  that  sheet  before  us 
that  Mr.  Bennett  used,  perhaps  it  might  tell  us. 

(The  sheet  referred  to  was  produced  and  spread  on  the  committee 
table.) 

Mr.  Garrett.  The  statement  is  that  he  gets  for  cancellation 
$2,677,45.  That  does  not  seem  to  be  it.  if  that  is  the  case,  because 
this  states  $3,722  for  cancellation.  Here  is  another  item  of  cartridge 
belts.  This  is  it,  I  assume,  because  the  amount  given  for  cancellation 
is  the  same.    That  is  No.  5949-4049EQ. 

Mr.  LoNO.  I  find  we  received  $1,840  on  that. 

Mr.  Garrett,  Well,  the  particular  question  there  is,  what  was 
done  on  that  contract,  if  anything? 

Mr.  Long.  We  received  from  the  Government  $18,139.90  of  mate- 
rial. Tliat,  with  all  other  of  the  cartridge-belt  contracts,  was  de- 
livered as  fast  as  the  Government  furnished  us  with  the  material. 
We  were  at  a  great  loss  in  all  of  those  contracts  on  account  of  the 
failure  of  the  Government.  It  was  first  one  thing  and  then  another 
that  they  failed  to  deliver. 

Mr.  Garrett.  Do  you  know  whether  on  this  particular  contract 
any  work  had  been  done  on  the  material  furnished?  Had  it  been 
partly  prepared,  or  do  you  J^now  how  that  is? 

Mr.  Long.  We  received  and  cared  for  their  materia)  and  supplied 
material  of  our  own.  and  held  facilities  for  carrying  it  out  when 
the  Government  did  furnish  their  part  of  the  contract. 

Mr;  Garrett.  The  next  contract  to  which  the  attention  of  this 
committee  was  directed  in  the  testimony  of  Mr,  Bennett  was  a  con- 
tract for  artillery  bridles,  dated  May  3.  1918,  to  begin  on  June  1. 
700  per  month,  and  to  be  completed  November  1,  the  amotmt  of  the 


iiyGoO^lc 


ORDNaml'l:.  2259 

contract  being  $16,158.10.  Apparently  that  is  Xo.  P7208-4578EQ. 
It  is  stated  that  that  was  canceled  but  marked  "  standard  allowance." 

Mr.  Loxo.  We  were  waiting  on  them  for  material.  I  will  say  that 
on  all  these  bridle  contracts  we  suffered  a  ^-eat  loss,  beginning  with 
the  first  that  we  had,  for  100,000  bridles.  The  Government  delayed 
us  so  that  we  were  obliged  to  instruct  several  different  sets  of  opera- 
tors, and  although  they  agreed  to  furnish  the  material,  they  were 
unable  to  do  so,  and  at  their  special  request  we  went  out  into  the 
market  personally  and  bought  material,  and  we  were  given  a  sup- 
plementary contract  to  allow  us  to  purchase  the  material  because 
they  were  unable  to  get  it.  That  caused  a  delay  on  all  the  subse- 
quent contracts  for  bridles. 

We  also,  at  the  request  of  the  Government,  discontinued  manufac- 
turing many  different  articles,  to  take  up  the  making  of  such  other 
nrticles  as  the  War  Department  were  badly  in  need  of.  Our  factory 
was  in  a  state  of  constant  change,  in  order  to  carry  out  their  requests, 
and  we  suffered  excessive  losses.  On  that  particular  contract  I  believe 
they  never  furnished  the  material  necessary  for  us  to  go  ahead 
witn  it. 

Mr.  Garrett,  The  next  contract  mentioned  is  one  upon  which  work 
Tvas  done,  seems  to  be  a  contract  for  chapes,  $18,9.59.36  being  the 
amount  of  the  contract,  the  number  being  P10415-5622. 

Mr.  LoNO.  If  I  remember,  the  Government  furnished  the  material 
for  that  contract,  and  then  the  delay  was  because  the  material  fur- 
nished was.  at  their  request;  used  on  other  contracts.  There  was  a 
continual  shortage  of  webbing,  and,  in  order  to  help  out  on  that 
shortage,  we  undertook  to  supply  new  facilities,  and  went  to  the 
expense  of  several  hundred  thousand  dollars  trying  to  build  and 
develop  plants  to  manufacture  webbing.  We  have  not  received  any 
compensation,  whatever,  up  to  the  present  time,  for  that  large 
expenditure. 

Mr.  Garrett.  Now,  the  next  contract  mentioned  in  the  testimony 
of  Mr.  Bennett  is  the  contract  for  pannier  pack-saddles.  10,000,  the 
amount  of  the  contract  being  $455,000,  the  number  of  it  being — it 
seems  to  be  P770-4S22EQ.  The  statement  is  that  nothing  was  done 
on  that  contract,  that  the  Government  took  over  the  material ;  that  he 
turns  over  amounting  to  $91,771.96,  and  Mr.  Long  retains  $92,780.53, 
and  pays  for  it  $43,222.80. 

Mr.  Long.  That  statement  is  absolutely  untrue.  We  had  $20,928 
of  parts  and  parcels.  A  large  amount  of  material  was  turned  over  to 
the  T'nited  States,  and  then  partly  or  all  retained  by  the  contractor. 
That  was  an  article  that  had  not  been  made  in  this  country,  except  to 
a  very  small  extent.  We  spent  an  immense  amount  of  money  in 
developing  equipment  to  produce  this  article,  and  wo  also  worked 
with  the  department  so  that  other  contractors  later  would  have  the 
benefit  of  our  experience.  It  was  an  absolute  loss  to  us.  and  the 
amount  we  received  did  not  begin  to  compensate  us. 

Mr,  Garrett,  The  statement  is  that  you  retained 

Mr,  Long.  Excuse  me.  The  leather  on  that  contract  that  we  re- 
tained was  afterwards  sold  at  a  loss  by  us. 

Mr.  Garrett.  You  mean  that  you  sold  the  leather  that  you  retained 
on  that  contract  at  less  than  you  paid  the  Government  for  it  ? 

Mr,  Long,  Yes. 
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Mr.  Garrett,  What  character  of  leather  was  tliat? 

Mr.  Long,  Black  harness  leather.  We  also,  on  that  contract,  like- 
all  the  others,  carried  them  along  for  five  or  six  months,  so  that  what 
money  we  did  get  was  only  worth  50  cents  on  the  dollar  of  what  it 
would  have  been  worth  if  we  could  have  received  payment  at  th© 
time  of,  or  soon  after,  the  armistice. 

Mr.  Garrett.  Now,  another  contract  that  is  referred  to  here  is  on© 
for — apparently  these  must  refer  to  contracts  upon  which  nothing- 
was  done.    He  states  as  follows: 

Trncta  for  artillery  holies  and  harness,  $130,155.98.    Cruppers,  $261,256.80. 

Are  you  able  to  follow  it  as  I  am  reading?  I  am  taking  them  as. 
a  lump  as  thev  are  given  in  the  testimony.  Traces  for  artillery 
horses,  first,  then,  cruppers,  $ii61.256,80.  Breast  collars,  $184,744-. 
Artillery  bridles,  $312,500.  Tool  bits.  $18,683.  Tool  kits  again, 
$24,652.37.  Covers  for  breach-lock  mechanism  arrangement,  $47,- 
826.90.  Surgical  appliances,  under  date  of  Novemoer  9,  1918, 
$8.5,530. 

What  have  you  to  say  about  those  contracts  generally? 

Mr.  Loxu.  Why,  I  should  say  regarding  the  black  harness  leather 
contracts,  wliich  those  numbers  refer  principally  to.  that  we  lost  on 
those  contracts  several  hundred  thousand  dollars,  because  the  specifi- 
cations called  for  leather  by  the  ounce,  and  the  inspectors  required 
tielivery  of  leather  by  thickness.  The  reason  for  that  was  that  the 
Government  allowed  the  manufactui-er  of  harness  leather  to  put  a 
much  larger  amount  of  grease  and  oil  in  the  leather  than  usual. 
Notwithstanding  we  had  those  losses,  which  amounted  to  several  hun- 
dred thousand  dollars,  we  went  ahead  and  delivei-ed  according  to 
the  re<:]uirements  of  their  inspection,  and  we  did  not  make  a  claiia 
for  reimbursement  owing  to  tlieir  change  in  the  specification. 

On  those  particular  contracts  we  did  furnish  the  greater  part  of 
the  materia]  ourselves,  and  had  it  on  hand  waiting  for  the  Govem- 
nient  to  deliver  their  parts  that  they  were  supposed  to  furnish.  We- 
had  immense  losses  all  along  the  line.  We  were  practically  at  all 
times  ready  and  able  to  carry  out  our  part  of  the  agreement,  and  the 
Government  absolutely  failed  in  many  cases  to  carry  out  their  part. 

In  particular,  concerning  that  contract  for  surgical  appliances, 
that  statement  is  absolutely  unfair  and  made  out  of  whole  cloth. 
That  is,  in  that  contract  we  did  not  osk  anything  from  the  Goi'cm- 
nient  to  reimburse  us  for  any  of  our  losses  or  expenses  in  connertioa 
with  the  order. 

The  statement  that  the  order  was  taken  on  November  9  is  a  mislead- 
ing statement.  While  the  contract  was  signed  on  or  about  that  time, 
the  order  was  given  to  us  many  months  before,  that,  and  the  material 
imiight  by  us  and  supplied,  and  the  only  thing  we  asked  on  that  con- 
tract was  for  the  Government  to  take  away  the  material  and  pay  us 
what  we  paid  for  it.  In  that  case,  as  in  others,  the  Government  rc- 
rjuested  us  to  take  the  material  at  an  allowance.  In  that  particular 
cjtsp  we  have  suffered  all  the  loss  of  carrying  the  material. 

AVe  did  finally  make  an  agreement,  six  months  later,  under  the- 
contract  and  they  made  us  an  allowance,  but  we  still  have  the  ma- 
terial on  hand  and  are  unable  to  sell  it  up  to  the  present  time  at  what 
i\e  took  it  from  the  Government  for.  Then,  again,  if  we  got  tliB 
f-anie  amount  of  money  down  it  would  onlv  be  worth  about  ^0  cents 
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on  the  dollar.  If  we  could  have  received  payment  at  that  time  for 
the  material,  we  could  ho%'e  put  our  money  into  other  materials  and 
not  lost,  but  we  have  actually  incurred  a  loss  of  not  less  than  $25,000 
on  account  of  that  contract. 

Mr,  Garrett.  What  character  of  material  is  that? 

Mr.  Long.  Colored  ducli,  largely — colored  duck  and  some  small 
articles  of  hardware,  like  eyelets,  for  which  there  is  no  value  except 
the  price  of  junk. 

Mr.  Garrett.  You  say  you  had  bought  this  material  some  time 
i>efore  that  upon  verbal  order! 

Mr,  Long.  Yes ;  we  had  manv  verbal  orders,  and  in  many  cases 
-went  ahead  and  made  things  before  we  had  received  the  order — the 
■written  order. 

Mr.  Garrett.  So  that,  if  I  understand  you,  the  date  of  the  con- 
"tract  does  not  in  all  cases  represent  the  time 

Mr,  LoNO.  No. 

Mr.  Garrett.  When  the  work  actually  began  t 

Mr.  LoNO.  No, 

Mr.  Garrett,  Or  was  supposed  to  begin? 

Mr.  Loxo.  In  many  cases  contracts  were  taken  and  work  done  and 
■even  deliveries  were  made  before  the  written  contract  was  signed. 

Mr.  Garrett.  What  is  this  duck  material  used  for  commercially? 

Mr.  Long.  It  has  no  commercial  use,  so  far  as  I  know,  except  for 
Army  purposes. 

Mr.  Garrett,  Was  it  treated  in  any  way  ? 

Mr.  Long.  It  is  an  olive  drab  color.  It  can  not  be  recolored  very 
"well.    It  is  almost  impossible  to  recolor  olive  drab  duck. 

Mr.  Garrett.  What  was  the  character  of  the  leather  generally 
that  you  took  overt 

Mr.  Long.  The  leather  was  either  black  harness  leather  or  strap 
leather.  All  the  leather,  nearly,  was  for  military  purposes  and  had 
no  i-eal  commercial  value  except  as  a  substitute  for  some  leather  that 
was  of  much  lower  cost. 

Mr.  Garrett,  Could  any  of  this  leather  which  you  took  over  be 
used  in  your  regular  business  of  making  shoes? 

Mr.  Long.  Some  of  it ;  but  we  only  replaced  leather  that  could  be 
bought  at  a  much  less  price.  For  instance,  strap  leather  that  cost 
about  80  cents  a  foot  we  are  using  as  a  substitute  for  split  leather  that 
at  that  time  we  could  buy  for  15  cents  a  foot.  We  incurred  extensive 
losses  on  all  the  leather  that  we  took  back  from  the  Government. 

Mr.  Garrett,  Is  that  true  of  the  latigo  leather? 

Mr.  Long.  That  is  true  of  the  latigo  leather  in  this  respect,  that 
if  we  could  have  received  our  money  we  could  have  put  it  into  other 
leather  at  that  time.  Owing  to  the  advance  in  the  price  of  latigo 
leather,  I  think  we  did  come  nearer  getting  out  even  on  latigo 
leather.  If  we  could  have  received  our  money  for  these  goods  so 
as  to  buy  other  leather  at  the  same  time  that  the  agreements  were 
being  negotiated,  in  some  cases  we  might  have  had  no  losses,  and 
there  might  have  been  some  pro6t.  Taking  it  as  a  whole  we  lost  on 
all  of  our  leather. 

Mr.  Garrett.  I  believe  I  have  asked  you  about  the  cutting  of  this 
leather.  Mr.  Bennett  figured  out  the  number  of  square  inches  that 
ought  to  be  required.  Did  you  testify  about  that  yesterday  after- 
noon? 
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Mr.  Long.  I  think  I  did.  I  would  be  glad  to  say,  further,  that 
Mr.  Bennett's  story  that  those  laces  could  w  cut  is  aMolutely  untrue. 
Those  laces  were  required  of  a  certain  size,  and  they  had  to  be  sewed, 
and  they  could  only  be  cut  out  of  the  best  part  of  the  hide;  for  in- 
stance, from  the  back  and  tail  of  the  hide  up  about  half  way  toward 
the  head;  so  that  the  allowances  of  the  amount  that  we  should  pur- 
chas  were  according  to  the  Rock  Island  Arsenal  figures.  As  a  mat- 
ter of  fact  we  were  unable  to  apply  to  the  contracte  all  of  the  latigo 
leather  that  we  had.  We  purchased,  in  order  to  protect  the  Giovem- 
ment,  a  little  in  excess  of  the  amotmt  of  our  orders,  and  for  that 
reason  we  made  considerable  losses  that  we  had  to  pay  to  subcontrac- 
tors for  which  there  was  no  chance  for  us  to  get  recompensed  from 
the  Government. 

Mr.  Gabrett.  Another  contract  is  P6T73-4373EQ,  for  magazine 
carriers  for  a  Frpnch  machine  gun,  dated  May  27,  1918,  to  be  com- 

Eleted  July.  It  is  stated  that  on  that  certain  deliveries  were  made. 
>id  you  receive  cancellations  for  $19,-153.46? 

Mr.  Long.  That  was  an  article  to  carry  ammunition  for  a  French 
gun,  and  we  went  ahead  at  large  expense  and  fitted  up  to  manufac- 
ture that  ammunition  carrier. 

The  Government  was  supposed  to  furnish  the  duck  on  that,  to  carry 
out  that  contract.  They  failed  to  do  it.  and  it  was  delayed,  and  our 
production  was  delayed  so  that  we  had  to  shut  down  and  then  start 
up  again.  Then  finally  they  directed  us  to  stop  production  altogether 
on  it.  So  we  had  all  that  material  of  our  own  and  the  Government's 
to  take  care  of,  and  altogether  the  Government  failed  badly  to  do 
their  part,  and  we  had  excessiTe  losses  in  carrying  the  material.  We 
finally  disposed  of  it  at  a  loss  to  ourselves. 

Mr,  Gabbett,  The  statement  is  here  that  on  that  contract  yoo 
charged  back  leather,  on  one  item,  33,534  square  feet,  on  another  99,- 
101  square  feet,  and  another  item  300  square  feet,  totalling  132,9^ 
square  feet  of  leather.  The  testimony  continues,  according  to  the  fig- 
ures made  by  Mr.  Bennett,  that  allowing  for  wastage — well,  first  he 
estimates  that  there  would  be  actually  in  the  article  44.458  square  feet, 
and  allowing  50  per  cent  for  wastage  there  would  be  twice  that 
amount — 88,900  square  feet.    What  have  you  to  say  about  that? 

Mr.  LoNo.  I  would  say  that  he  is  wrong  in  his  estimates.  The 
amount  of  leather  applied  on  that  contract  was  only  what  was  re- 
quired to  carry  out  the  order. 

Mr.  Gabrett.  It  is  stated  that  you  chai^d  back  132.900  square 
feet,  and  took  it  at  50  per  cent  discount.  Have  you  anything  to  say 
about  that? 

Mr.  Long.  The  leather  was  taken  back  by  us,  I  believe,  at  50  per 
cent  of  its  cost,  and  we  carried  it  more  than  a  year  and  were  unable  to 
even  get  an  offer  of  the  amount  we  took  it  in  at,  until  some  time  in 
August  of  this  year.  If  we  could  have  sold  it  at  the  time  we  took  it 
over — if  we  had  sold  it  at  the  time  the  arrangement  was  made  we 
would  have  lost  a  number  of  thousand  dollars.  The  only  reason  we 
did  not  lose  was  the  increase  in  the  general  price  of  leather  during 
the  six  months  following.  We  asked  the  Government  to  take  it  from 
us;  we  preferred  to  have  them  take  it,  because  there  was  no  mai^et 
for  that  leather  at  that  time. 

Mr.  Gabrett,  What  character  of  leather  was  thatf 
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Mr.  LoNO.  It  wns  russet  sliotilders  and  bellies. 
Mr.  Gahrett.  What  was  that  suitable  for  commercially? 
Mr.  Long.  No  commercial  use  except  for  some  purpose  where  a 
very  cheap  kind  of  leather  would  be  used  that  would  be  worth  much 
less  in  pnoe.  One  reason  for  requiring  more  than  the  usual  allow- 
ance is  that  all  these  Moulders  and  bellies  are  irregular  pieces  and 
would  not  cut  as  closely  as  the  sides. 

Mr.  Garrett.  You  say  that  is  one  reason  for  requiring  more  than 
the  amount  that  apparently  was  required.  Is  there  any  other  reason? 
Mr.  Long,  ^fo ;  that  is  all.  If  we  had  bought  strap  leather  such  as 
■night  be  used  for  that — regular  commercial  strap  leather  and  sides- 
it  would  have  cost  about  100  per  cent  more  for  the  leather.  This 
letither  was  prepared  especially  to  make  an  ammunition  carrier  that 
would  be  strong  and  serviceable  and  at  a  reasonable  cost. 

Mr.  GAiatEiT.  Another  contract  is  for  feed  bags,  No.  EX64.  The 
statement  is: 

In  making  up  his  clBim  on  this,  Mr.  Long  has  charged  14.900  latlgo  thongs 
one-half  Inch  by  30  Inches  at  15  cents  aplec'e.  This  latlgo  leather  Is  at  ft 
hl^er  price  than  I  have  ever  seen  it.  The  schedule  la  for  53  cents.  This 
price  wonld  make  that  cost  the  Goveniment  $1.20  a  pound  when  cut  Into 
those  thongs.  The  operation  is  very  simple.  He  was  allowed  15  cents  for 
each  ttiong,  or  over  twice  the  actual  value  of  the  leatiier,  and  I  think  tlint  iiny 
man  who  Is  familiar  with  cutting  thongs  would  bear  me  out  In  saying 
tbat  the  labor  cost  of  cutting  the  thongs  was  very  slight  and  could  not 
enhance  the  value  of  from  53  cents  to  $1.20  a  pound  by  merely  slitting  up 
into  thongs. 

Mr.  Long.  That  statement  shows — is  that  Mr.  Bennett's  state- 
ment i 

Mr.  Garrett.  It  is, 

Mr.  Long.  It  shows  that  Mr,  Bennett  is  ignorant  of  the  prac- 
tical cutting  of  leather.    That  leather  also  had  to  be  cut  out  of 
the  back  in  a  straight  line  and  out  of  the  best  part  of  the  leather. 
Mr,  Garbett.  A  little  louder  please,  Mr.  Long. 
Mr.  LoNO,  Those  thongs  had  to  be  cut  out  of  the  back  anrf  side, 
and  it  meant  a  large  amount  of  waste. 
Mr.  Gabbett,  What  is  latigo  leather? 

Mr.  Long.  It  is  a  special  tannage  of  leather.  It  is  almost  like 
a  rawhide,  used  for  strmgs  and  laces.  It  is  required  to  have  a  good 
deal  of  strength  and  suitable  to  stand  the  weather  test. 

Mr.  Garrett,  wouldn't  it  be  possible  to  get  before  this  committee 
information  showing  the  comparative  costs  of  cancellation  of  the 
orders  that  I  had  as  compared  with  all  other  contractors,  either 
contractors  on  the  same  kind  of  goods  or  other  contractors! 
Mr.  GABserr.  Have  you  that  information? 

Mr.  Long.  That  information  can  be  procured,  and  I  think  it  will 
show — I  suppose  this  committee  wants  to  get  at  the  truth,  and 
that  will  show,  I  believe,  that  we  canceled  our  contracts  at  a  less 
cost  to  the  United  States  Government  than  any  other  contractor  in 
the  United  States,  and  that  we  sold  our  ^ods  at  lower  prices  than 
any  other  contractor.  I  think  that  in  justice  to  me,  particularly 
at  this  time  when  I  am  a  candidate  for  governor,  that  that  matter 
should  be  brought  out,  and  brought  out  immediately,  without  any 
delay.  I  request  that  that  information  be  presented  so  that  the 
committee  may  have  it. 
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Mr.  Gabrbtt.  You  have  not  the  infonnation  yourself? 

Mr.  Long.  I  have  not  the  information  myselt,  but  I  understand 
that  it  can  be  secured  without  delay  from  the  War  Claims  Board, 
and  I  assume  that  this  committee  has  no  intention  to  persecute  a 
man  running  for  office,  and  I  believe  that  that  information  will 
clean  up  this  hearing  eo  that  you  will  not  need  to  take  up  any  more 
time. 

Mr.  Garhbit.  I  believe  there  were  canceled  something  over  $10,- 
000,000  of  contracts  of  yours,  as  it  developed  in  the  testimony  here 
yesterday  afternoon! 

Mr.  LoNo.  Yes. 

Mr,  Garrett.  Now,  do  you  recall  what  you  received  on  thwe  can- 
cellations ? 

Mr.  LoNQ.  As  I  understand,  the  cost  of  all  cancellations,  the  total 
cost  to  the. Government,  was  less  than  9  per  cent. 

Mr.  Garrett.  Now,  let  us  see  just  what  you  mean  by  that,  Mr. 
Long.  Do  you  mean  that  you  had  at  the  time  of  the  signing  of  the 
armistice  contracts  formal  and  informal,  unexecuted,  amounting  to 
something  over  $10,000,000! 

Mr,  Long.  Something  like  that.  It  would  depend  on  how  you  fig- 
ure the  contract.  Some  of  our  contracts  called  for  a  certain  price  to 
he  paid  us,  but  we  also  had  to  take  care  of  Government  material  on 
those  contracts,  so  that  if  you  figure  the  full  value  of  that  material 
in  addition  to  the  amount  paid  to  us  for  what  we  furnished,  that 
would  make  a  larger  amount  than  if  you  simply  figured  the  face  of 
the  contracts.  In  the  adjustment  of  contracts  where  a  unit  allowance 
was  figured  it  was  made  on  a  basis  of  the  labor  and  overhead  charge, 
so  that  if  a  contract  provided  that  the  Government  furnished  the 
material,  but  the  value  of  that  material  was  not  made  a  part  of  the 
contract,  you  would  have  a  diflferent  aggregate  value  of  the  contract. 
It  might  be  said  we  had  $10,000,000  or  more  contracts  that  were  sus- 
pended or  canceled. 

Mr.  Garrett.  I  do  not  know  that  I  understand  the  technicalities 
of  that  matter,  but  let  me  see  if  I  am  right.  If  these  contracts  had 
been  concluded  you  would  have  received,  under  the  terms  of  those 
contracts,  something  in  excess  of  $10,000,000.    Am  I  right  about  that ! 

Mr.  LoNQ.  Yes ;  on  the  contracts,  but  not  those 

Mr.  Garrett.  I  am  referring  to  the  ones  that  were  not  completed. 
I  mean,  if  they  had  been  completed  and  deliveries  made  would  you 
have  received  something  over  $10,000,000,  or  do  you  know  ? 

Mr.  LoNO.  Yes ;  I  think  we  would, 

Mr.  Garrett.  And  you  say  those  were  settled  at 

Mr.  Long.  They  were  not  all  settled, 

Mr.  Garrett.  Not  all  settled ! 

Mr.  LoKO.  No. 

Mr,  Garrett.  For  those  that  were  settled  you  received  what  per 
cent? 

Mr.  LoNQ.  Why,  the  cost  to  the  Government  was  less  than  9  per 
cent  for  canceling  those  that  have  been  canceled. 

Mr,  Garrett.  Does  that  include  materials,  facilities 

Mr.  LoNO,  I  understand  that  includes  everything,  yes, 

Mr.  Garrett,  That  is  all  I  think  of  right  now,  Mr.  Chairman. 

Mr.  Graham,  I  sent  over  to  the  War  Department  at  3  o'clock  yes- 
terday for  the  ordnance  contracts  made  between  E,  H.  Long  &  Co, 
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ctnd  the  Government,  and  have  not  been  able  to  obtain  them  yet.  I 
have  just  asked  the  clerk  to  tell  them  ttiat  if  they  did  not  have  them 
up  here  in  an  hour  I  would  send  a  subposna  for  them. 

That  concludes  the  completed  contracts.  These  are  all  uncom- 
pleted 3 

Mr.  Garhett.  No;  I  beg  your  pardon;  these  are  not  all  uncom- 
pleted.   He  just  picked  out  the  ones 

Mr.  Geaham.  I  just  wanted  the  ones  that  were  uncompleted  prior 
to  the  signing  of  the  armistice.    I  can  go  ahead  awhile  with  those. 

Mr.  Garrett.  That  will  not  contain,  will  it,  the  information  in 
full  suggested  by  Mr.  Long  just  now  as  to  a  comparison  of  his 
settlements  with  other  settlements? 

Mr.  Graham.  No.  So  far  as  a  comparison  of  his  settlement  with 
other  settlements  is  concerned,  I  do  not  see  how  that  throws  any 
light  on  the  matter  that  this  committee  is  trying  to  find  out,  namely, 
whether  the  expenditures  that  were  made  on  these  contracts  were 
proper  or  improper,  or  whether  they  were  reasonable  or  otherwise, 
and  whether  tliese  settlements  that  he  now  has  pending  are  settle- 
ments that  ought  to  be  made  by  the  Government. 

I  am  entirely  willing  to  do  anything  that  will  throw  any  light  on 
his  contracts  and  his  particular  end  of  it,  but  I  am  at  a  loss  to  under- 
stand how  it  would  help  this  committee,  whose  jurisdiction  pertains 
to  ordnance,  to  go  into  a  comparison  between  what  he  made  and 
what  somebody  else  made.  If  tne  War  Department  are  able  to  fur- 
nish that  information,  they  are  able  to  furnish  it  with  a  good  deal 
more  ease  than  anything  they  have  furnished  heretofore  about  the 
matter.  I  do  not  see  how  it  is  possible  to  do  so,  in  view  of  the  fact 
that  there  are  something  like  sis  or  seven  thousand  claims  that  have 
been  filed  in  the  War  Claims  Board.  But  as  soon  as  we  get  done 
here,  if  the  committee  desires  to  go  into  it,  of  course  we  will  go 
into  it. 
Mr.  Long.  Mr.  Chairman,  may  I  say  a  word! 
Mr.  Graham.  Yes. 

Mr.  Long.  I  understand  that  in  the  War  Claims  Board,  from  time 
to  time  as  they  go  along,  they  have  a  record  showing  the  comparison 
of  costs  on  all  the  contracts,  so  I  think  you  can  get  that  information 
not  only  on  all  contracts  and  all  of  our  competitor's  contracts,  on  this 
division,  but  on  all  divisions,  and  you  will  see  that  the  cost  on  my 
contract  is  very  much  less,  not  only  than  competing  contractors,  but 
in  this  particular  division  that  you  are  workmg  upon — this  leather 
and  textile  division — the  cost  of  adjusting  the  contracts  is  only  a 
small  fraction  of  what  it  is  in  many  of  the  other  divisions. 

Mr.  Graham.  That  may  be  true.    I  do  not  know  anything  about 
that.    We  have  not  gone  into  t)iat,  and  of  course  we  could  not.    The 
field  is  too  extensive  for  us  to  cover  everything;   but,  after  all,  the 
matter  before  this  committee  is  to  find  out  what  jyour  profits  were 
and  whether  they  were  greater  than  they  should  have  been.     Now, 
that  matter  I  think  we  can  go  into  here,  and  if  we  find  we  have  not 
got  enough  we  can  go  further  witli  it  and  get  the  information  you 
suggest. 
Mr.  Long.  Mav  I  ask  a  question  t 
Mr.  Graham.  Well,  yes. 
141211— 20— VOL  2 63 
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Mr.  Long.  Will  you  give  me  information  as  to  whether  you  gave 
out  a  statement  concerning  my  contracts  before  this  hearing  to  the 
press? 

Mr.  Graham,  Which  hearing  do  you  refer  to,  sir! 

Mr.  LoNo,  A  statement  reporting  that  we  received  exorbitant 


Mr.  Graham.  Well,  you  will  have  to  show  me  the  statement  before 
I  will  state  anything  of  that  kind. 

Mr.  Long.  Will  vou  state  whether  you  made  any  statement? 

Mr.  Graham.  W^ll,  so  far  as — ^tiiis  is  not  an  examination  in  which 
yon  are  supposed  to  be  asking  the  questions. 

Mr,  LoKG.  Well,  I  am  an  American  citizen  asking  for  justice. 

Mr,  Graham.  Well,  you  will  get  justice  before  you  get  throu^i 
with  it. 

Mr.  Long,  But  it  may  be  after  election. 

Mr.  Graham.  You  will  get  it  to-day,  sir.  If  you  will  answer  the 
questions  that  are  being  asked  you  you  will  probably  find  out  before 
you  get  done  with  this  whether  justice  can  be  administered  or  not. 

Mr.  Long,  Thank  you, 

Mr.  Graham,  As  I  understand  you,  the  principal  thing  you  are 
complaining  about  here  is  that  you  claim  you  did  not  make  ex- 
orbitant profits  out  of  these  contracts  of  that  character? 

Mr.  Long.  Yes,  sir ;  that  is  one  of  the  things. 

Mr.  Graham,  Now,  if  it  is  for  the  committee  to  say  whether  out 
of  these  contracts  you  made  exorbitant  profits,  I  assume  you  will 
concede  that  it  ougnt  to  be  proper  for  this  committee  to  investigate 
your  financial  condition  now  as  compared  with  the  beginning  of  the 
contracts,  would  you  not? 

Mr.  Long.  I  do  not  think  you  could  do  that;  no.  I  do  not  think 
you  have  a  right  to  investigate  my  financial  condition. 

Mr.  Graham,  How  can  this  committee  ascertain  what  profits  you 
have  made  unless  you  are  willing  to  disclose  to  the  committee  wnat 
you  had  before  and  what  you  have  now  as  derived  from  this  business? 

Mr.  Long.  I  am  willing  to  disclose  what  we  made, 

Mr,  Graham,  Yes?  Well,  that  is  the  proposition  this  committee 
will  go  into.  Now,  at  the  beginning  of  the  war,  at  the  outbreak  of 
the  European  War,  did  you  have  a  factory? 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  What  were  you  doing;  what  was  your  business? 

Mr,  Long.  I  had  a  shoe  factory  and  machinery  factories,  manu- 
facturing shoes  and  machinery,  and  I  had  retail  stores  all  over  the 
eastern  part  of  the  United  States. 

Mr.  Graham,  Where  was  your  factory? 

Mr,  Long.  Framingham,  Mass. 

jlr.  Graham,  How  large  a  factory  was  iti 

Mr,  Long,  Why,  one  of  the  factories  was  500  feet  long,  a  five- 
stoiy  factory. 

Mr,  Graham.  What  was  the  other  one? 

Mr.  Long.  Three  other  buildings  for  the  manufacture  of  ma- 
chinery. 

Mr.  Graham.  Do  you  know  the  total  amount  that  had  been  ex- 
pended in  the  construction  of  those  fartories?  That  is,  what  they 
were  worth  at  that  time? 
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Mr.  Long.  I  should  say  the  factories  and  real  estate — perhaps  a 
ntillion  or  a  million  and  a  half. 

3Hr.  Graham.  Well,  do  you  know  what  your  i-eturn  for  taxation 
■was.  the  State  taxation,  on  that  factory  and  grounds! 

Mr.  Long.  No. 

Mr.  Graham.  Can  you  find  out  for  this  committee? 

Mr.  Long.  Yes, 

Mr,  Graham.  Will  you  do  so  so  that  we  can  have  it  before  this 
hearing  is  concluded? 

Mr,  Long.  Well,  I  could  not  say  that. 

Mr.  Graham.  Can't  you  get  into  communication  with  the  tax  au- 
thorities at  Boston  or  Framinghani  by  telephone  and  find  out? 

Mr.  Long,  I  do  not  know.    I  want  to  get  through  to-day. 

Mr.  Graham.  Are  you  willing  to  do  it! 

Mr.  Long.  I  will  do  the  best  I  can. 

Mr.  Graham.  So  that  you  can  report  after  our  recess  here  what  the 
taxable  value  was.  Now,  did  you  give  that  same  plant  in  for  local 
taxation  this  last  year  ?    Of  course,  it  was  on  the  tax  nooks,  was  it  not  ? 

Mr.  Long.  Yes. 

Mr.  Graham.  Will  vou  also  ascertain  what  the  taxable  value  of 
that  same  property  is  fi)r  the  present  year,  so  that  this  committee  can 
tell? 

Mr.  Long.  I  will  get  that  information,  as  far  as  I  can.  I  do  not  see 
how  that 

Mr.  Graham.  Well,  I  will  get  around  to  that  after  a  while.  Now, 
didyoubuildany  additions  to  that  factory  during  the  war? 

Mr.  Long.  Not  to  that  factory.    We  built  additional  factories. 

Mr,  Graham.  Where?    In  Framingham ? 

Mr.  Long.  Yes. 

Mr.  Graham,  How  many? 

Mr.  Long.  We  built  one ;  we  built  one  factory. 

Mr.  Graham.  How  big  a  f actorv  ? 

Mr.  Long.  It  cost  a  little  over  $200,000— and  bought  another  fac- 
tory. 

Mr.- Graham.  'What  sort  of  a  factory  was  the  one  you  bought? 

Mr.  Long.  A  wooden  factory ;  a  five-story  factory. 

Mr,  Graham.  What  did  it  cost? 

Mr.  Long.  It  cost  about  $75,000. 

Mr,  Graham.  You  paid  for  it,  of  course? 

Mr.  Long.  Yes. 

Mr.  Graham.  And  the  $200,000  factory  is  paid  for,  is  it? 

Mr.  Long.  Yes. 

Mr.  Graham.  Now,  are  yon  willing  also  to  disclose  to  the  com- 
mittee what  j'our  personal  return  for  taxation  was  immediately  before 
the  beginning  of  the  European  war  and  before  the  entrance  of  the 
United  States  into  this  war?    That  is,  for  the  years  1»13  and  1916? 

Mr.  Long.  Well.  I  do  not  think  that  that  is  a  matter  that  is  mate- 
rial to  this  hearing. 

Mr.  Graham.  Well,  we  are  trying  to  find  out.  Mr.  Long,  what 
profits  Tou  made  out  of  these  contracts. 

Mr.  Long.  I  will  disclose  the  amount  of  profits  that  we  made. 

Mr.  Graham.  Were  you  doing  any  other  kind  of  business  except 
this  war-contract  business  during  the  war? 
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Mr.  LoxG.  Yes,  sir. 

Mr.  Graham.  During  our  part  of  the  war? 

Mr.  l<oxG,  Yes;  doing  a  retail  shoe  business;  and  we  gave  up  all 
our  retail  stores  and  disposed  of  them  at  a  large  loss, 

Mr.  Graham.  Well,  you  were  not  doing  any  retail  shoe  business 
during  the  time  the  United  States  was  in  this  war? 

Mr.  Long.  Yes;  that  is,  we  closed  out  those  stores. 

Mr.  Graham.  When  did  you  close  them  out? 

Mr.  Long.  Why,  we  sold  them. 

Mr.  Graham.  When  ? 

Mr.  Long.  From  time  to  time,  as  we  could  dispose  of  our  leases,  in 
order  to  devote  our  entire  time  to 

Mr.  Graham,  Government  war  contract  work? 

Mr.  Long.  Military  supplies. 

Mr,  Graham.  Making  military  supplies? 

Mr.  Long.  Yes. 

Mr.  Graham,  So  at  this  time  you  have  no  branch  stores? 

Mr.  Long.  We  only  have  a  few, 

Mr.  Graham.  How  many  have  you? 

Mr.  Long,  I  think  there  are  10  or  11, 

Mr.  Graham.  Where  did  you  close  out  any  stores  during  the  war! 

Mr.  Long.  New  York  City,  Philadelphia,  Detroit,  Chicago — we 
closed  out  about  50  stores. 

Mr.  Graham.  Did  you  make  a  return  for  income  tax  for  the  year 
1916? 

Mr.  Long,  Yes. 

Mr.  Graham.  Did  you  make  one  for  this  last  year? 

Mr.  Long.  Yes. 

Mr.  Graham.  In  those  income-tax  returns  did  you  schedule  the 
amount  of  your  profits  from  your  various  business  undertakings? 

Mr.  Long.  Yes. 

Mr.  Graham.  Are  you  willing  to  let  this  committee  have  a  copy 
of  vour  income-tax  returns  for  those  two  years  that  I  have  namea— 
for  the  three  years  1916,  1917,  and  1918? 

Mr.  Long.  I  am  willing  to  give  such  information  as  will  show  the 
profits  that  we  made. 

Mv.  Graham.  Are  you  willing  to  let  us  see  your  income-tax  re- 
turns for  those  tliree  years? 

Mr.  Long.  No,  sir;  I  do  not  think  it  is  a  part  of  this  hearing. 
I  will  give  information.  I  think  it  is  an  absolutely  unfair  thing 
for  you  to  ask,  Mr,  Chairman. 

Mr.  Graham.  Then,  I  will  ask  j-ou  this:  Are  you  willing  to  give 
the  committee  that  part  of  your  income-tax  return  for  thoae  three 
years  that  shows  your  profits  from  war  contract  work? 

Mr.  Long.  I  am  willing  to  give  information  to  this  committee  that 
will  show  our  profits,  based  on  the  income  tax, 

Mr,  Graham.  Are  you  willing  to  show  us  your  income-tax  re- 
turns— that  is,  excerpts,  certified  by  the  Treasury  Department  from 
whom  I  understand  you  can  get  those  within  a  few  hours.  Are  you 
willing  to  give  us  excerpts  from  your  income  tax  returns  for  1916, 
1917,  and  1918,  sliowing  what  your  profits  were  from  war  contract 
work? 

Mr.  Long.  Well,  that  could  not  be  shown. 
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Mr,  Graham.  Why  could  it  not  be  shown? 

Mr,  Loxo.  Because  the  income  tns  will  show  all  the  profits  that 
■we  made. 

Mr.  Graham.  They  are  itemized,  are  they  not? 

Mr.  Loxo,  No,  sir, 

Mr.  Graham,  You  are  not  willing  to  exhibit  those  returns  to  us? 

Mr,  Long.  Why,  I  think  it  is  an  absolutely  unfair  thing  for  you 
to  ask  me.  I  am  willing  to  show  you  what  profits  we  made  during 
the  war. 

Mr.  Graham.  How  will  you  do  that? 

Mr.  Long.  It  shows  the  total  profits 

Mr.  Graham.  Are  yon  willing  to  show  us  your  books? 

Mr.  Long.  I  am  trj-ing  to  tell  you  now 

Mr,  Graham,  Are  you  willing  to  show  us  your  books? 

Mr.  Ix)NO.  No,  sir ;  I  do  not  think  you  have  any  right  to  ask  me 
to  show  my  books, 

Mr.  Graham.  You  do  not  imagine  this  committee  can  subpoena 
you  or  your  books  here  so  that  we  can  look  at  that  part  of  them  with 
reference  to  war  contracts?    You  do  not  believe  we  can? 

Mr.  Loxo,  I  do  not  think  you  would  gain  anything  by  it.  I  think 
you  ai*  doing  something  that  is  absolutely  unfair. 

Mr.  Graiiam.  You  have  said  that  two  or  three  times.  I  am  trying 
to  ask  you,  and  I  would  like  a  definite  answer,  whether  this  com- 
mittee can  have  access  to  your  books  relative  to  the  war  contracts 
that  Tou  have  mentioned,  to  ascertain,  if  we  can,  what  your  profits 
have  "been? 

Mr,  Long,  If  you  undertook  to  get  that  up  you  could  not  get  it  in 
a  vear. 

"ifr.  Graham.  Why  not? 

Mr.  Long.  Those  contracts  were  not  carried  on  separate  from 
others 

Mr,  Graham.  Exactly  so. 

Mr,  Long.  It  would  be  absolutely  impossible  and  you  ought  to 
know  it. 

Mr.  Graham.  Exactly  so.  Could  we  not  put  a  firm  of  accountants 
on  your  books  ? 

Mr.  Long.  No;  you  could  not  find  out  in  a  hundred  years.  All  our 
business  is  carried  on  together.  We  do  not  keep  a  separate  account  of 
one  contract  from  another.  It  would  be  ahsolutelv  impossible  to 
tell. 

Mr.  Graham,  Nobody  can  tell  from  your  books  how  nnich  yon 
made  on  any  contract  ? 

Mr.  Long.  All  you  can  tell  is  the  total.  I  am  willing  to  give  you, 
Mr.  Chairman,  the  amoimt  of  the  profits  we  made  altogether. 

Mr,  Graham,  Yes:  you  are  willing  to  state  it.  Are  you  willing 
to  show  us  the  books  that  disclose  this? 

Mr.  Loxo.  I  am  willing,  if  the  income  tax  is  not  allowed,  I  am 
willing  to  give  you  a  sworn  statement,  approved  by  them,  of  the 
amount  of  our  profits  during  these  two  years. 

Mr.  Graham.  But  vou  are  not  willing  to  exhibit  your  books? 

Mr.  Long.  Why.  t  think  it  is  absolutely  unfair.  No;  T  am  not 
willing  to  exhibit  my  books. 

Mr.  Graham.  Not  even  to  a  firm  of  certified  accountants  whom 
this  committee  might  select  ? 
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Mr.  LoNO.  I  am  willing,  after  election,  if  you  want  to  do  it. 

Mr.  Graham.  Yon  are  not  willing  before  election? 

Mr.  Loxo,  I  am  willin};  to  give  you  the  information.  You  are 
asking  something  that  is  absolutely  unfair. 

Mr.  Graham.  Well,  we  will  find  ont  about  that  later  whether  we 
can  get  it  or  not.  How  much  do  vou  sav  your  profits  were  on  this 
$22,000,000  worth  of  business  thatyon  completed? 

Mr.  Lose,  Less  than  5  per  cent. 

Mr.  Graham.  Less  than  5  per  cent? 

Mr,  Long,  Yes. 

Mr.  Graham.  How  do  you  figure  that? 

Mr.  IjOno.  Well,  our  profits  were  less  than  $1,000,000,  and  by  the 
time  we  get  into  business  again  it  will  probably  be  all  gone. 

Mr.  Graham.  How  do  tou  come  to  that  conclusion,  that  it  is  less 
than  5  per  cent  ?  What  fiave  you  got  to  show  us  that  verifies  that 
statement? 

Mr.  Long.  I  can  show  that  by  the  income  tax  returns. 

Mr.  Graham.  Well,  you  have  stated  to  us  you  would  not  let  us 
see  that  part  of  your  income  tax  returns, 

Mr.  Long.  Oli.  I  will  let  you  see  that  part  of  it,  just  the  profits 
that  were  made. 

Mr.  Graham.  When  will  yon  do  that? 

Mr.  Lono,  I  wiH  have  that  sent  down  here  so  you  can  have  it  to- 
morrow. I  would  like  to  get  home.  I  am  giving  up  my  political  en- 
gagements. I  will  have  a  sworn  statement  for  you  to-morrow  of  my 
profits  of  the  two  vears. 

Mr.  Graham,  Well,  will  it  be  taken  from  your  income  tax  re- 
turns. 

Mr.  Long.  Yes,  sir. 

Mr,  Graham.  Will  you  have  that  certified  by  the  Treasurer,  who 
has  custody  of  those  ? 

Mr.  Long,  Yes,  sir, 

Mr.  Garrett,  Provided,  of  course,  the  Treasurer  will  do  it. 

Mr.  Graham.  Yes;  I  think  he  will  do  it  for  the  individuals. 

Mr.  TjOxg.  The  treasurer?    I  am  the  treasurer. 

Mr.  Graham.  I  mean  the  Treasury  Department,  that  has  the  cus- 
tody of  these  income  tax  returns,  t  understand  that  as  a  rule  thev 
are  not  to  be  exhibited  to  any  one  except  the  individual  himself.  1 
think  they  will  give  that  to  you;  they  will  not  give  it  to  anybody 
else,  of  course, 

Mr.  Loxo.  Have  you  asked  anybody  else.  Mr.  Chairman,  to  give 
you  that  information  ? 

Mr.  Graham.  No;  we  have  not  that  I  remember  of. 

Ml'.  Long.  You  are  just  picking  on  mo.  are  you.  because  I  am  a 
Democratic  candidate  for  governor? 

Mr.  Graham.  The  point  you  are  making  here.  sir.  is  that  you 
have  not  been  making  any  exorbitant  profits.  This  committee  cer- 
tainly has  a  right  to  know  whether  your  profits  are  exorbitant  or 
whether  they  are  not,  have  they  not  ? 

Mr.  LoxG.  Why  don't  you  compare  others?  Why  don't  vou  get 
others?  '  '  "  ' 

Mr.  Graham.  What  difference  will  that  make,  so  far  as  your  in- 
dividual profits  are  concemed.  whether  John  Smith  makes  75  per 
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cent  or  whether  he  makes  13  per  cent?    That  is  a  question  we  will 
have  to  determine. 

Mr.  LoNQ.  I  should  think  it  makes  a  good  deal  of  difference 
whether  you  are  taking  a  man  that  has  made  a  customary  amount 

of  profit 

Mr.  CrRAHAH.  Well,  I  do  not  propose  to  get  into  any  controversy 
with  you.  I  am  going  to  ask  you  some  questions;  if  you  choose  to 
answ^er  them,  do  so;  if  not,  refuse  to  answer. 

As  I  understand  you,  you  will  try  to  have  this  information  from 
Massachusetts  about  your  tax  returns  in  1916  and  this  last  year  as 
soon  as  you  can  get  it,  and  that  you  will  get  a  certified  statement 
from  the  Treasury  Department  about  your  income  tax  returns? 
Mr.  Long.  Yes,  sir. 

Mr.  Graham.  How  many  contracts  did  you  have? 
Mr,  LoNO.  From  memory  I  should  say  about  200. 
Mr.  Graham.  How  were  they  divided  as  to  ordnance  and  quar- 
termaster t 

Mr.  LoKO.  I  should  say  about  two-thirds  ordnance  and  one-third 
quartermaster,  and  a  few  chemical  warfare  service. 

Mr.  Graham.  How  many  are  still  pending  where  claims  have  not 
been  allowed? 

Mr.  Long.  Seven  or  eight. 

Mr.  Graham.  What  is  the  aggregate  of  your  claims  on  those? 
Mr.  LoKG.  I  could  not  say.    I  should  say  that  our  claims  might  be 
somewhere  between  half  a  million  and  a  million  dollars.    I  think  it 
is  nearly  that  for  materials  that  we  have  on  hand — the  greater  part 
of  the  materials  that  we  have  on  hand. 

Mr,  Graiiah.  Most  of  those  are  on  these  knapsack  claims,  are  they  I 
Mr,  LoNO,  Yes.  sir;  the  bulk  of  them. 

Mr,  Graham.  How  much  have  you  received  in  settlements  of  war 
contracts  ? 

Mr.  Ix>NG.  How  much  has  been  paid  us  altogether? 
Mr.  Graham.  Yes,  sir. 
Mr,  Long.  Oh,  over  $20,000,000. 

Mr,  Graham.  I  mean  on  the  settlement  of  such  claims  as  you  have 
filed,    I  understand  you  have  been  paid  on  contracts  about  $22,000,000, 
but  that  you  have  filed  some  claims. 
Mr.  Long.  On  the  suspended  or  canceled  contracts! 
Mr.  Graham.  Yes,  sir. 

Mr.  Long.  Why  I  should  think  we  have  collected  about  $2,000,000. 
Mr,   Graham.  So  that  there  has  been   paid  you   approximately 
$22,000,000,  and  about  $2,000,000  on  suspended  contracts,  and  you 
have  claims  for  five  or  six  hundred  thousand  dollars? 
Mr,  Long.  Yes;  between  $500,000  and  $1,000,000. 
Mr,  Graham.  Now,  did   vou  hear  Col.  Goetz  testify   the  other 
day? 

Mr.  Long.  No  ;  I  did  not.  I  saw  a  newspaper  account  of  his  testi- 
mony. 

Mr.  Graiiam,  As  I  remember  it,  Col.  Goetz  testified  that  he  came 
to  your  factory  at  one  time,  as  I  remember  about  July,  1918,  and  he 
inspected  some  stuff  in  your  factory.  He  says  that  he  found  in  your 
place  stuff  ready  for  delivery  to  the  Government — artillery  breast 
collars,  halters,  saddlebags,  bridles,  and  many  other  items,  parts  c 
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harness — that  were  badly  cut,  badly  manufactured,  and  did  not  com- 
ply with  the  specifications,  and  that  he  condemned  them  and  refused 
to  accept  them.    Do  you  remember  that  visit  t 

Mr.  LoNQ.  I  understand  he  was  there;  I  did  not  see  him  at  the  time. 

Mr.  Graham.  Who  did  see  him? 

Mr,  Long,  I  do  not  know. 

Mr.  Ghaham.  Did  your  son,  Mr,  Richard  H.  Long,  jr.,  see  him! 

Mr.  Long.  My  son  is  Richard  F.  Long. 

Mr,  Graham.  Did  he  see  him? 

Mr.  Long.  I  do  not  think  so;  not  the  first  time, 

Mr.  Graham,  Was  your  son  in  charge  in  the  factory  there  or  in 
any  official  capacity  ? 

Mr.  Long,  Yes;  he  was  there, 

Mr.  Graham.  How  old  a  man  is  your  son  ? 

Mr.  Long.  Twenty-seven. 

Mr.  Graham.  How  long  had  he  been  in  the  factory  there  helping 
to  supervise  it? 

Mr.  Long.  Six  years, 

Mr,  Graham.  Was  he  in  the  Army  for  awhile? 

Mr.  Long.  No,  He  was  in  the  service  as  an  inspector.  The  d^art- 
ment  in  Washin^on  asked  me  if  I  would  let  him  come  down  to  Wash- 
ington to  help  m  getting  other  manufacturers  started  in  manufac- 
turing military  equipment.  We  were  doing  quite  a  large  business, 
and  they  wanted  our  assistance,  and  I  told  them  that  I  thought  we 
could  allow  him  to  do  that. 

Mr,  Graham.  When  was  that? 

Mr.  Long.  That  was  in  the  summer  of  1917.  He  did  that,  and  he 
was  offered  a  commission  at  that  time,  but  after  considering  the  fact 
that  we  had  such  large  contracts  I  thought  he  would  be  of  more  use 
in  connection  with  our  own  business.  But  lie  helped  out  other  manu- 
facturers for  several  months,  and  came  back  to  our  factory. 

Mr,  Graham.  When  did  he  get  back  to  your  factory  ? 

Mr,  Long,  If  I  remember,  it  was  in  September,  1917. 

Mr.  Graham.  Do  you  know  whether  he  was  included  within  the 
draft? 

Mr.  Long.  Yes;  he  was  in  the  draft. 

Mr.  Graham.  Did  you  request  that  he  be  assigned  to  your  fac- 
tory? 

Mr.  Long.  No;  sir, 

Mr.  Graham.  How  was  that  done? 

Mr.  Long.  There  was  no  request  made  on  my  part. 

Mr.  Graham.  How  was  he  exempted? 

Mr.  Long.  Why,  he  was  married. 

Mr.  Graham.  Well,  of  course 

Mr.  Long,  Do  vou  think  that  is  a  fair  question,  Mr.  Gr&ham? 

Mr.  Graham,  ^o,  sir.  But  the  question  has  been  raised  here  and 
I  want  to  know  about  it.  Various  of  these  witnesses  have  testified 
that  he  was  in  the  military  service  for  awhile,  as  they  thought,  at 
Rock  Island.    I  am  trying  to  find  out  whether  that  is  true. 

Mr,  Long.  Yes. 

Mr.  Graham.  You  say  it  is  not  true? 

Mr,  Long.  He  was  not  in  the  military  service;  he  was  an  inspector. 

Mr.  Graham.  Now.  was  he  authorized  to  speak  for  you  to  the« 
various  officers  in  these  negotiations? 
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Mr.  Long.  Oh,  well,  he  was  like  anyone  else,  a  part  of  an  organi- 
zation. 

Mr.  Graham,  Well,  was  he  an  officer  of  the  organization  ? 

Mr.  Long.  President  of  the  E.  H.  I^ong  Co. ;  yes,  sir. 

Mr.  Graham.  You  say  he  was  vice  president? 

Mr,  LoNC.  President. 

Mr.  Graham.  MTiat  was  your  official  connection  with  the  tom- 
panv? 

Mr.  Long.  Treasurer. 

Mr.  Graham.  Col,  Goetz  says  that  he  refused  to  accept  some  of 
tliis  stuff.    Did  you  know  about  it  at  the  time? 

Mr.  LoNO,  Well.  Col.  Goetz  was  pretty  well  excited.  He  was  dis- 
appointed because  New  England  majiufaeturers  were  given  more 
business  than  western  manufacturers. 

Mr.  Graham.  Why  would  that  affect  him  ?    Do  you  know  ? 

Mr.  Long.  Why,  Ke  is  a  western  manufacturer,  and  he  had  been  at 
some  of  the  arsenals  out  there  in  connection  with  buying  and  we 
■were  making  lower  prices  and  bringing  business  up  to  J^ew  England. 
There  was  quite  a  feeling.  I  think,  at  one  time  that  was  expressed 
bv  some  department  ruling  shutting  bnsiness  out  of  New  England. 
We  were  getting  too  much  of  it. 

Mr.  Graham.  Do  you  know  whether  his  criticisms  of  the  kind  of 
material  you  are  furnishing  were  correct  or  not  i 

Mr.  Long,  There  could  be  no  real  criticism  of  the  material  that 
■we  were  furnishing,  sir.  We  furnished  the  material  from  the 
sources  that  the  Government  requested,  and  material  was  inspected 
at  our  factory  by  Government  inspectors. 

Mr,  Graham,  Well,  he  says  he  rejected  some.     Is  that  true? 

Mr.  Long.  Well.  I  think  that  may  be  very  true.  I  presume  that 
perhaps  a  tenth  of  one  per  cent,  or  something  like  that,  of  the  articles 
we  had  were  rejected, 

Mr,  Graham.  Do  you  know  whether  the  stuff  you  had  been  fur- 
nishing prior  to  the  visit  of  Col.  Goetz  there  was  similar  to  the 
material  that  he  rejected? 

Mr,  Long.  We  made  millions  of  dollars  worth  of  material  and 
received  praise  for  it  from  the  different  departments. 

Mr.  Graham.  Well,  you  have  not  yet  answered  the  question.  Was 
it  similar  to  that  he  rejected? 

Mr.  Long.  You  want  a  real  answer? 

Mr,  Graham.  Well,  I  want  to  know — the  committee  have  the 
right  to  know  whether  the  material  was  good  or  whether  it  was  bad. 

Mr.  Long.  The  material  was  good. 

Mr.  Graham.  Was  it  like  that  Col.  Goetz  speaks  of  which  he  says 
he  condemned?  Now,  he  says  that  after  that  you  did  better  in  your 
factory, 

Mr.  Long,  Our  contracts  called — I  explained  that  in  mv  previous 
testimonv.  Our  contracts  called  for  leather  of  a  certain  weight, 
and  we  oought  leather  at  the  places  specified  by  the  Government, 
of  that  weight.  Then  they  asked  us  to  deliver  goods  on  the  basis  of 
thickness  instead  of  weight,  and  that  required  leather  a  little  thicker. 
W©  gave  them  more  than  our  order  called  for.  and  we  never  put  in 
any  claim,  and  never  received  any  compensation  for  that  additional 
weight,  and  I  think  all  of  the  material  tnnt  we  made  was  serviceab' 
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Mr.  Graham.  Do  you  think,  irrespective  of  what  Col.  Goetz  says, 
that  the  material  that  vou  were  putting  out  there  was  good  stuff 
and  accordingto  specifications! 

Mr.  Long.  Well,  no;  not  the  specifications;  because  hardly  any 
Army  goods  were  made  up  to  specifications.  The  specifications,  Mr. 
Graham,  were  made  in  times  of  peace  when  we  could  get  goods 
according  to  specifications.  Tliere  was  not  enough  material  in  the 
world  to  make  the  amount  of  goods  that  were  required  according 
to  the  specifications,  and  they  had  to  allow  goods  to  be  made  accord- 
ing to  the  material  that  was  in  existence.  In  our  case  we  lived  up 
the  specifications,  under  the  direction  of  the  inspectors.  Anything 
they  saw  that  was  not  right,  of  course  they  would  reject.  There 
might  be  some  part  of  an  article  that  there  might  be  some  little 
imperfection  in,  and  it  would  be  thrown  out.  But  we  had  reports 
from  the  diflTerent — particularly  on  leather  that  we  sent  them  out  at 
Rock  Island.  Our  first  order  was  for  100,000  saddle  bags,  and  we 
received  good  reports  from  them.  That  was  an  article  much  more 
difficult  to  make  than  this  black  harness  leather.  That  was  easy  to 
make,  sir — tliis  black  harness  leatiier — as  compared  with  saddle  bags 
and  bridles  that  we  made  before  that. 

Mr.  Gkahasi.  Mr.  Long,  here  is  the  specific  charge  made  by  an 
officer  who  is  still  in  the  ser^'ice.  in  the  employ  of  the  Government. 
He  says: 

I  found  artillery  Uivast  collars,  halters,  saddle  hags,  hrldles,  and  innDy 
other  Items — parts  of  liamess — badly  cut ;  badly  luanufuctured,  and  that  did 
not  comply  with  the  speciflcatlons. 

Now.  is  that  true  or  is  it  not? 

Mr.  Long.  Why,  I  should  say,  if  you  want  a  real  answer,  that 
it  was  not  true.  There  might  have  been  one  or  two  jjarts  of  articles 
that  were  not  right,  the  same  as  there  would  be  in  any  factory  where 
you  have  a  great  many  people  working. 

Mr.  Graham,  He  says  the  particular  trouble  in  your  institutioa 
was  that  in  building  up  an  organization  like  yon  had  there — I  am 
quoting  his  exact  language — 

Not  having  any  prevlnus  knowledge  of  It,  that  the  general  diameter  of  his 
supplies  would  nut  comply  with  the  Kptellleiitldn'.  They  were  cut  light; 
tliey  were  poorly  nianufnotured. 

Now,  inasmuch  as  that  statement  ha?  been  specifically  made  before 
this  committee.  I  think  we  are  justified  in  asking  you  whether  there 
is  any  truth  in  it  or  not. 

Mr.  Long.  I  should  say  there  was  not  any  real  truth  in  it.  There 
might  have  been  some  articles,  like  there  would  he  in  any  factory, 
that  would  not  be  <)uite  what  they  ought  to  be,  where  there  are  thou- 
sands of  human  beings  that  do  not  always  do  everything  exactly  the 
same.  But  in  a  genera]  way  I  have  always  been  praised  on  the 
articles  we  manufactured. 

Mr.  Graham.  Now.  another  thing  about  Col.  Goetz,  Col.  Goetz 
says  he  came  bark  to  Washington  almost  immediately  after  visiting 

f'our  factor}'  and  other  factories  which  he  had  inspected  in  New  Eng- 
and,  and  tliat  the  Xew  England  i>eople  came  down  here  and  asked  to 
have  him  discharged  or  relieved  from  liis  duties,  and  that  thereafter 
he  was  relieved.    Did  you  have  anything  to  do  with  that! 
Mr.  Long,  No.  sir. 
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Mr.  Grahah.  Do  you  know  whether  your  company  was  in  any 
Way  represented  in  that  protest  that  was  made  against  Col.  Goetz? 
Sir.  LoNO.  I  do  not  think  so.    I  was  not  interested  in  getting  Col. 
<>oetz  or  anyone  else  discharged. 

Mr.  Graham.  You  were  intei-ested  in  what  he  said  about  your 
stuff,  were  you  not? 

Mr.  Long.  Why,  in  a  way;  but,  we  were  there  to  make  goods,  and 
we  made  what  tlie  Government  wanted.  If  there  was  anything  the 
CTOvernmeni  objected  to  they  did  not  have  to  take  it.  We  were 
100  per  cent  efficient  on  our  end  of  it  as  compared  with  10  per  cent 
on  the  parts  that  they  bought  on  the  other  side  of  it.  We  made  good 
when  tney  fell  down. 

The  Chairman,  Whom  do  you  mean  by  "they"? 
Mr.  Long.  I  mean  the  Government,  in  regard  to  supplying  mate- 
rials^ etc. 

Mr,  Graham.  What  kind  of  trouble  did  you  have  as  to  thati 
Mr,  Long,  Why,  they  could  not  furnish  it;  they  did  not  furnish  it. 
We  had  to  go  out  and  get  if  for  ourselves. 
Mr,  Gbaham.  How  often  did  that  occur? 
Mr.  Long,  Why,  that  occurred  continually. 
Mr.  Gbaham.  What  sort  of  goods,  for  instance? 
Mr,  Long.  We  liad  one  contract  from  the  Government  for  400,000 
haversacks  and  400,000  cartridge  belts,  to  be  delivered  in  December, 
1917,  and  January,  1918,  where  they  were  to  furnish  most  of  the 
material.    Then  we  took  a  contract  where  we  were  to  furnish  all  of 
the  material  for  250.000,    Our  deliveries  were  to  be  ended  by  June, 
19J7.    We  delivered  our  orders  before  they  gave  us  the  material  to 
supply  the  orders,  and  in  order  to  keep  going  we  loaned  them  the 
material.    We  went  out  in  the  market  and  advanced  money  to  people 
to  hurry  up  their  factories.    We  did  unusual  things,     I  thiuK  this 
investigation  is  an  absolutelv  unfair  proposition, 

Mr,  Graham.  T  assume,  t^en,  that  you  also  think,  Mr.  Long,  that 
it  is  unfaii*  to  hold  up  your  claims  down  here  in  the  claims  depart- 
ment, or  do  you  not  ? 
Mr.  Long.  Absolutely. 

Mr,  Graham.  You  think  they  ought  to  be  paid  very  promptly! 
Mr,  Long.  Yes.  sir. 

Mr,  Graham,  That  is  your  theory  about  it,  is  it? 
Mr,  Long.  Yes,  sir ;  particularly  m  the  Chemical  Warfare  Service. 
Mr.  Gbaham.  I  assume  vou  think  Maj.  Brown,  who  is  a  member  of 
the  board  down  here  in  tlie  Chemical  Warfare  Service,  has  treated 
you  very  unfairly? 

Mr,  Long.  All  through  the  Chemical  Warfare  Service  they  wanted 
to  keep  information  from  us  that  we  asked  for  in  order  to  properly 
present  our  claims, 

Mr.  Graham,  And  when  you  went  to  Maj,  Brown  and  wanted  to 
talk  to  him  about  this  matter  and  he  refused  to  talk  to  you,  you  think 
he  treated  you  very  unfairly  ? 
Mr,  Long.  Yes,  sir, 

Mr.  Graham,  You  knew,  did  you  not.  that  at  that  time  your  claim 
had  not  yet  been  filed  here,  or  was  that  true? 

Mr.  Long,  We  were  trying  to  file  our  claims.  We  wanted  to  dis- 
cuss the  matter 
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Mr.  Graham.  Was  your  claim  filed  here  at  that  time? 

Mr.  LoKO.  AVe  filed  onr  claim  in  New  York ;  they  would  not  take  it 
here. 

Mr.  Graham.  Did  you  think  it  was  proper  for  your  to  talk  to  Maj. 
Brown  about  that  matter  when  there  was  no  claim  pending  before  bis 
board  i 

Mr.  Long.  Well,  yes;  the  New  York  office  was  closed.  We  could 
not  talk  to  anybody  else. 

Mr.  Graham.  I  assume  you  think  Col.  Besse  also  treated  you  very 
unfairly? 

Mr,  Long.  Well.  yes.  sir;  he  did. 

Mr.  Graham.  And  Maj.  Dickinson  also  was  very  unfair  about 
everything  ? 

Mr.  LoNO.  I  think  his  testimony  was  pretty  wild. 

Mr.  Gsaiiasi.  Well,  he  did  not  treat  you  right? 

Mr.  Long.  Well,  he  did  not  treat  us  very  badly. 

The  Chairman.  Is  Maj.  Dickinson  still  bere?  Have  you  got  that 
form  of  statement  which  you  wanted  this  gentleman  to  prepare  ? 

Mr.  Long.  I  think,  Mr,  Chairman,  I  had  better  get  a  lawyer  if  this 
is  to  continue. 

Mr.  Graham.  Well,  we  will  be  done  with  you  pretty  soon;  after 
We  get  those  income-tax  schedules  and  a  few  more  things  we  will  be 
done. 

You  spoke  yestenlay  in  your  testimony  about — may  be  I  had  bet- 
ter wait  until  Mr,  Gafiett  returns;  I  had  not  noticed  he  had  left  the 
room.  Well,  I  think  it  will  do  no  harm  to  nsk  you  this  question.  It 
is  comparatively  immaterial. 

You  spoke  yesterday  of  the  fact  that  they  wanted  yon,  up  there 
in  the  New  York  board  or  the  Boston  Iward.  or  wherever  Besse  and 
Dickinson  were,  to  fill  up  some  sort  of  a  form  that  was  unusual  and 
extraordinary,  did  you  not? 

Mr.  Long.  Yes, 

Mr.  Graham.  That  you  luul  never  heard  of  and  that  you  saw  no 
use  of  filling  out? 

Mr.  IjONO,  I  did  not  just  put  it  that  way.  I  said  they  wanted  us 
to  make  our  claim  in  a  form  that  was  nnusual  and  whicli  I  did  not 
think  was  tlie  proper  way  to  make  it. 

Mr.  Graham.  Well,  I  liave  here — which  ha.s  just  been  furnished 
me  by  Maj.  Dickinson — what  he  claims  is  the  form  that  was  used  up 
there.  I  wish  yon  would  look  at  it  and  sec  if  it  is  the  form  they  pre- 
sented to  yon  and  asked  you  to  use. 

Mr.  IjOXO.   (After  examininc  document).     That  looks  like  it, 

ous  items  along  here  are  said  by  Maj. 
cerpts  fi^om  the  instructions  that  were 
r  officers,  and  the  form  that  they  used 
fther  that  is  true  or  not  ? 
[)t  know  whether  they  used  it  uni%'er- 
jnt  from  any  other  department, 
[■m  that  was  used  universally  and  only 
iw  required,  what  was  extra ordinaiy 
Ijong,  wliether  that  is  the  form  that 
the  gas-defense  division  were  required 
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Mr,  Ix>NO.  I  do  not  know,  but  I  am  willing  to  concede  tliat  the 
others  did  make  out  their  claims  on  this  form. 
Mr.  Graham.  You  imagine  that  they  did? 

Air.  Long.  I  presume  they  did.     Sut  we  could  not  prepare  our 
claim  under  this  kind  of  a  form, 
Mr.  Graham.  Why  f 

Mr.  Long.  Well,  "because  thev  did  not  allow  us  to  present  the 
claim — on  the  part  they  did  settle  by  partial  payments  we  itsed  this 
form  as  lonp  as  we  could,  reservine  our  rghts  on  the  partial  pay- 
ments.   Finally,  after  a  long  struggle 

Mr.  Graham.  Let  us  see.  This  fonn  hhs'sevei-al  columns  in  it.  It 
starts  out  with  "  Material,"  and  it  savs.  "  Quantity,"  "Actual  price 
paid,"  "Actual  sale  or  take-over  price.''  "  Present  itemized  amount  of 
overhead,"  "  Purchase  and  sale,"  "  Net  compensation  claim,"  and 
"  Remarks." 

Why  could  you  not  have  filled  that  out?  Was  there  anything  pe- 
culiar about  vour  claim  that  it  would  not  fit  this  form,  that  3'ou 
could  not  get  into  it  what  vou  thought  you  oupht  to  have? 

Mr.  LoKG.  Why,  Mr.  Chairman,  the  claims  on  different  articles 
have  a  good  many  different  conditions  in  them.  We  made  a  good 
many  diffei^nt  kinds  of  goods,  and  we  never  would  undertake  to  nave 
one  form  for  all  kinds.  I  do  not  remember  the  details,  but  I  told 
representatives  of  the  Chemical  Warfare  Service  that  I  could  not 
see  how  we  could  make  our  claim  under  that  form.  But  that  form 
did  not  delay  it:  we  made  a  claim,  and  they  had  the  privilege  of 
refusing  it  or  accepting  it  in  part.  If  they  had  shown  a  disposition 
to  be  reasonable  and  accord  to  the  rulings  of  the  Secretary  of  War 
and  tried  to  settle  with  the  contractor  on  such  parts  of  the  claim  as 
they  could  agree  upon,  we  would  have  got  along  further  with  them 
and  got  along  sooner. 

Mr.  Graham.  The  claim  ^ou  did  file  I  imagine  is  this  claim  which 
has  heretofore  been  read  into  the  record  which  I  now  show  you 
[handing  paper  to  the  witness].  It  consists  of  just  a  brief  statement 
of  what  you  claim,  without  any  items. 

Mr.  Long  (examining  document).  This.  I  understand,  is  a  supple- 
mentary agreement,  under  which 

Mr.  Graham.  Is  not  the  first  page  or  two  the  claim?  That  is  what 
some  of  them  have  testified  liere. 

Mr.  Long.  This  is  a  notice  for  a  claim,  that  we  have  a  claim;  it  is 
not  a  real  claim  in  detail. 

Mr.  Graham.  Did  you  ever  file  anything  more  than  that? 
Mr.  Long.  No;  we  are  trying  to  get  information  from  them  so  that 
we  can  file  a  claim. 

(Thereupon,  at  11.55  o'clock  a.  m.,  the  subcommittee  took  a  recess 
until  2.15  o'clock  p.  m.  the  same  day.) 

AFTER  RECESS. 

The  committee  was  called  to  order  by  Hon,  W.  J.  Graham  (chair- 
man) presiding. 

Mr.  Graham.  Now,  Mr.  Long,  I  have  some  of  these  contracts 
which  have  been  settled,  and  I  want  to  ask  you  some  specific  questions, 
about  them,  to  which  you  have  not  testified  about  here  before. 
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The  first  one  that  I  am  going  to  call  your  attention  to  is  claim 
No.  P.  C.  2534.  Under  the  award  in  this  case,  you  were  paid 
$168,939.70  for  the  work  that  had  been  completed,  and  you  were 
allowed  the  claim  for  an  additional  sum  of  $15,346.86. 

Mr.  Long.  What  is  the  number  of  the  contract? 

Mr,  Graham.  E^1639,  for  halter  and  head  straps.  Now,  I  havent 
had,  of  course,  since  this  examination  began,  time  to  check  over  these, 
but  I  am  goine  to  take  some  of  these  contracts  and  ask  you  relative  to 
the  salvage  values  when  sold,  and  after  the  situation  as  to  some  of 
these  claims  that  have  been  allowed. 

Now,  in  this  particular  contract,  you  claim,  or  charge  up  a  lot  of 
cut  stock,  and  so  on,  to  the  amount  of  $1,879.40,  and  then  charge  an 
overhead  on  that  of  10  per  cent,  or  $187.31, 

Now,  with  reference  to  $1,516,24,  did  you  take  that  material  back 
from  the  Government? 

Mr.  Long,  I  think  not, 

Mr.  Graham.  You  let  the  Government  take  over  all  of  that,  did 
you! 

Mr.  Long.  That  was  in  process;  yes. 

Mr.  Graham.  Now,  you  had  some  special  facilities  in  this  par- 
ticular job  for  which  you  charged  the  Government  $9,055.63 ;  what 
were  they. 

Mr.  Long.  Those  were  machinery  and  buildings. 

Mr.  Graham.  They  were  machinery  and  buildings.  What  kind  of 
machinery  t 

Mr.  Long.  Machinery  on  hand  at  that  time,  for  those  contracts, 
the  machinery  cost  $665,000. 

Mr.  Graham.  But  I  think  it  speaks,  under  this  particular  one, 
you  charge  on  that  particular  contract  $9,055,63,  for  special  facili- 
ties: what  were  they? 

Mr.  Long.  The  facilities  were  all  taken  in  a  lump  and  charged 
off  with  all  of  the  contracts  in  general, 

Mr.  Graham.  Well,  you  mean  to  say  that  you  didn't  have  any 
particular  special  facilities  for  this  particular  job? 

Mr.  Long.  We  had  facilities  for  all  jobs;  we  used  them  on  all  of 
them  as  they  came  along, 

Mr.  Graham.  Well,  how  do  you  arrive  at  the  fact,  as  stated  in  your 
sworn  claim  here,  that  you  bought  special  facilities  for  this  particu- 
lar job  amounting  to  $9,055.63? 

ifr.  Long.  That,  we  took  in  general,  those  figures,  for  all  of  the 
work,  and  then  we  approximated  it. 

Mr.  Graham.  How  did  you  divide  it? 

Mr,  Long.  We  divided  it  according  to  the  amount  of  canceled 
contracts.  We  estimated  all  of  the  facilities  that  we  had  on  the 
$3.'),000,000  worth  of  contracts.  On  that  basis  we  charged  off  a  pro- 
portionate amount  of  the  canceled  contracts. 

Mr.  Graham.  What  rule  in  the  War  Department  authorizes  you 
to  do  that  ? 

Mr.  Long,  I  don't  know  about  the  rules  of  the  War  Department. 

Mr.  Graham.  Did  you  buy  any  machinery  to  make  these  particu- 
lar halters! 

Mr.  Long.  We  bought  machinery  to  make  all  of  these  items, 

Mr.  Graham,  Did  you  buy  any  to  make  these! 
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Mr.  Long,  We  bought  some. 

Mr.  Graham.  Isn't  this  a  fact;  you  bought  a  lot  of  tools,  and 
you  bought  a  lot  of  machines  with  which  you  manufacture  all  kinds 
of  munitions  of  war;  that  is  true,  isn't  it? 

Mr.  Long.  No;  that  isn't. 

Mr.  Graham.  Well,  what  is  the  fact  about  it? 

Mr.  Long.  We  bought  machinery  for  them,  and  for  leather  goods, 
and  for  textile  goods,  and  we  would  anticipate  orders,  and  we  would 
eo  out  and  buy  up  machinery  and  e<)uipment  and  put  it  in  there 
for  any  particular  order,  when  we  anticipated  orders. 

Mr.  Graham.  Yes;  now  then,  suppose  you  were  in  any  other  busi- 
ness, suppose  you  were  making  shoes,  yon  would  have  to  have  ma- 
chinery for  making  shoes? 

Mr.  Long.  We  did  have  shoe  machinery,  and  we  sent  all  of  that 
machinery  out. 

Mr.  Graham;  Suppose  vou  were  making  clothing;  you  would  have 
to  have  machinery  tor  mailing  clothing;  wouldn't  you? 

Mr.  LoKG.  Yes,  sir. 

Mr.  Graham.  Well,  you  were  in  the  business,  making  that  sort  of 
thing,  and  you  figured  that  you  had  to  charge  the  Government  on 
these  things  with  which  you  made  these  articles  for  the  Government? 

Mr.  LoNO.  We  didn't,  on  each  one. 

Mr.  Graham.  You  didn't? 

Mr.  LoNO.  We  wanted  to  cover  this  in  the  course  of  the  contracts. 
We  preferred  to  finish  the  contracts,  and  at  the  request  of  the  Gov- 
ernment we  canceled  the  contract;  we  canceled  the  contracts  and 
gave  up  our  rights  to  profits. 

Mr.  Graham.  You  still  have  the  tools,  do  you  ? 

Mr,  LoKQ.  Some;  we  have  been  trying  to  sell  them. 

Mr.  Graham.  What  sort  of  special  facilities  are  they? 

Mr.  LoNO.  Well,  we  have — I  nave  here  a  list  of  some  of  them. 

Mr.  Graham.  Well,  read  it. 

Mr.  Long.  Machinery  and  equipment  for  sewing  machines. 

Mr.  Graham.  What  kind  of  machinery? 

Mr.  Long.  That  consisted  of  benches  and  machinery  for  setting 
the  sewing  machines  up,  and  sewing  machines,  $8,714.43. 

Mr.  Graham,  Now,  ts  it  possible  to  say  what  kind  of  equipment 
that  is.    Can  yon  use  that  in  the  steady  operation  of  your  factory? 

Mr.  Long,  Some  of  it  might  be. 

Mr.  Graham.  Well,  what  part  of  it  might. 

Mr,  Long.  Well,  we  have  oeen  trying  to  sell  it  We  haven't  any 
use  for  it. 

Mr.  Graham.  Well,  why  ? 

Mr,  Long.  Why,  because  we  haven't;  dont  need  it  in  our  business. 

Mr.  Graham.  What  is  your  business  now? 

Mr.  Long.  Shoe  manufacturing. 

Mr.  Graham.  You  manufacture  shoes? 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  Anything  else? 

Mr.  Lono.  Yes.  sir;  we  make  automobile  bodies. 

Mr.  Graham.  Anything  else? 

Mr.  Long.  I  think  that  is  about  all. 

Mr.  Graoah.  Just  a  minute;  have  you  made  any  contract  stuff  for 
the  Government  since  the  armistice  was  signed? 
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Mr.  IjOxo.  AVe  haven't  secui-ed  anything  except  special  requests. 
We  made  some  women's  shoes. 

Mr.  Graham.  How  many  women's  shoes? 

Mr.  Long.  Fifteen  thousand  pairs,  and  we  lost  over  a  dollar  a  pair. 

Mr.  CiRAKAM.  Yon  are  not  doing  anything  in  your  factory  escept 
making  automobile  bodies  and  shoes! 

Mr.  Long.  Shoes  and  machinery. 

Mr.  Graham.  What? 

Mr.  Long.  And  machinery. 

Mr.  Graham,  What  kind  of  machinery? 

Mr.  Long,  Shoe  machinery. 

Mr.  Graham.  You  make  tnat  in  your  factory! 

Mr.  Long,  Yes,  sir. 

Mr.  (traiiah.  Welt,  you  say  that  particular  stuff  you  can't  use  in 
your  factory? 

Mr.  Long.  Xo;  we  are  trying  to  sell  it;  we  have  sold  a  little  of  it, 
I  should  say  about  6  per  cent  of  that  item. 

Mr.  Graham.  Well,  what  are  the  rest  of  the  items  you  have  got 
there? 

Mr..  Loxo.  Tlie  next  item  is  belting,  pulleys,  etc.,  $26,188.56. 

Mr.  Graham.  Well,  i  suppose  you  don't  need  that  in  your  factory 
either,  do  you  ! 

Mr.  Long.  Well,  the  pulleys  would  be  largely  junk.  You  could 
hardly  use  them.  When  you  wanted  a  pulley  for  a  new  maxshioe, 
you  would  hardly  ever  find  one  that  would  just  fit. 

Mr.  Graham.  Well,  could  those  pulleys  not  be  used  with  your 
machinery ! 

Mr.  Long.  In  case  of  those  machines,  you  would  have  to  go  to 
work  and  purchase  shafting  and  everything  relating  to  it,  but  it 
is  very,  very  seldom  that  a  pulley  used  in  one  kind  of  work  would 
be  needed  for  anything  else. 

Mr.  Graham.  How  about  the  belting. 

Mr.  Long.  Belting;  that  would  have  some  value. 

Mr.  Graham.  How  much  wear  and  deterioration  in  the  value  of 
that  belting  has  there  been  in  the  length  of  time  that  you  were  work- 
ing on  these  contracts? 

Mr.  Long.  Well,  it  wouldn't  be  that,  it  would  be  the  fact  as  to 
whether  you  wanted  that  kind  of  belting. 

Mr.  G'rabam.  Well,  is  belting  down  on  the  market;  is  belting 
down! 

Mr.  Long.  There  was  a  great  many  different  kinds  of  belting. 

Mr.  Graham.  What  kind  was  this! 

Mr.  Long.  This  varied;  different  sizes;  different  kinds. 

Mr.  Graham.  You  say  you  haven't  any  ready  market  for  that 
sort  of  thing  now ! 

Mr.  Long.  That  would  be  worth,  I  should  say,  about  20  per  cent 
on  the  dollar. 

Mr.  Graham.  On  the  market! 

Mr.  Long.  That  is,  if  you  sold  a  lot  of  secondhand  belting,  the 
average,  you  would  be  lucky  if  you  got  20  cents  on  the  dollar. 

Mr.  Graham.  Did  you  tear  it  all  down:  take  it  all  out  of  your 
factory? 

Mr.  TjOno.  Yes,  sir;  we  took  it  all  away. 
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Mr.  Graham.  It  is  not  in  use  now  ? 

Mr.  LoNQ.  Some  of  it  might  be  in  use,  if  we  could  find  a  piece. 

Mr.  GsAHAH.  What  parti 

Mr.  Long.  I  can't  tell  you ;  there  micht  be  a  little. 

Mr.  Gbahah.  Have  you  sold  any  of  it? 

Mr.  Long.  We  have  tried  to  sell  all  of  that. 

Mr.  Grahau.  That  belting? 

Mr.  Long.  Yes,  ^r;  tried. 

Mr.  Graham.  What  is  the  next? 

Mr.  Long.  The  next  item  is  printing  machinery,  $1,340.57. 

Mr.  Ghaham.  Printing! 

Mr.  Loso.  Tee. 

Mr.  Graham.  To  print  what! 

Mr.  Long.  Well,  we  used  a  lot  of  printing  machinery  for  marking 
different  articles  we  made.  That  printing  machinery  is  good  only 
for  junk.  That  is  only  $1,340.57. 

Mr.  Graham.  Well,  you  are  not  using  any  printing  machinery 
in  your  establishment  now ! 

Mr.  IiONO.  Hardly. 

Mr.  Graham.  Well,  will  you  use  any! 

Mr.  Long.  Can  not  use  any  of  this,  as  far  as  I  know. 

Mr.  Graham.  What  have  you  done  with  them! 

Mr.  Long.  Why,  these  particular  parts,  I  do  not  think  we  have 
done  anything,  They  would  not  be  worth  anything.  The  parts  of 
machinery  that  we  had,  the  larger  number  of  printing  machines, 
were  put  in  with  our  general  machinenr. 

Mr.  Graham.  What  is  the  next  itemf 

Mr,  Long.  The  next  it«m  is  lumber  and  hardware. 

Mr.  Gbahah.  What  sort  of  lumber  was  that! 

Mr,  LoNO.  That  lumber  was  for  use  in  making  racks  and  benches. 

Mr.  Graham.  And  what  sort  of  hardware! 

Mr,  Long.  The  hardware  was  nails,  screws,  and  so  forth. 

Mr.  Graham.  What  did  you  do  with  that! 

Mr.  Long,  Why,  that  was  torn  down  and  use  for  firewood.  I 
don't  know  whether  we  ever  got  any  real  value  out  of  it. 

The  amount  of  that  was  $18,894.56. 

Mr,  Graham.  Have  you  used  it  or  burned  it  up,  which? 

Mr.  Long.  I  should  say  that  we  might  have  gotten  a  thousand  dol- 
lars value  out  of  that  $18,000. 

Mr.  Long,  How  mugh  hardware,  screws,  naits,  and  so  on,  was 
there! 

Mr.  Long.  Perhaps  $1,000.    That  is  just  an  estimate. 

Mr.  Graham.  And  you  think  that  is  simply  junk? 

Mr.  Long.  Yes;  that  wouldn't  be  anything  but  junk. 

Mr.  Graham.  You  mean  to  say  that  there  is  no  market  for  that 
kind  of  stuff,  that  it  can  not  be  sold! 

Mr.  Long.  We  tried  to  sell  it,  but  it  was  very  hard  work  to  fhid 
anybody  to  buy. 

Mr.  Graham.  Do  you  mean  that  you  tried  to  sell  nails  on  the  mar- 
ket, and  that  you  could  not  sell  them. 

Mr.  Long.  Those  nails  and  screws  were  the  ones  that  were  used 
for  putting  up  the  lumber. 

Mr.  Graham.  Well,  how  was  the  lumber  cut. 
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Mr.  Long,  Well,  the  lumber  was  cut — if  we  wanted  a  bench,  we 
would  cut  it  to  fit  that  bench. 

Mr.  Gbaham.  How  would  you  cut  it  to  fit  a  bench ;  can  you  give 
any  idea  how  big  it  was! 

Mr.  LoNO.  That,  of  course,  I  do  not  know. 

Mr.  Graham.  Can  you  describe  it  to  us* 

Mr,  LoNO.  Some  of  them  might  be  10  feet,  and  some  of  them  100 
feet  loDff. 

Mr.  GrRAHAM.  And  you  tore  that  out,  did  youl 

Mr.  Lono.  Most  of  it.  We  haven't  been  able  to  sell  it;  we  tried 
to  sell  it.  We  don't  give  anything  away  if  we  can  sell  it;  we  are 
going  to  try  and  get  what  it  is  worth.  If  you  ever  had  any  ex^ri- 
ence  in  dismantling  a  ]>lant,  you  would  know  something  about  it. 

Mr.  Graham.  What  is  the  next  item  vou  have  got  tiiere? 

Mr.  Long,  The  next  item  is  electrical  fixtures, 

Mr.  Graham.  What  sort  of  electrical  fixtures,  and  how  much? 

Mr.  Long.  Why,  $7,952.19. 

Mr.  Graham.  Well,  what  did  you  do;  what  sort  of  fixtures  were 
they? 

Mr.  Long.  Just  electrical  wires  and  drop  lights,  and  so  on. 

Mr.  Graham.  And  you  have  torn  those  out) 

Mr.  Long.  Those  have  been  torn  out. 

Mr.  Graham.  And  your  wood  work,  I  suppose,  was  torn  out! 

Mr.  Long.  Yes,  sir;  practically.  Of  course,  we  might  have  used 
some  of  it,  and  out  of  the  $18,000,  that  might  be  worth  $1,000 
to  us. 

Mr.  Graham.  What  proportion  did  you  leave  in  that  factory ;  that 
is  all  I  am  trying  to  get 

Mr.  Long.  We  did  not  leave  any,  I  don't  think. 

Mr.  GsAHAH.  What  about  the  electrical  fixtures;  did  you  tear  them 
out! 

Mr.  Long.  There  may  have  been  some  of  them,  but  we  usually 
want  to  put  the  lights  where  the  work  is. 

Mr.  Graham.  Lets  see;  when  did  you  put  those  particular  fixtures 
and  electrical  equipment  and  wiring  in  there! 

Mr.  LoNO.  During  the  war. 

Mr.  Graham.  During  what  period  of  the  war! 

Mr.  Long.  All  through  the  war. 

Mr.  Graham.  Well,  prior  to  our  entrance  into  the  war. 

Mr.  Long.  After  your  entrance  into  the  war. 

Mr.  Graham.  Let  me  see,  prior  to  April  6, 1917,  our  entrance  into 
the  war! 

Mr.  TjOno.  All  of  that  comes  after  that  time. 

Mr.  Ghabau.  Had  you  been  doing  any  other  war  work  before  that 
time! 

Mr.  Long.  Not  for  this  Government. 

Mr.  Graham.  Had  you  for  any  other  Government! 

Mr.  Long,  Yes,  sir. 

Mr.  Graham,  The  Russian  Government! 

Mr.  Long.  No  ;  the  British. 

Mr.  Gkaham.  What  sort  of  work  did  you  do  for  them;  quite  the 
same  as  this! 

Mr.  Ix>Na,  Made  canvas  equipment. 
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Mr.  Graham.  Now,  isn't  it  a  fiirt  that  at  (he  outbreak  of  the 
European  war,  that  you  strove  to  develop  your  factory  for  doing 
that  sort  of  work  for  the  allied  Governments? 

Mr.  Long.  Not  at  the  outbreak, 

Mr.  Graham.  ^Vhen  did  you  first  go  into  this? 

Mr.  Loxo.  About  the  1st  of  January  following. 

Mr.  Graham.  The  1st  of  January,  following;  the  war  begun  in 
August,  of  1914,  and  in  January,  1915.  you  began  to  equip  your 
factory  ? 

Mr.  Long.  We  began  to  manufacture  some  British  goods. 

Mr.  Graham.  About  when  did  you  first  put  this  machinery  out  of 
place? 

Mr.  Long.  We  partially  dismantled  our  factory  at  that  time. 

Mr,  Graham,  What  part  did  you  dismantle? 

Mr,  Long.  Why,  the  part  of  it  so  far  as  the  order  required, 

Mr.  Graham.  Th.it.  of  course,  is  indefinite.  Mr.  Ix>ng.  I  would 
like  to  know  how  much  of  it  you  dismantled.  We  are  trying  to  ast-er- 
tain  about  the  special  facilities. 

Mr.  Long,  You  mean  what  proportion  of  the  machinery  did  we 
use? 

Mr.  Graham.  How  much  of  the  plant! 

Mr.  Long.  Why,  I  should  say  that  we  used  about  half  of  that 
f&ctory  at  that  time. 

Mr.  Graham,  Did  von  have  another  factory,  too  ? 

Mr.  LoNO.  We  usee!  our  machinerj'  factory,  where  we  manufacture 
shoe  machinery ;  that  is,  new  machines. 

Mr.  Graham.  On  April  6,  1917.  were  you  niaking  shoes  in  your 
factorr? 

Mr,  Long.  Yes. 

Mr.  Graham.  How  much  of  your  factory  were  you  using  for  that 
purpose? 

Mr,  Long.  All  of  it. 

Mr.  GRAHA.M.  And  what  did  you  do  with  this  particular  part  with 
which  vou  were  manufacturing  goods  for  foreign  governments? 

Mr.  txjNO.  Oh.  we  wrecked  tSat  and  put  it  out,  just  the  same  way 
that  we  are  wrecking  this, 

Mr.  Graham.  You  wrecked  it  when? 

Mr.  Long,  As  soon  as  we  got  through. 

Mr.  Graham.  When  was  that? 

Mr.  Long.  October,  1915. 

Mr.  Graham,  And  what  did  you  do  with  that  machinery,  in  those 
factories;  keep  that? 
■  Mr,  Long,  Why.  we  sold  them  just  like  we  are  these,  whenever  we 
got  a  chance  to  sell  them. 

Mr.  Graham,  At  the  time  that  we  entered  the  war,  did  you 
any  of  that  stuff  on  hand! 

Mr.  Long,  Yes,  sir;  a  little  of  it. 

Mr.  Graham.  And  did  vou  use  that  in  making  a  part  of  this 
stuff? 

Mr.  Long.  A  very  little  of  it.  That  machinery  that  we  have  g 
shoe  machinery.  The  goods  that  we  made  for  the  British  Goi 
ment  were  heavy,  so  that  we  could  use  shoe  machinery ;  they 
cartridge  boxes,  and  belts,  and  entrenching  tools  kits,  and  things 
we  could  use  to  a  much  greater  extent  shoe  machinery. 
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Mr,  Graham.  'WTien  did  you  drop  the  shoe  stores  that  you  had 
over  the  country? 

Mr.  LoMO.  We  began  dropping  them  when  we  began  making  sup- 
plies for  the  Government. 

Mr.  Graham.  You  hadn't  dropped  any  up  to  that  time! 

Mr.  Long.  Yes;  we  did  drop  some,  but  we  had,  as  I  remember, 
about  70  stores  when  we  went  into  the  war. 

Mr.  Graham.  And  then  you  dropped  all  but  20  or  so? 

Mr.  Long.  We  dropped  all  but  11, 1  think,  we  have  now. 

Mr.  Graham.  Well,  now,  the  last  item  you  have  mentioned  was 
electrical  fixtures.     Wliat  is  the  next  item  f 

Mr.  Long.  Trucks,  $23,670.13. 

Mr.  Graham,  What  sort  of  trucks  were  those! 

Mr.  Long.  Those  were  automobile  trucks,  principally. 

Mr.  Graham.  How  many  of  them! 

Mr.  Long.  We  had  three  large  trucks,  and  one  or  two  smalt  ones. 
We  have  sold  one  of  them  since, 

Mr.  Qraham.  You  say  those  three  trucks  cost  $23,000? 

Mr.  Long.  Three  large  trucks  and  one  or  two  small  ones. 

Mr.  Graham.  Have  you  got  any  of  them  yet! 

Mr.  Long.  Yes,  sir;  two. 

Mr.  Graham.  Two  large  ones! 

Mr  Long.  Yes, 

Mr.  Graham.  Well,  do  you  know  what  kind  those  were?  Have 
those  been  turned  over  to  the  Government! 

Mr.  IjOno,  We  didn't  turn  those  over  to  the  Government. 

Mr.  Graham.  You  didn't  turn  them  over? 

Mr.  IjONO.  No. 

Mr.  Gr.aham.  Well,  how  did  that  happen  to  be  in  these  facilities! 

Mr.  Long,  Why,  we  didn't  turn  over  our  facilities,  anv  facilities 
over  to  the  Government  except  in  some  special  cases  we  made  a  chat^ 
for  facilities  to  the  Government, 

Mr,  Graham.  Now,  you  are  charging  the  Government  for  these 
trucks  ? 

Mr.  Ix)NG.  We  charge  only  for  a  percentage.  We  charge  all  of 
this  as  expense  for  carrying  on  the  war,  making  war  supplies,  and 
.  we  charge  the  proportion  of  our  loss  to  these  contracts,  as  compared 
to  all  of  our  contracts, 

Mr.  Graham,  Well,  I  understand,  but  did  you  buy  these  trucks 
from  the  Government,  or  in  settlement,  or  how  did  you  get  them? 

Mr,  Long.  Why,  we  bought  them  ourselves.    Those  are  our  trucks. 

Mr.  Graham.  Are  paid  for  by  completed  contracts! 

Mr.  Long.  This  total  amount  of  machinery  that  was  bought  as 
special  equipment  amounted  to  $665,090.  That  is  a  part  of  those 
special  facilities,  and  the  total  item  of  facilities  that  we  charge,  a 
certain  amount,  for  the  $35,000,000  worth  of  contracts,  and  the  loss  on 
them, 

Mr.  Graham.  Well,  now,  lets  get  straight  on  that  How  much  of 
those  special  facilities  were  there?    What  did  they  cost  you! 

Mr.  Long.  Tho-^e  special  facilities  cost  $665,000. 

Mr.  Graham.  Now,  how  much  did  you  give  the  Government? 

Mr.  Long.  I  think  that  they  were  worth  20  per  cent. 

Mr.  Graham.  You  gave  the  Government  20  per  cent  on  what  they 
cost. 


ORDNANCE.  2285 

Mr.  Long.  Thnt  is,  allowed  20  per  cent—tliat  they  were  worth  20 
per  cent.  As  a  matter  of  fact,  I  don't  think  that  we  will  be  able  to  get 
:»0  per  cent.    I  think  that  we  made  a  bad  trade. 

Mr.  Graham.  Allowed  the  Government  20  per  cent  ? 

Mr,  Long.  That  is,  in  our  settlement  we  allowed  that — figured  that 
those  facilities  were  worth  20  per  cent — so  we  charged  80  per  cent. 

Mr.  Graham.  In  that  settlement,  then,  these  trucks  were  included. 

Mr.  LoNO.  Yes,  air. 

Mr.  Graham.  How  much  were  they  put  in  at — 20  per  cent  of  what 
they  cost? 

Mr.  Long.  All  lumped  together, 

Mr.  Graham,  I  thought  tnei^e  were  out. 

Mr.  Graham.  The  trucks  were  worth  more  than  20  per  cent.  Some 
of  the  other  items  we  didn't  get  20  per  cent  for.  We  averaged  them 
as  worth  20  per  cent. 

Mr.  Gbahah.  You  lumped  them  all  into  this^ 

Mr.  Long.  We  lumped  them  altogether  and  divided  them  among 
the  claims. 

Mr.  Grahau,  Your  claims  don't  show  that.  Who  did  you  make 
that  arrangement  with,  Mr.  Long? 

Mr.  IjOno,  We  made  that  arrangement  with  the  leather  division. 

Mr.  Graham.  With  whom  particularly? 

Mr.  Long.  Mai.  Byron,  I  think. 

Mr.  Graham.  Then  after  you  had  done  that,  you  lumped  this  dis- 
count, including  these  trucks;  is  that  what  you  did? 

Mr.  Long.  On,  yes. 

Mr.  Graham.  First  you  got  together  and  made  this  arrangement 
by  which  you  could  lump  that  stuff,  and  then  these  settlements  were 
made  out,  and  claims? 

Mr.  LoNQ.  Our  claims,  for  the  most  part,  were  based  on  that  ar- 
rangement. 

Mr.  Graham,  What  I  am  trying  to  get  at  is,  I  judge  from  these 
papers,  that  the  items  and  contents  of  your  claims,  that  that  state- 
ment is  correct,  and  I  suppose  it  is.  That  you  didn't  file  those 
itemized  claims  until  you  had  gone  to  Maj.  Byron  and  made  this 
arrangement:  is  that  right? 

Mr.  Long.  Itemized  claims? 

Mr.  Graham.  Yes. 

Mr.  Long.  Why,  we  made  a  number  of  claims.  We  didn't  want 
to  make  any  of  these  claims.     We  wanted  the  Government  to  take 

Mr.  Grahau.  Taking  a  claim,  Mr.  Long,  that  itemized  case,  the 
amount  of  special  facilities  on  that  particular  claim,  you  itemized 
that? 

Mr.  Long,  Yes. 

Mr,  Graham.  And  that  was  the  amount  you  were  allowed  for 
special  facilities.  Now,  after  you  made  those,  what  did  you  base 
your  claim  on,  aft«r  you  and  Ifcj.  Byron  had  gotten  together?  Ar- 
rangements were  made  l^  which  you  could  split  all  of  it,  and  in  that 
case  you  made  a  claim  after  you  and  Maj.  Byron  had  made  the  agree- 
ment. 

Mr,  Long.  Thev  took  all  of  the  leather  claims  and  divided  them  up. 

Mr.  Graham.  l)id  anybody  else  have  anything  to  do  with  it  be- 
sides Maj.  Byron? 

Mr.  Long.  We  appeared  before  different  members  of  the  board. 
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Mr.  Graham.  Did  you  have  any  claims  pending  then? 

Mr.  Long.  I  believe  this  was:  this  lot  of  claims  was  among  the  first 
settled. 

Mr.  Graham.  I  understand  that  the  claims  you  say,  on  facilities, 
couldn't  be  filed  until  you  had  made  an  arrangement.  'What  did 
yoii  have  pending  when  vou  made  that  ? 

Mr.  Long.  Why,  I  think  that  this  particular  one  was  one  of  the 
first  set  of  claims  that  was  settled. 

Mr.  Graham,  All  right,  let's  admit  that.  How  did  you  get  that 
before  you  made  this  arrangement? 

Mr.  iJoNO.  How  did  I  get  that? 

Mr.  Graham.  Yes. 

Mr.  Ix)No.  Well,  we  estimated  our  losses.  We  said  we  have  this 
different  machinery  on  hand,  specially  acquired  for  the  Government 
work. 

Mr.  Graham.  I  understand  that :  but,  as  a  matter  of  fact,  it  is  true, 
isn't  it,  Mr.  Long,  that  you  got  Maj.  Byron  and  somebody  else  to 
figure  this  thing,  you  say  Maj.  Byron,  you  got  together  and  figured 
the  estimate  over  in  New  York,  what  you  were  willing  to  pay  for 
the  matter  you  claim 

Mr.  Long.  No ;  that  isn't  it. 

Mr.  Graham.  How  did  you  do  it! 

Mr.  Long.  We  estimated  the  loss  on  facilities,  and  charged  pro- 
portionately on  all  contracts.  The  proportion  is  the  only  thing  we 
deducted  from  that  proportion,  so  we  didn't  really  get  all  of  the  loss. 

Mr.  Graham.  Then  you  filed  a  claim  after  yon  made  that  arrange- 
ment ! 

Mr.  IjONG.  Those  claims  were  made  out  after  this  I  show  you;  yefi. 

Mr.  Graham,  What  did  you  have  on  file  when  you  were  making 
that  arrangement?    That  is  what  I  am  trying  to  get  at. 

Mr,  LoKc.  Why,  we  made 

Mr.  Graham  (interposing).  Did  you  have  anything  on  file? 

Mr.  Long,  We  had  all  of  the  accounts  on  file. 

Mr.  Graham.  Did  you  have  any  claims  on  file  at  the  time  of  this 
particular  one  I  am  showing  you! 

Mr,  Long.  We  made  an  arrangement  on  22  claims  that  were  settled 
for  $220,000,  or  something  like  that. 

Mr,  Graham,  And  then  you  had  to  make  out  claims  for  this! 

Mr.  TxtNo.  Well,  we  presented  different  affidavits  before  that.  too. 

Mr.  Graham.  In  the  case  that  you  have  got  there! 

Mr,  IjOno.  Well,  information  as  to  what  the  value  of  special  facili- 
ties provided  was.  and  what  we  thought  they  were  worth, 

Mr.  Graham.  'Where  did  you  present  this  information? 

Mr.  IjOno.  We  presented  it  to  the  Claims  Board. 

Mr.  Graham.  Where? 

Mr.  I-oNG.i  In  Boston :  also.  I  believe,  down  here. 

Mr.  Graham,  Did  you  make  all  of  those  claims?  How  did  yon 
go  about  it  ? 

Mr.  Long.  We  did  pretty  much  whatever  they  asked  us  to,  to  try 
to  fix  it  up  the  way  they  wanted  it. 

Mr.  Graham,  Well,  now.  it  is  a  matter 

Mr.  Long.  We  got  together — all  of  the  leather  contractors  in  New 
England  came  down  here  and  tried  to  make  Rdjustmraits  of  oiir 
claims. 
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Mr.  Gbaham.  Were  you  with  them! 

Mr.  l/taa.  Yes ;  I  was  with  them. 

Mr.  Ghaham.  Whom  did  you  see? 

Mr.  Long.  We  saw  Maj.  Byron,  Col.  Getts,  and  Capt.  Benke  and 
several  others. 

Mr.  Graham.  Wlio  was  with  you  ? 

Mr.  LoNO.  Who  was  with  me? 

Mr.  Graham.  Yes. 

Mr.  Long.  I  guess  there  were  14  or  15  contractors. 

Mr.  Graham.  Where  did  you  see  these  gentlemen? 

Mr.  LoNo,  Down  in  Washington. 

Mr.  Graham.  Well,  what  was  the  purport  of  the  conversation  or 
interview? 

Mr.  LoNO.  Why,  we  came  down  to  see  if  we  could  not  make  an  ar- 
rangement With  the  Government  on  our  claims,  so  as  to  get  back  to 
commercial  business. 

Mr.  Graham.  How  did  you  go  about  it,  and  what  arrangement 
was  made,  if  any? 

Mr.  LoNO.  This  was  the  arrangement,  so  far  as  I  was  concerned. 

Mr.  Graham.  Well,  did  you  tell  them  how  much  facilities  you 
had  there? 

Mr.  LoKo.  I  think  so,  about  that  time. 

Mr.  Graham.  And  did  they  say,  "  Well,  you  can  allow  20  per  cent 
and  fix  up  your  claim"? 

Mr.  Long.  No;  we  made  that — made  up  that  request  ourselves. 

Mr.  Gkaram.  Weil,  they  agreed  to  that,  didn't  they,  before  that? 

Mr.  Long.  Before  we  made  it  up?  Oh,  no;  we  made  it  up  our- 
selves.   They  didn't  agree  to  it  beforehand. 

Mr.  Graham.  They  didn't  agree  to  it? 

Mr.  Long.  Not  to  our  claims  for  facilities. 

Mr.  Graham,  Well,  when  did  they  agree  to  it;  afterwards?  Was 
that  done — did  you  have  some  other  meetings? 

Mr.  Long.  We  had  a  number  of  conferences.  I  agreed  with  Maj. 
Byron,  in  Boston — I  agreed  on  the  claim  of  $220,000  with  the  War 
Department,  in  Boston,  at  the  War  Dejiartment's  offices  in  Boston. 
I  made  an  agreement  to  settle  for  approximately  $220,000. 

Mr.  Gbaham.  Was  that  before  the  claims  were  filed? 

Mr.  Long.  WeU,  I  think  it  was  before  those  papers  were  filed. 

Mr.  Graham,  Well,  these  itemized  claims  were  all  furnished  by 
you  to  the  War  Department,  relative  to  the  matter  of  settling  on 
these  facilities,  I  assume,  therefore,  that  they  were,  and  that  before 
these  claims  were  filed  that  you  came  to  some  agreement  with  Maj. 
Byron  about  this  matter,  and  he  agreed  you  couid  have  $220,000? 

Mr.  Long.  That  is  what  we  agreed  on,  about  $220,000. 

Mr.  Graham.  Now,  what  other  special  facilities  have  you  got 
there,  besides  automobile? 

Mr.  Long.  General  machinery,  $367,087.90, 

Mr.  Graham.  What  is  that? 

Mr.  LoNO.  That  consists  principally  of  sewing  machines,  and 
printing  and  binding  machines,  and  other  things  of  that  kind. 

Mr.  Graham.  What  did  you  do  with  that? 

Mr.  Ix)NO.  We  have  been  trying  to  sell  it  since. 

Mr,  Graham.  You  are  not  using  it  in  your  busineagl 
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Mr.  LoNO.  Not  to  any  extent. 

Mr.  Graham.  What  do  you  mean,  Mr.  Long;  how  much  of  it  are 
you  using! 
Mr.  Ix>iia.  We  might  be  using  5  per  cent. 
Mr.  Graham.  Well,  is  that  your  judgment — 5  per  cent? 
Mr.  LoMo.  I  should  say  that  we  might  be.    I  hardly  think  there  is 
any  more  than  that. 

Mr.  Graham.  What  percentage  of  value  did  you  give  to  them? 
Mr.  Long.  Twenty  per  cent  on  all  of  that  machmery  was  what 
was  allowed. 

Mr.  Graham.  Have  you  sold  any  of  that  stuff  since? 

Mr.  Long.  Yes, 

Mr.  Graham.  Some  of  those  sewing  machines? 

Mr.  LoNO.  Yes. 

Mr.  Graham.  Have  you  sold  more  than  20  per  cent? 

Mr.  Long.  I  should  say  that  on  the  whole  we  got  less  than  20  per 
cent  if  we  figured  the  cost  of  carrying  them,  I  l£ink,  I  imagine,  we 
won't  get  over  10  per  cent.  It  was  a  bad  trade  for  us,  that  20  per 
cent.  If  we  could  dispose  of  them  at  20  per  cent  and  get  our  mcntey 
we  would  be  much  better  off  than  we  are  at  present. 

Mr.  Graham.  The  next  contract  that  I  want  to  call  your  attention 
to  is  one  of  these  that  has  been  mentioned  by  Mr.  Bennett,  contract 
No.  P-7l0-4580-Eq.,  30,000  black  harness-leather  headstalls.  In  that 
I  find  raw  materials  charged  to  the  Government,  29,287  pounds  black 
harness  leather. 

Mr.  Long.  That  is  leather. 

Mr.  Graham.  Black  harness  leather,  $19,622.29,  with  overhead, 
$1,836.65.  The  statement  is  that  the  value  of  that  to  the  contractor 
is  $16,678.95j  which  is  a  reduction  of  about  20  to  25  per  cent.  Why 
wasn't  that  leather  worth  as  much  as  it  was  when  you  bought  it, 
black  harness  leather? 

Mr.  Long.  Why,  Mr.  Chairman,  on  black  harness  leather,  tiiere 
was  a  general  agreement  that  the  owners,  that  the  tanners  would  take 
black  leather  at  a  certain  price.  We  didn't  have  any  use  for  that 
harness  leather  at  all  in  our  business. 

Mr.  Graham.  Well,  what  agreement  was  that? 

Mr.  Long.  A  general  agreement  with  all  contractors,  and  I  under- 
stand also  with  the  tanners. 

Mr.  Graham.  Who  made  that  agreement? 

Mr.  Long.  That  was  made  by  the  War  Department. 

Mr.  Graham.  Well,  do  you  know  when  or  how  that  agreement 
was  made? 

Mr.  Long.  Well,  they  allowed  the  contractors,  or  tanners,  to  retain 
the  leather  at  a  certain  discount  in  value,  different  in  different  kinds 
of  leather. 

Mr.  Graham.  Well,  what  was  the  discount;  do  you  know? 

Mr.  Long.  Why,  the  discount  on  some  of  the  leather — harness 
leather — was  15  per  cent.  In  some  cases  it  was  33  per  cent,  on  side 
leather — russet  side  leather ;  50  per  cent,  on  russet  backs. 

Mr.  Grahau.  Now,  you  say  the  Government  agreed 

Mr.  Long  (interposing).  The  Government  didn't  want  this  leather. 
It  had  no  use  for  it,  and  was  glad  to  get  the  manufacturers  to  retain 
it,  to  get  them  to  retain  it  at  the  prices  that  these  manufacturers 
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could  keep  it  at.    The  leather  would  have  been  turned  over  to  the 
Grovemment. 

Mr.  Graham.  Why  didn't  the  Government  want  that  leatherl 
Mr.  LoNO.  They  had  no  use  for  it. 

Mr.  Geaham.  How  has  the  ptice  of  that  sort  of  black  harness 
leather  changed  in  value  since  the  signing  of  the  armistice! 

Mr.  LoNO.  Oh,  contractors  for  four  or  five  months  after  the  sign- 
ing; of  the  armistice  could  buy  black  harness  leather  at  25  per  cent 
less  than  the  price  that  the  manufacturer  retained  it  for,  for  four  or 
five  months.  From  that  time  the  prices  have  gone  up. 

Mr.  Graham.  Yet  during  that  period  the  price  of  harness  to  the 
consumer  and  to  the  farmer  has  been  higher  than  during  the  war, 
hasn't  it? 

Mr.  LoNQ,  Not  during  all  of  that  time;  right  after  the  war  prices 
went  down. 

Mr.  Graham.  When  did  they  go  downt 

Mr.  Long.  During  the  time  that  negotiations  were  being  made, 
prices  went  down. 

Mr.  Graham.  The  prices  to  the  buyer? 

Mr.  Long.  Yes;  the  prices  went  down  until  the  Government  re- 
moved its  restrictions  on  prices.  Then  prices  went  up,  and  leather 
went  up  generally. 

Mr.  Graham.  Now,  you  want  to  state  it  as  your  opinion  that  the 
prices  of  harness,  or  black  harness  leather,  was  lower  after  the  sign- 
ing of  the  armistice,  for  quite  a  while,  three  or  four  months,  than  it 
had  been ! 

Mr.  LoNO.  All  kinds  of  leather  was  lower  for  a  while. 
Mr.  Graham.  Did  the  prices  of  shoes  go  down  ? 
Mr.  LoMG.  Yes. 

Mr.  Graham.  And  the  prices  of  all  kinds  of  leather  did? 
Mr.  LoNQ.  Yes,  sir;  for  a  time,  and  then  they  went  up. 
Mr.  Graham.  How  long  a  time  ? 

Mr.  Long.  I  can't  sav — several  months — I  can't  say,  but  all  kiods 
of  leather  was  cheaper  for  a  time. 
Mr.  Graham.  What  do  you  attribute  the  rise  to  ? 
Mr.  Long.  When  the  Government  released  this  control  of  prices 
of  hides.  They  had  hides — they  had  fixed  a  maximum  price  of  23 
cents — the  price  of  cowhides.  They  released  that,  then  that  price 
went  up  as  far  as  61  cents. 

Mr.  Graham.  How  did  they  have  any  control  over  the  prices  of 
hides? 
Mr.  Long.  War  control. 

Mr.  Graham.  Was  it  regulated  by  the  War  Industries  Board,  or 
what  was  it? 

Mr.  Lono.  I  understand  so.  Then  it  was  released  and  right  after 
that,  after  the  armistice  was  signed,  we  could  get  all  of  tiie  black 
harness  leather,  and  we  returned  all  of  that,  as  far  as  we  could,  to 
our  subcontractors.  Some  of  them  wouldnt  take  it,  and  we  sold 
it  at  a  loss.  We  lost  money  on  all  black  harness  leather  that  we  kept. 
Even  on  that  that  we  returned  to  the  subcontractors,  we  had  the  cost 
of  handling  and  carr\'ing  and  insurance  and  shrinkage  and  waste, 
nnd  we  got  stuck  all  ot  the  wav  along. 

Mr.  Graham.  Now,  let's  take  the  next  claim  here.  The  next  claim 
is  on  contract  No.  P-5943-4405-Eq.    Now,  this  claim  seems  to  be  for 


2290  WAK  EXPESDITCRES. 

250,000  No.  20  ration  bags.  This  sheet  here  is  put  in  here  by  mistake, 
evidently.  On  this  you  file  your  claim  along  in  an  apparent  form, 
without  any  examination? 

Mr.  Long,  Yes, 

Mr.  Graham.  You  say  there  is  a  unit  amount  of  21  cents  on 
ration  bags  canceled.    Mliat  does  that  mean  ? 

Mr.  LoNO.  That  means,  Mr.  Chairman,  right  after  the  armistice, 
at  the  request  of  representatives  of  the  War  Department  a  certain 
number  of  the  contractors  and  I  visited  Washington  and  arranged 
with  the  purchasing  officer  for  a  unit  allowance  on  orders  that  were 
canceled. 

Mr.  Graham,  When  did  you  do  that.  Mr.  Long? 

Mr.  Loso.  That  was  some  time  in  November  or  December. 

Mr,  Gbaham.  There  is  another  cancellation.  Will  you  explain 
what  you  mean? 

Mr,  Long.  On  each  article  they  fixed  a  price,  based  on  the  cost 
of  labor,  on  the  different  articles,  "on  the  estimated  cost  of  labor. 

Mr.  Graham.  Who  did  vou  make  that  arrangement  with? 

Mr.  Long.  Well,  Maj.  Shinkle  was  the  contracting  officer  of  the 
War  Department,  and  he  was  handling  the  cancellations.  At  that 
conference  I  was  able  to  present  our  argument  for  a  lower  unit  than 
most  of  the  contractors  were  willing  to  accept;  the  percentage  of  cost 
on  all  of  those  was  very  small. 

The  percentage  of  cost  was  less  than  the  charge  that  a  salesman 
would  get  for  selling  these  goods.  It  figured  on  that  particular  arti- 
cle 21  cents,  about  i  per  cent  of  the  value  of  the  article,  just  about  4 
per  cent.  My  prices  were  lower  for  these  articles  than  the  other  con- 
tractors, a  great  deal  lower. 

Mr.  Graham.  When  did  you  make  this  contract! 

Mr.  LoKQ.  That  contract  was  made  early  in  1918. 

Mr.  Graham.  Had  you  delivered  anyor  them  ? 

Mr.  Long.  Not  on  that  contract.  We  had  two  contracts.  We 
never  delivered  any  of  those,  because  the  Government  failed  to  fur- 
nish the  materials.     They  gave  us  defective  hardware. 

Mr.  Graham.  Have  you  furnished  any  ?  Have  you  cut  anything 
on  that! 

Mr,  Long.  We  had  the  material  on  hand,  a  large  part  of  it. 

Mr.  Graham.  Have  you  cut  up  any  of  it? 

Mr.  Long.  I  don't  think  so,  but  we  had  two  contracts  for  ration 
bags. 

Mr.  Graham.  I  understand;  but  this  particular  one,  you  hadnt 
done  any  work  on! 

Mr.  Long.  We  had  gotten  all  of  the  materials  and  had  instructed 
our  operators.  That  is  a  very  difficult  article  to  make,  and  we  spent 
a  good  many  thousands  of  dollars  teaching  our  operators  how  to 
make  that  ration  bag. 

Mr.  Graham.  Did  you  do  anything  else  except  pay  for  the  mate- 
rials and  teach  the  operators! 

Mr.  Long.  We  furnished  the  materials  ourselves. 

Mr.  Graham.  You  furnished  the  materials,  at  whose  expense? 

Mr.  LoNO.  We  kept  the  materials,  and  got  them  together,  and  were 
prepared  to  proceed  with  the  work. 

Mr.  Graham.  Now,  the  next  is  latigo  leather.  What  was  that 
used  for! 
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Mr.  Long.  For  nothing  but  Government  work.  • 

Mr.  Grahau.  I  understand;  but  you  have  got  latigo  leather  on 
the  list. 

Mr.  LoNO.  That  was  for  different  Government  contracts. 

Mr.  Gbahah.  You  didn^  buy  this  latigo  leather  for  this  particular 
contract  ? 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  Did  you  lay  aside  3,000  square  feet,  and  not  touch 
it,  for  this  contract! 

Mr.  Ijono.  I  bought  more  than  I  had  contracted  for  in  order  to 

Mr.  Graham  (interposing).  I  am  asking  you  particularly  about 
this.    Did  you  buy  3,340  square  feet  ? 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  And  you  kept  it  for  this  particular  contractt 

Mr.  Long.  I  bought  a  lot  of  stuff  on  these  kind  of  contracts,  and 
when  I  would  receive  additional  orders  I  would  cover, 

Mr.  Graham.  Isn't  it  a  matter  of  fact  that  you  bought  latigo  leather 
just  like  any  other  leather,  and  when  you  got  a  contract  you  used 
It? 

Mr,  Long.  No,, sir;  latigo  leather  is  an  article  I  would  not  have 
anv  demand  for. 

Mr.  Graham.  About  how  many  did  you  need  it  for? 

Mr,  Long.  About  a  dozen,  or  fifteen. 

Mr.  Graham.  Do  you  pretend  to  say,  now,  Mr.  Long,  that  you 
bought  latigo  leather  for  this  particular  contract  and  laid  it  aside  for 
this  particular  contract? 

Mr.  Long.  I  do  not  pi-etend  to  say — I  say  I  bought  latigo  leather 
on  these  contracts,  antf  that  I  lost  money,  because  we  protected  the 
Government  in  such  cases,  by  having  our  leather  when  others  didn't 
have  it. 

Mr.  Graham.  Well,  now,  you  charge  this  Government,  the  Govern- 
ment, for  leather,  50  cents  a  square  K»t,  $16,700,  and  then  you  allow 
a  salvage  value  of  $11,733,37,  which  is  about  two-thirds  of  what  it 
cost! 

Mr.  Long.  Yes, 

Mr,.GRAHAM,  Why  this  reduction  in  value  if 

Mr.  Long.  That  was  the  general  price  at  that  time.  The  Gov- 
ernment fixed  it  for  the  manufacturers,  to  retain  the  latigo  leather. 

Mr.  Graham.  That  isn't  the  question,  so  much  as  it  is  the  question 
of  what  that  leather  was  worth? 

Mr.  Long.  Well,  at  the  time  the  agreement  was  made  I  don't 
think  we  could  have  sold  the  latigo  leather  at  the  prices  at  which  the 
manufacturers  retained  it, 

Mr,  Graham.  When  was  this  agreement  made? 
Mr.  Long.  The  agreement  was  made,  the  general  agreement,  in 
November,  or  it  was  made  in  December. 
Mr.  Graham,  When? 

Mr.  Long,  In  November,  or  December,  as  I  recollect, 
Mr.  Graham.  About  the  settlement  of  this  particular  contract  ? 
Mr,  Long,  I  think  the  circulars  were  issued  along  about  then  show- 
ing the  amounts  the  War  Department  would  allow  for  materials. 

Mr.  Graham.  I  understand,  but  if  the  claim  was  allowed  or  paid  i- 
June,  that  is  what  I  am  getting  at? 

Mr,  Long.  We  never  got  50  per  cent  payments. 
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Mr,  Graham.  Did  yoii  still  have  latigo  leather  on  hand  vrhen  this 
was  allowed  } 

Mr.    Long.  Yes;  we  had  some  on  hand  then. 

Mr.  Graham.  Well,  it  is  worth  more  on  the  market  now  than 
then? 

Mr.  Loso.  I  don't  know  whether  it  is  worth  more;  I  do  not  know 
what  it  is  worth  now.    Leather  went  up   afterwards. 

Mr.  Graham.  It  is  worth  more  now  than  it  was  when  you  had  the 
leather,  immediately  before  the  annistice  was  sigmed  J 

Mr.  Long.  AVell,  in  comparison,  it  is  worth  less.  On  all  our  agree- 
ments the  contractors  lost  money,  because  the  Government  didn't 
give  us  the  money,  and  we  couldn't  put  it  in  something  else. 

Mr.  Graham.  I  am  speaking,  Mr.  Long,  about  the  market  price  of 
this  leather  t 

Mr.  Long.  The  market  price,  when  the  agreements  were  made — I 
could  not  have  sold  latigo  leather  at  the  price  I  took  it  in. 

Mr,  Graham.  But  you  say  you  had  a  part  of  it  on  band  when 
this  settlement  was  made,  when  this  claim  was  allowed! 

Mr.  Ijokq.  No:  the  agreement  was  matte  in  Decemb^. 

Mr.  Graham.  But  the  claim  was  allowed  in  June? 

Mr.  LoNO.  The  final  papers  went  through  in  June,  but  the  ar- 
rangement was  made  on  all  of  that  in  December. 

Mr.  Graham.  When  did  you  file  this  claim,  Mr.  Long! 

Mr.  Long.  Oh,  we  filed  those  claims  then,  and  we  have  filed  tliose 
claims  time  and  time  again. 

Mr.  Graham.  What? 

Mr,  Long.  We  have  filed  the  same  claims  time  and  time  again^ 
in  order  to  meet  the  conditions  of  the  finance  department;  would 
have  to  refile  them. 

Mr.  Graham.  You  filed  them  several  times,  did  yout 

Mr.  Long.  Yes,  sir;  we  would  have  to  furnish  new  lists. 

Mr.  Graham.  If  you  had  the  leather  now,  you  would  not  have 
lost  anything  on  it,  would  you? 

Mr.  Long.  Yes;  I  lost  money  on  it  because  if  we  had  gotten 
the  money  then  and  put  it  in  other  leather,  we  can't  get  the  same 
amotmt  of  shoe  leather  for  a  proportionate  value. 

Mr.  Gbasam.  I  am  mentionmg  that  latigo  leather.  Latigo  leather 
has  gone  up  in  value  since  then.  Do  yon  say  that  up  to  June,  thai 
latigo  leather  had  increased  in  value? 

Mr.  Long.  Why.  in  June,  latigo  leather  was  a  little  higher. 

Mr.  Graham,  Well,  about  how  much? 

Mr.  Long.  I  think  that  latigo  leather  went  up  to  about  63  cents. 

Mr.  Graham.  Fifty  cents,  toe  claim  says. 

Mr.  Long.  Well,  50  or  53  cents,  there  are  different  grades.  It 
was  worth  about  40  per  cent,  but  if  we  took  it  at  40  per  cent,  we 
could  only  get  20  per  cent;  now  in  other  kinds  of  leather,  so  we 
only  got  20  per  cent  for  it-- — 

t^r.  Graham   (interposing).  How  is  that? 

Mr.  LoNO.  I  say,  when  we  took  it,  the  same  amount  of  money, 
if  we  had  gotten  40  per  cent  in  June,  and  put  it  in  leather  then,  we 
would  only  have  gotten  20  per  cent  of  what- — 

Mr.  Graham  (interposing).  Are  you  claiming  compensation  from 
the  Government  because  the  value  of  the  dollar  has  decreased  since- 
the  armistice? 
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Mr.  Long.  No;  I  am  not  claiming,  but  we  suffered  loss  because 
of  their  failure  to  settle. 

Mr.  Graham.  Is  that  the  basis  upon  which  you  put  in  your 
claims  ? 

Mr.  LoNa.  Not  at  all,  sir.  We  make  no  claim.  I  am  simply 
telling  you  that  we  suffered  absolute  losses  because  of  the  delays. 

Mr.  Graham.  You  have  had  absolute  losses  because  of  deteriora- 
tion in  the  value  of  the  dollar,  is  that  it! 

Mr.  Ix)NO.  Absolute  losses,  on  account  of  failure  to  settle  the 
claims. 

Mr.  Gbaham.  And  consequently  deterioration  in  the  value  of  the 
dollar? 

Mr.  LoNO.  And  a  consequent  increase  in  the  price  of  leather.  I 
wouldn't  say  that  the  value  of  the  dollar  has  decreased  as  much  as 
that.  You  can  pay  bills  with  the  dollar  now  almost  as  well  as  you 
could  awhile  ago.  Now,  Mr.  Chairman,  may  I  make  a  statement? 
I  have  a  statement  that  I  would  like  to  read  here. 

Mr.  Gsaham.  What  is  the  statement? 

Mr.  Long.  I  have  a  paper  I  would  like  to  read. 

Mr.  Graham.  Is  it  a  statement  of  some  kind? 

Mr.  LoNO.  Yes,  sir. 

Mr.  Graham.  Why,  I  think  you  had  better  let  the  committee  see 
it,  and  if  it  is  proper  you  can  read  it. 

Mr,  Graham  (after  reading  paper).  The  committee  will  have  an 
executive  session  before  your  testimony  is  finished  to  consider  that 
proposition,  and  if  the  committee  thiiUts  it  advisable  will  let  it  go 
into  the  record  then. 

Mr.  Long,  I  understand  I  will  get  through  this  evening? 

Mr.  Graham.  Well,  if  we  can  get  thi-ough  with  tliese  contracts, 
we  can  allow  you  to  go. 

Mr.  Long.  Well,  if  we  cant  get  through  my  son  is  here.  My  son 
is  as  familiar  with  these  contracts  as  I  am,  so  i^  we  do  not  get  through 
with  my  testimony  I  would  like  to  substitute  him  to  answer  the  ques- 
tions; and  I  would  say  this,  Mr.  Chairman,  in  regard  to  the  profits 
on  the  contracts — on  the  R.  H.  Long  contracts— <iurine  the  war, 
that  when  the  war  began  we  had  a  number  of  companies  doing  busi- 
ness at  Framingham.  The  Framingham  Shoe  Co.  and  the  R,  H, 
Ix)ng  Co.,  and  R.  H,  Long  was  doing  business  as  a  manufac'turer. 
R.  H.  Long  was  doing  business  as  a  merchant.  Now,  all  of  those 
companies  were  consolidated,  and  the  property  was  consolidated  into 
the  K.  H.  Ix«i^  Co.  the  latter  part  of  1917.  so  that  after  the  1st  of 
January,  1918,  it  is  the  R.  H.  Long  Co.  Now,  if  you  want  to  know 
the  profits  during  the  war  you  would  have  to  take  the  profits  of  all 
of  those  different  concerns.  Now,  with  regard  to  that,  I  would  like 
to  know  if  you  want  that  informatiot;. 

Mr.  Graham.  Well,  we  would  like  an  insight  about  the  amount 
of  profits  made  during  the  war,  in  view  of  this  condition  that  you 
have  here  in  the  exhibits,  and  there  is  no  way  that  the  committee  can 
tel!  anything  about  that  without  knowing  what  they  were. 

Mr.  Long.  Well,  you  would  want  the  records  from  the  income  tax, 
or  profits  of  the  different  companies. 

Mr,  Graham.  Well,  I  should  think  so,  in  order  to  make  it  com- 
plete.    When  can  you  furnish  that? 
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Mr.  Long.  Oh,  that,  I  can  furnisli  that  Jioiiie  time  next  wc-k.  .  f 
that  will  be  satisfactorj'. 

Mr.  Graham.  Well,  I  judge  from  that  that  you  can  not  give  it  lo 
us  any  sooner. 

Mr.  Long.  Well,  it  would  be  a  very  difficult  matter  to  get  the 
i-equired  information.    It  would  require  some  study. 

Mr.  Graham.  How  many  schedules  did  you  file? 

Mr,  Long.  That  would  bo  another  thing;  to  be  considered.  The 
E.  H,  Long  Co.  has  an  interest  in  the  Velie  Body  Co..  that  mnnufar- 
tures  automobile  bodies,  and  it  would  have  some  bearin":  on  the 
question  as  to  how  much  should  go  in  there  about  our  work.  Tlie 
whole  thing  would  be  quite  difficult  to  pet  exactly,  ami  I  would  like 
to  know  if  that  will  be  for  the  confidential  use  of  "the  committee. 

Mr.  Graham,  "Well,  in  answer  to  that  proposition,  I  am  informed 
that  a  statement  that  you  offered  to  the  committee  here  yesterday  is  ia 
the  Massachusetts  press  to-day,  although  it  didn't  go  into  our  records, 
and  that  everything  that  seems  to  come  up  before  this  committee  seems 
to  have  gotten  into  the  press  some  way.  Now,  if  you  give  out  state- 
ments to  the  press  that  do  not  get  before  this  committee,  why.  surely, 
whatever  you  ^ve  to  the  committee — whatever  testimony  is  given  be- 
fore the  committee — ought  to  be  published.  I  judge  you  want  this  to 
be  known,  don't  you  ?    You  want  the  facts  to  be  known,  don't  you  ? 

Mr.  LoNo.  I  don't  see — I  would  like  to  ask  you,  Mr.  Chairman,  if 
you  still  are  of  the  opinion  that  we  made  an  exorbitant  profit,  and  you 
made  that  statenifnt? 

Mr.  Graham.  Well,  the  question  is  not  whether  statements  were 
made  to  the  press,  but  the  question  is  whether  you  did  or  did  not. 
That  is  the  question  that  is  before  the  people.    That  is  the  question. 

Mr.  Long.  Well,  don't  you  think  if  you  would  get  the  average  cost 
of  settlements  and  the  average  prices  of  goods  that  were  sold  to  the 
Government  that  that  would  throw  more  li^t  on  the  subject  than 
anything  else} 

Mr.  Graham.  Well,  I  don't  think  so.  I  don't  think  what  profits 
somebody  else  made  would  have  any  bearing  at  all  on  the  question  that 
is  before  us. 

Mr.  Long.  You  would  rely  entirely  on  the  income-tax  report,  would 
you  i 

Mr.  Graham.  Well,  that  would  be  mighty  good  evidence.  It  is 
assumed  that  they  are  correct,  isn't  it?     Thev  are  sworn  to. 

Mr,  Long.  Aside  from  the  question  of  their  being  correct — there 
are  a  good  many  others  things  that  would  enter  into  it,  aside  from  the 
question  of  their  correctness.  There  is  a  question  of  different  kinds 
of  business,  different  information,  and  the  amount  of  profit. 

Mr.  Graham,  Mr,  Long,  there  was  an  inquiry  made  of  you  by  the 
committee  this  morning  which,  in  my  judgment,  is  pertinent,  and  it 
was  in  view  of  the  contention  that  you  had  been  wronged  by  certain 
statements  that  are  supposed  to  have  been  made,  and  the  committee 
asked  you  to  show  to  them  what  profits  you  had  made,  and  we  asked 
along  lines  which  would  disclose  facts.  The  first  one  was  your  per- 
sonal property,  as  it  was  as.sessed  in  Massachusetts,  your  real  estate 
for  the  years  in  question.  The  next  was  a  disclosure  by  you  of  your 
income-tax  return  to  see  what  your  profits  were,  what  profits  you  had 
made,  and  the  third  was  a  request  to  inspect  your  books,  which  latter 
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request  you  refused  until  after  election.  Now,  I  judge  from  vhat  you 
say  now  that  you  are  willing  to  furnish  this  committee  with  a  state- 
ment of  your  income-tax  returns,  but  you  don't  want  that  informa- 
tion made  public.    Is  that  right} 

Mr.  LoNQ.  I  don't  think  that  the  committee  should  require  these 
things,  unless  they  are  making  the  same  requirements  of  every  concern 
that  thev  are  investigating. 

Mr.  Grauah.  Wen,  in  one  case,  I  know,  I  have  personally  asked 
for  income-tax  returns,  and  I  have  been  refused.  The  department 
refuses  to  let  anyone  see  those  income-tax  returns.  They  have  a 
nile  up  tliere  in  the  income  tax  department  that  nobody  but  the  de- 
partment, with  the  exception  of  the  individual  filing  the  returns,  can 
see  the  returns.  The  Treasury  has  a  ride  to  that  effect.  I  could  no 
more  get  your  income-tax  returns  on  subpoena  from  the  Secretary  of 
the  Treasury  than  I  could  fly. 

Mr.  Garrett,  The  income-tax  law  provides  for  that. 
Mr,  Graham.  You  are  the  only  man  tliat  could  get  that,  and  I 
don't  know  whether  you  could,  but  you  can  try. 

Now,  we  might  as  well  hasten  along  with  this,  if  we  are  to  get 
through  with  it.  Now,  I  found  another  contract  hei-e — and  all  of 
this  is  along  the  line  of  reasonableness — I  understand  you  have  stated 
that  you  didn't  buy  any  leather  at  50  per  cent  value;  that  you  didn't 
get  any  salvaged  stuff  at  50  per  cent,  or  less  than  what  its  value  is. 
^ow,  these  claims,  of  course,  are  very  pertinent,  and  ought  to  be 
inquired  about  along  that  line,  to  see  whether  you  did  or  whether 
you  did  not.  I  think  your  contention  about  that  is  correct.  Now, 
1  have  a  contract  liere  in  my  hand  that  is  numbered  P-8349-5030-Eq., 
which  is  for  apararejos.  The  first  item  in  there  is  raw  materials  to 
be  returned  to  the  contractor,  55,000  pounds  of  black  harness  leather, 
E^houlders,  at  45  cents  a  pound,  $15,750.  Adde<l  to  that  is  the  amount 
for  overhead,  making  the  total  of  $17,214.75.  Now,  you  got  that  at 
a  value  of  $7,875,  or  in  other  words,  at  less  than  50  per  cent  of  its 
cost,  plus  overhead,  and  less  than,  or  about — ^yes,  less  than  50  per 
cent  of  the  original  cost,  at  45  cents  a  pound. 
Mr.  Long.  Yes. 

Mr.  Graham.  Now,  what  have  you  to  say  about  tliat  black  leather, 
harness  leather,  shoulders,  Mr.  Ixtug} 
Mr.  LoNo.  WelL  I  got  stuck  on  it. 
Mr.  Graham.  Why! 

Mr.  LoKG,  Yes ;  I  was  able  to  sell  that  lot  of  leather,  and  I  got  18 
or  19  cents  a  pound.    I  lost  about  25  per  cent  on  it. 
Mr,  Graham.  Who  did  you  sell  it  to  ? 

Mr.   LoNO.  Bono  Allen,  Buford,  Ga.     That  confirms  my   story, 
that  harness  leather  was  a  gootl  deal  cheaper,  bc<'ause  that  sale  of 
harness  leather  at  that  time  was  very  much  less.     I  sold  that  to  Bono 
Allen,  Buford,  Ga.,  at  18  or  19  cents  apound.     We  got  it  from  the 
Government  at  25  cents  a  pound  and  sold  it  at  18  or  19  cents,  or  less. 
Mr,  Graham.  Well,  vou  got  it  at  less  tlian  25  cents.     You  got  it  at 
$7,877,  and  it  cost  $15,t50. 
Mr.  LoNO,  We  were  billed  at  50  per  cent, 
Mr.  Graham.  45  cents. 

Mr.  Long.  We  paid  22^  cents  on  some  kinds  of  it,  and  we  had  trou- 
ble of  handling  it,  selling  it  at  18  or  19  cents. 
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Mr,  Graham.  When  you  had  an  overhead  of  $1,464.76. 

Mr.  Loxo,  That  is  a  part  of  tlie  general  expense  of  that  $220,000. 

Mr.  Graham.  On  this  particular  claim,  also  you  have  a  claim  of 
$3,046.90  for  special  facilities,  of  which  you  say  the  present  value  is 
$609.38.  Was  that  a  part  of  that  general  arrangement  to  support 
this  cost? 

Mr.  LoNO.  Yes:  that  is  a  part  of  that. 

Mr.  Grahau.  Then,  you  claim  this  part  in  additionl 

Mr.  Allen.  The  expense  of  maintaining  the  plant,  between  the 
periods  of  the  discontinuance  of  the  Government  work  and  date  of 
settlement,  $1,650. 

Mr.  Grauau.  Are  you  not  in  the  habit,  Mr.  Long,  in  cases  of 
this  kind,  in  charging  up  Government  expense,  for  maintenance  of 
plant,  between  the  discontinuance  of  your  work  and  the  settle- 
ment) 

Mr.  LoNQ.  That  was  a  part  of  our  general  settlement  of  the 
$220,000.  That  didn't  begin  to  cover  our  losses  on  account  of  being 
prevented  from  getting  into  any  regular  business.  On  these  settle- 
ments we  didnt  get  hSf  of  our  losses. 

Mr.  Graham.  I  judge  from  what  you  say,  then,  you  were  fast 
sta^;ering  along  toward  bankruptcy,  if  these  things  hadi  gone  on 
as  you  say. 

Mr.  LoNO.  That  is  what  it  looked  like. 

Mr.  Grauau.  If  these  losses  were  what  you  said  they  were! 

Mr.  LoNQ.  If  we  had  had  a  few  more  years  like  this  year,  I  guess 
the  sheriff  would  have  been  looking  for  us.  I  might  be  able  to  get 
a  political  job. 

Mr.  Grahau.  Don't  expect  to  make  anything  out  of  that  if  you 
do.  except  to  get  cursed  and  abused  for  trying  to  do  your  duty. 

Well,  the  next  claim,  I  pick  up,  it  is  unnecessary  to  call  your 
attention  to  a  number  unless  you  want  it — you  may  remember  it — 
this  is  a  contract  that  I  have  here,  that  was  mentioned  by  Mr.  Ben- 
nett on  his  list,  and  seems  to  be  for  8,662  pinchas. 

Mr.  JjOHO,  Yes:  that  is  ri^t. 

Mr.  Graham.  It  is  for  4,477}  pounds  of  russet  harness  leather  at 
90  cents,  $4,299.75,  with  overhead  of  $402.46  on  it,  and  you  value  it 
at  $2,866.50,  which  was  a  little  more  than  50  per  cent  of  its  original 
value,  and  you  retained  it.  Is  that  all  that  russet  harness  leather 
was  worth ;  in  other  words,  has  rus,set  harness  leather  deteriorated 
in  value? 

Mr.  LoNO.  "Sow.  Mr.  Chairman,  as  I  remember  that  contract,  that 
was  allowed  to  go  to  Beardmore  &  Co.,  Canadian  tanners. 

Mr.  Graham.  Did  you  sell  it  to  themt 

Mr.  Long.  They  took  it  back;  took  the  Government  allowance 
on  it. 

Mr.  Graham.  In  that,  also,  you  have  as  other  items,  you  charge 
expenses,  storage,  insurance,  handling,  Government  materials,  to 
the  amount  of  $5,908.63;  and  then  $177,26,  then  you  charge  mainte- 
nance of  plant,  $600,  making  $777.26.  How  miich  of  the  cost  did 
you  have  there  for  maintenance  of  plant,  do  you  know) 

Mr.  Long.  The  charge  on  that  is  on  the  $3,000,000  leather  con- 
tracts; the  total  charges  of  that  is  $220,000,  for  facilities  and  mainte- 
nance, and  all  other  charges. 

Mr.  Graham,  Now.  let  me  see:  do  you  mean  that  in  all  of  your 
settleniPTits  of  the  leather  contracts  that  you  only  received  $221,000! 
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Air.  LoNO.  That  is  all  I  received,  except  for  materials  that  we 
taunted  over  to  the  Government,  for  \Fh)cn  they  paid  us — we  only 
received  $220,000  altogether. 

!Mr.  Graham.  Two  hundred  and  twenty  thousand  dollars  cash! 
Sir.  LoNO.  That  pays  for  all  losses  on  facilities,  maintenance  of 
plant,  to  carry  us  alon^  until  we  get  into  business,  all  losses,  handling 
charges  of  every  description,  about  Qi  per  cent,  a  little  more  than  a 
man  would  get  for  selling  if  he  took  an  order  and  didn't  do  any- 
thing. 

Mr.  Graham.  A  tabulation  of  these  various  contracts  shows  the 
following  results,  here,  according  to  Mr.  Bennett,  and  I  want  to 
ask  you  whether  they  are  correct  or  not,  on  these  various  claims  that 
you  have  filed  down  here,  which  have  been  passed  on,  the  amount 
paid  for  cancellation  of  these  contracts  charged  is  $367,859.35.  Do 
you  know  whether  or  not  that  is  right! 

Mr.  Long.  Yes ;  that  includes  the  payment  for  leather. 
Mr.  Graham.  That  amount  was  paid  for  cancellation  of  the  con- 
tracts! 

Mr.  LoN'o.  That  is  largely  amounts  paid  for  material  turned  over 
to  the  Government. 

Mr.  Graham.  Is  that  amount  correct! 

Mr.  Long.  It  is  a  good  deal  more  than  we  cot.  $220,000  was  the 
amount  we  got  for  the  cancellation  of  the  $3,01)0,000  contracts.  We 
ftot  an  additional  sum,  of  course,  if  they  took  any  materials,  and 
goods  that  were  delivered  to  them  before  they  were  cancelled. 

Mr.  Graham.  Do  you  know  how  much  cash  was  paid  you  on 
these  settlements ! 

Mr.  Long.  I  think  about  $2,000,000  we  have  collected  so  far,  and 
there  is  a  half  a  million  or  so  outstanding  on  contracts — more  than 
that. 

Mr.  Graham.  More  than  that! 
Mr.  Long.  Yes,  sir. 
Mr.  Graham.  How  much  more? 

Mr.  LoNO.  Why,  I  believe  the  total  would  be  about  $750,000,  and 
if  we  should  go  to  the  Court  of  Claims,  I  expect  that  it  would  be 
$1,000,000  or  more,  if  we  should  collect  what  would  really  be  right. 
I  think  if  we  would  collect  what  we  are  entitled  to  on  these  con- 
tracts, it  would  total  $1,000,000.  Twice  as  much  has  been  cancelled. 
If  we  were  paid  what  we  have  put  into  plants  for  the  Government, 
we  would  collect  more  than  twice  as  much  for  those  indefinite 
chaises,  compensation,  losses,  and  so  forth. 

Mr.  Graham.  Well,  is  it  your  purpose  to  go  before  the  Court  of 
Claims  with  this  matter! 

Mr.  LoNO.  "So;  our  purpose  is  to  adjust  these  claims  in  a  very 
moderate  way  as  soon  as  we  can  meet  with  people  who  will  use  the 
information,  and  not  try  to  conceal  from  us  the  information  as  to 
the  delivery  methods  ana  so  forth. 

Mr.  Graham.  Do  you  remember,  on  one  occasion  you  had  a  talk 
with  Col.  Bessey  and  Maj.  Dickinson,  in  which  you  had  an  alter- 
cation with  them  about  the  matter,  and  then  finally  exhibited  a  letter 
from  some  one  in  Washington;  do  you  remember  that  circumstance! 
Mr.  LoNo.  Yes. 

Mr.  Graham.  Whose  letter  was  that! 
141211— 20— TOL  2 6B 
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Mr.  Long.  It  was  a  letter  written  by  Secretary  Crowell,  advising 
that  we  were  entitled  to  a  partial  settlement  when  we  could  agree  on  a 
partial  settlement.  That  was  in  accordance  with  the  circulars  of  the 
Secretary  of  War,  which  were  in  order  to  allow  contractors  to  get  back 
into  commercial  business,  when  settlements  should  be  made  on  such 
contracts,  and  the  contractors  and  the  Government  could  agree.  As  a 
result  of  that,  we  finally  did  get  from  that  department  a  partial 
settlement. 

Mr.  Gbahah.  Did  you  tell  these  gentlemen  that  if  they  didn't  settle 
these  matters  you  would  take  it  over  their  head  to  somebody  that 
would  ? 

Mr.  Long.  I  believe  I  told  tliem  that  they  didn't  know  much  about 
this  business  and  that  I  would  probably  find  somebody  above  them 
that  did. 

Mr.  Graham.  Thatisyour  opinion  still? 

Mr.  Long.  My  opinion  is  very  much  more  confirmed  tlian  it  was 
then. 

Mr.  Graham.  Now,  this  statement — tabulation  here — shows  that 
the  original  cost  of  the  property  taken  over  by  you  was  $351,404.77 
and  that  you  allow  for  that  property  taken  over  $195,991.04.  Do  you 
know  whether  those  figures  are  approximately  correct! 

Mr.  Loxa.  Yes:  I  should  say  they  are. 

Mr.  Graham.  The  statement  also  shows  that  you  received  for  main- 
tenance, insurance,  etc.,  a  total  of  $73,448.82. 

Mr.  Long.  That  is  a  part  of  that  $220,000. 

Mr.  Graham.  Well,  I  am  getting  to  that  now.  Did  you  say  that  is 
apart? 

Mr.  LoNO.  Yes,  sir ;  everything  relating  to  maintenance  of  plant — 
overhead — that  is  a  part  of  it;  a  part  of  that  $220,000. 

Mr.  Graham.  The  evidence,  Mr.  Long,  shows  before  this  committee 
this  to  be  true:  The  maintenance  of  plant,  interest,  etc.,  the  sum  was 
$73,448.82  and  another  charge  of  $22,285.33,  and  for  special  facilities 
$228,673.41;  that  you  were  allowed  for  special  facilities  $44,080.43. 
Now,  do  you  know  whether  or  not  that  statement  is  approximately 
correct? 

Mr.  LoNo.  I  should  say ;  but  that  includes  a  whole  lot  of  special 
facilities  on  other  contracts  where  we  went  out  and  bought  something 
especiaUv  for  that  very  contract. 

Mr.  GrRAHAM.  Well,  did  you  receive  special  facilities  that  cost 
$228,673.41  and  then  allow  for  tliem  $44,080.43  ? 

Mr.  Long.  No;  I  don't  think  that  is  right;  there  is  a  mix  up  some 
way. 

Mr.  Graham.  Well,  the  statement  before  this  committee  on  con- 
tracts that  have  been  offered  in  evidence  here,  in  which  these  tabulated 
figures  are  based,  show  that  to  be  true.    You  say  it  isn't  true? 

Mr.  Long.  Yes;  it  is  mixed  up  in  some  way.  We  received  on  the 
leather  contracts  $220,000,  approximately,  for  account  of  special 
facilities  and  maintenance  of  plant  and  other  charges  to  carry  us 
along  imtil  the  time  that  we  could  get  back  in  business.  Now,  there 
are  some  other  contracts — one  or  two  contracts — in  which  we  re- 
ceived— ^had  special  facilities.  Those  are  peculiar  circumstances  in 
connection  with  the  contracts. 

Mr.  Graham.  You  stated,  did  you  not,  that  you  got  20  per  cent, 
for  special  facilities 
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SAr.  LoNO  (interposing).  What  I  stated  was  that  ne  took  the  cost 
on  special  facilities,  and  then  we  allowed  20  per  cent  on  those  special 
facilities — that  is,  machinen-,  etc.  That  balance  was  from  four  to 
Rve  hundred  thousand  dollars,  and  that  was  set  up  against  the  total 
contract  of  about  $35,000,000,  so  the  amount  collected  on  tliat  whs 
about  10  per  cent  on  this  $3,000,000,  because  $3,000,000  would  be  a 
little  less  than  35  per  cent. 

Mr.  Graham.  Well,  this  shows  that  the  totalfor  special  facilities 
was  $228,673.41,  and  that  you  allowed  for  it,  $44,080,  approximately 
one-fifth  of  its  cost,  and  the  question  in  m>"  mind  is  whether  that  is 
correct.    The  figures  show  that  to  be  true. 

Mr.  Long.  You  have  the  unit  allowance  mixed  up  in  there  for 
textiles.  (After  examination  of  documents  and  informal  discussion). 
Mr.  Graham.  Now,  Mr.  Long,  let  me  call  i|'our  attention  to  the 
fact  that  this  is  the  situation,  there  has  been  intro<luced  here,  that 
this  does  not  include  only  the  leather  contracts,  that  it  includes  all 
settlement  made  by  you;  how  many  are  there — 61  or  62  settleraetns? 
And  that  is  for  the  leather  contracts,  and  so  on. 
( Conferring  with  witness  as  to  documents). 

Mr.  LoNO.  That  statement  is  correct.  The  total  amount  received 
for  facilities  is  about  $106,000,  a  little  less  than  $106,000;  $81,281,  on 
leather;  $24,644.52  on  the  textiles. 

Mr,  Graham.  Well,  it  will  be  necessary  to  go  through  all  of  these 
contracts,  then,  and  find  out  how  much  that  is  in  direct  conflict  be- 
tween you  and  Mr.  Bennett,  on  that  proposition, 

Mr.  LoNQ.  I  would  say  that  on  these  amounts  charged,  the  amounts 
paid  to  us  on  the  contracts,  there  were  large  amounts  that  we  had 
turned  over  to  subcontractors  on  account  of  subcontractors, 

Mr.  Graham.  All  this  committee  can  tell  about  this  special  claim 
and  what  was  allowed  you,  and  we  are  infonned  by  this  tabulation 
that  these  figures — if  they  are  correct — if  you  say  they  are  not  true, 
we  will  have  to  go  through  all  of  these  contracts  and  find  out,  that  is 
all  there  is  to  it.  because  the  facts  must  be  shown. 

Mr.  LoNo.  Well,  you  are  wrong  on  that,  Mr.  Chairman.     The 
'  leather  contracts  were  $81,000,  ana  we  only  received,  charged  for 
facilities  on  the  other  contracts,  amounting  to  $24,000. 
Mr.  Graham.  Mr.  Bennett.     Have  we  all  of  these  contracts  here? 
Mr.  Bennett.  Yes,  sir. 

Mr.  LoNo.  You  have  got  it  mixed  up,  the  total  charge  and  the  total 
value,  in  some  causes  is  not  what  was  collected. 
Mr.  Graham.  How  is  that? 
Mr.  Bennett.  May  I  explain  a  little  bit  on  that.    This  item  here 

relates  to 

Mr.  Graham.  Explain  it  in  the  record. 

Mr.  Bennbtt.  There  are  two  items,  $51,906.68  each,  that  are 
charged  to  special  facilities;  do  you  want  me  to  explain  those  con- 
tracts? 

Mr.  Graham.  Yes;  explain  that;  that  is  where  I  think  the  special 
facilities  and  that  evidence  conflicts. 

Mr.  Bennftt.  Now,  in  those  two  items,  that  is  evidently  charged 
Mr.  Long,  approximately  $17,000.  which  is  deducted  from  alwut 
$104,000,  which  would  leave  $87,000.  and  from  that  $87,000  should 
be  deducted  from  ^28,000.    That  relates  to  a  contract  that  had 
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previously  been  completed,  those  items  in  these  two  particular  cases. 
They  charge  us  $51,000  and  then  charge  back  on  the  contract  that 
had  been  conipletad,  approximately  $1,000,000  on  the  three  con- 
tracts, then  they  charge  on  this  contract  that  was  partiaUy  can- 
celed  

Mr.  Gbaham.  Lets  get  that  straight.    How  much  were  theset 

Mr.  Benkett,  Why,  he  charges  on  each  one  of  the  contracts 
$51,906.68. 

Mr.  Graham.  On  the  300,000  pack  carriers? 

Mr.  Bennett.  Yes.  And  in  the  300,000  haversacks  they  charge 
the  same  amount,  in  both  contracts,  but  then  they  go  to  work  and 
take  those  off  of  the  claims  as  an  absorption. 

Mr.  Grahaii.  Now,  tell  about  this — is  this  in  the  statement  [indi- 
cating]! 

Mr.  Bennett.  That  is  not  in  this  statement,  but  in  the  accompany- 
ing figures  that  Mr.  Long  has  got  there.  The  machinery  is  about 
$17,000.  This  is  the  way  the  figures  state  that  amount  that  is 
charged  up  in 

Mr.  Graham.  Are  they  charged  to  special  facilities  in  these  con- 
tracts! 

Mr.  Bennett,  Yes,  sir;  for  special  facilities  in  these  contracts; 
then  the  total  amount  charged  to  special  facilities  on  all  of  the  con- 
tracts is  $228,673.41. 

Mr.  Long.  Mav  I  interrupt,  Mr,  Bennett.  Mr,  Chairman,  Mr, 
Bennett  is  all  balled  up,  and  he  has  got  items  there  that  are  not  right. 
We  only  estimate  that  we  got  $81,000  on  the  leather  contract,  and 
$24,000  on  tlie  other  contracts.  He  says  we  have  got  it  charged  in 
there.     That  is  on  something  else. 

Mr.  Bennett.  Don't  worry  about  that, 

Mr.  Graham.  You  mean  to  say  you  received  $228,000! 

Mr.  LoNO.  No.  sir;  I  did  not  make  any  statement  to  that  effect; 
that  is  what  the  chairman  is  trying  to  convey  that  we  received. 

Mr.  Graham.  No;  I  say  you  charged  that  much? 

Mr.  IjONO.  We  didn't  charge.  We  simply  went  to  work  and  got 
the  materials  in  and  charged  the  Government  for  it, 

Mr.  Graham.  Exactly  so;  put  the  cost  in.  Now,  lets  take  this, 
and  find  out  the  way  you  do  it, 

Mr.  Long.  Take  those  two  contracts  in  question. 

Mr.  Graham,  Yes;  find  those  two  contracts. 

Mr.  Long.  Those  others  that  you  mention  you  have  are  all  right 
as  far  as  I  can  see. 

Mr.  Graham,  Now,  we  have  these  two  contracts,  over  which  there 
is  a  controvei-sy  between  you  and  Mr,  Bennett.  This  seems  to  be 
the  total  amount  that  was  charged  for  the  facilities  and  the  total 
amount  that  was  allowed  back  for  the  two  items  that  seem  to  be  in 
controversy.  One  is  on  contract  P-8340-5021-Eq.,  for  300,000  pack 
carriers,  and  the  other  one,  the  other  contract  is  numbered  8051-4926- 
Eq.,  for  300,000  haversacks,  each  one  of  the  items  being  for  the 
amount  of  $51,906.68,  for  special  facilities.  Now,  in  one  of  your 
statements,  however,  Mr.  Bennett,  there  is  a  charge  for  special 
facilities 

Mr.  Bennett.  No;  my  statement  only  has  $3,900  on  one  and 
$11,000  on  the  otbar. 
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Mr.  Graham.  The  statement,  however,  is  made  in  this  tabulated 
statement,  which  you  say  is  not  correct,  those  two  items  being  charged, 
yoii  say  is  not  correct? 

Mr.  Bennett.  I  only  charged  $3,900  on  one  and 

Mr.  Graham  (interposing).  Let's  read  the  special  facilities.  The 
first  item  is  $61,906.68.  Now,  that  is  the  cost  of  special  facilities,  as 
you  are  making  it  in  this  claim,  isn't  it? 

Mr.  LoNo.  Yes. 

Mr.  Graham.  Well,  then,  if  that  is  true,  both  of  the  totals  to- 
gether for  special  facilities,  the  amount  enumerated  here  is  $228,673! 

Mr.  Loxo.  No;  that  cost  was  $51,000,  which  was  the  cost  of  tliose 
special  facilities  for  the  two  contracts. 

Mr,  Graham.  Exactly. 

Mr.  LoNO.  That  is  the  cost  of  the  two  contracts. 

Mr.  Graham.  Yes;  I  understand. 

Mr.  Bennett.  Now,  the  charges  made  on  that,  there  are  three  of 
them.    One  is  $3,900,  and  one  is  $11,000,  and  on  the  other  one 

Mr.  Gkaham  (interposing).  This,  in  Mr.  Bennett's  statement, 
which  you  say  is  incorrect,  under  the  head  of  special  facilities  he 
gives  the  cost  of  special  facilities  as  charged  in  the  contracts,  and  in 
settlement 

Mr.  LoNO  (interposing).  Well,  it  isn't  right.  We  have — we  took 
the  cost  of  special  facilities  for  $665,000 

Mr.  Graham  (interposing).  I  will  go  into  that. 

Mr.  LoNO.  All  right. 

Mr.  Graham.  I  desire  to  find  out  how  you  got  this  $51,000  in  each 
case ;  now,  then,  you  charge  up,  you  say,  the  cost  of  special  facilities 
in  each  of  these  two  cases,  is  $51,906.68.  Now,  in  each  case  that  was 
a  loom. 

Mr.  LoNO.  That  was  in  connection  with  looms. 

Mr.  Graham.  What  was  it! 

Mr.  LoNO.  Looms,  and  other  machinery  that  were  connected  with 
them. 

Mr.  Graham.  What  were  you  ^ing  to  do  with  them ! 

Mr.  Long.  Manufacture  webbing. 

Mr.  Graham.  When  did  ^ou  buy  thoae  looms? 

Mr.  LoNO.  Bought  them  in  the  latter  part  of  1918 ;  made  a  trade 
for  them  in  1918,  m  tlie  summer  of  1918. 

Mr.  Graham.  Now,  do  you  remember  on  this  contract  which  you 
had  for  haversacks,  300,000  haversacks,  you  had  charged 

Mr.  Long  (interposing).  We  had  a  lot  of  contracts  for  haversnckH. 

Mr.  Graham.  Do  you  remember  contract  No.  P-83  10-.i021-Eq? 
Now,  what  do  you  mean  by  5021-Eq  'I 

Mr.  LoNO.  That  was  a  contract  for  pack  carriers. 

Mr.  Graham,  For  pack  carriers? 

Mr.  Long.  Yes. 

Mr.  Graham.  Well,  did  you  use  the  looms  in  making  pack  carriers! 

Mr.  LoNO.  We  used  web  for  pack  carriers  and  haversacks. 

Mr.  Graham.  How  many  were  you  making! 

Mr.  LoNO.  We  were  to  make  300,000. 

Mr.  Graham.  Did  you  finish  them? 

Mr.  LoNO.  We  didn't  quite  finish  them. 

Mr.  Graham.  You  did  not  finish  that  contract! 
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Mr.  Long.  No  :  not  ^uite. 

Mr.  Gbah.\m.  That  is  the  former  one  I  am  speaking  about,  5021- 
Ea? 

Mr.  Long:  No;  we  did  not  finish  that. 

Mr.  Graham.  Did  you  ever  file  a  claim  for  itt 

Mr.  LoKG.  Yes.  sir:  certainly  we  filed  a  claim  for  that  part  that 
was  canceled  for  pack  carriers,  totaling  $3,942.27. 

Mr.  Graham.  Well,  why  did  you  sjy  here  loss  of  supplies,  in  5(61- 
£q;  what  does  that  mean! 

Mr.  Long.  Thnt  means  we  paid  $5,000  for  lo<Mns  and  setting  tliem 
up  for  the  purpose  of  manufacturing  webbing  to  go  on  the  contiact 
for  300,000  pack  earners  on  contract  No.  5021  and  300,000  haver- 
sacks on  contract  No.  4926.  Now,  we  finished  most-  of  these  two  con- 
tracts, each  of  the  contracts,  bo  w«  only  charged  in  our  loss  on  the 
looms  and  machinery  connected  with  it  in  proportion  as  the  amount 
of  the  unfinished  contract  bore  to  the  value  of  the  looms. 

Mr.  Graham.  Well,  what  was  the  value  of  the  looms? 

Mr.  LoXG.  AV'e  sold  them  for  $10,000,  and  we  have  never  gotten  the 
$10,000,  That  is  just  what  we  got  for  them,  and  we  charged  the 
balance  to  the  proportion  of  the  contract  that  was  unfinished. 

Mr.  Graham,  The  looms  cost  $51,906.68  apiece;  how  long  did  you 
use  them  ? 

Mr.  Long,  No  :  that  is  the  total. 

Mr.  Grahasi.  The  looms  and  the  outfit;  how  long  did  you  use  that 
outfit* 

Mr,  Long.  Why.  we  used  it  a  very  short  time.  As  a  matter  of 
fa<t,  we  never  could  get  them  to  work  properly, 

Mr.  Graham.  And  then  you  sold  them  for  $10,000? 

Afr.  Long,  AVe  sold  them  for  $10,000  and  charged  the  balance, 
which  was  our  loss.  §41.000.  and  then  that  part  of  that  $11,000  was 
charged  to  the  Government;  that  is,  the  proportion  of  the  contract 
that  was  unfinished. 

Mr,  Graham,  Does  this  mean  both  of  these  loom  outfits? 

Mr.  Long.  Whv,  this  is  all  one. 

Mr.  Graham.  Just  one  loom? 

Mr.  Long.  Why,  it  is  a  lot  of  looms,  there  are  a  lot  of  looms  in 
that  amount,  $51,000. 

Mr.  Graham.  Well,  for  this  $51,000  in  each  claim,  it  is  the  same 
item, 

Mr.  Long.  That  is  the  same  item ;  yes,  sir.  That  is  what  I  have 
been  trying  to  explain. 

Mr.  Graham,  And  who  did  you  sell  those  to? 

Mr.  Long.  We  sold  them  to  the  pftrty  that  we  bought  them  from. 

Mr,  Graham,  Who  was  that? 

Mr.  Long.  That  was  a  concern  in  Fall  Kiver — ^Kilbum-King  Co,, 
of  Fall  River,  We  sold  them  to  them,  and  they  do  not  have  the 
money  to  pay  for  them,  and  I  don't  expect  to  get  the  money, 

Mr.  Graham,  Now,  you  say  that  these  two  contracts  that  I  have 
here,  one  for  300,000  pack  carriers,  and  the  other  contract  for  300,000 
haversacks,  are  the  two  contracts  for  which  you  expended  this 
$51,906.68? 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  And  that  the  references  in  these  two  claims,  your 
contract  49-2fi-Eq  and  contract  5021-Eq  refer  to  these  two  machmest 
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Mr.  LoxG.  There  is  just  one  machine  used  in  both  contracts. 

Mr.  Graham.  That  is  what  is  referred  to  by  these  two  contracts! 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  Well,  why  are  they  numbered  differently  from  what 
you  have  got  in  your  claims? 

Mr.  Long.  Why,  that  is  not  the  number  given  this  so  far  as  I 
know.  If  you  will  look,  you  will  find  that  the  numbers  on  the  con- 
tracts are  different.  This  contract  (indicating)  for  instance,  is  for 
300,000  haversacks,  and  its  number  is  8051-4926-Eq. 

Mr.  Graham.  The  other  one  seems  to  be  number^  P-8340-5021- 
Eq.    Those  are  the  numbers } 

Mr.  Long.  No,  those  are  two  different  contracts. 

Mr.  Graham.  I  know,  but  those  numbers  cover  the  contracts! 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  You  never  had  any  contracts  prior  to  these  con- 
tracts, prior  to  the  time  you  purchased  these  looms! 

Mr.  Long.  We  never  produced  anything  on  those  looms.  W© 
bought  them  for  the  purpose  of  helping  the  Government  get  a  supply 
of  webbing.  Then  we  bought  about  $200,000  worth  of  yam,  whicn 
we  didn't  use,  and  for  which  we  are  not  able  to  get  anv  claim. 

Mr,  Graham.  For  what  did  you  purchase  that  yam! 

Mr.  Long.  We  purchased  that  yarn  for  the  purpose  of  manufac- 
turing webbing. 

Mr.  Graham.  Well,  that,  I  suppose,  isn't  worth  anything,  either! 

Mr.  Long.  Why,  we  will  get  something  out  of  it.  W©  nave  sold 
some  of  it,  but  we  have  lost  a  large  amount  of  money  on  it, 

Mr.  Graham.  Well,  do  you  say  to  the  committee  that  the  price  on 
that  particular  part  of  yam  has  gone  down! 

Mr.  Long.  We  bought  it  for  62  cents,  62  to  66  cents;  we  sold  it  for 
50  cents  a  pound  and  at  40  cents  a  pound.  That  was  the  best  price 
we  could  get  for  it,  and  we  have  been  trying  pretty  hard,  and  we  had 
to  sell  it  on  the  installment  plan,  and  the  man  that  is  taking  it  is 
using  it  and  paying  money  on  it  from  month  to  month  as  he  sells  it 
to  the  retailers. 

Mr.  Graham.  Well,  how  do  von  fi^re,  then,  that  the  prices  on  that 
yam  have  gone  down  when  the  prices  of  yam  on  the  market  have 
gone  up! 

Mr.  Long.  Why,  special  yams,  like  special  machinery,  or  any- 
thing tliat  is  out  of  style,  can't  be  sold.  That  has  no  regular  com- 
mercial value.  That  was  special  yarn  for  the  purpose  to  be  used  in 
this  lot  of  material,  and  there  isn't  any  market  for  it. 

Mr.  Graham.  Had  you  paid  for  this  $51,000  worth  of  machinery 
when  you  bought  it ! 

Mr.  Long.  When  I  bought  it! 

Mr.  Graham.  Yes! 

Mr.  Long.  I  paid  for  it  after  I  bought  it. 

Mr.  Graham.  Did  you  p^  for  it  before  you  turned  it  back! 

Mr.  LoNO.  Oh  jyes,  yes ;  I  advanced  money  on  it  before  I  got  it. 

Mr.  Graham.  Then  you  turned  .>t  back  at  $10,000.  Had  you  used 
it  at  all! 

Mr.  Long.  We  tried  to  use  it,  but  we  couldn't  make  it  go.  It 
wouldn't  work. 
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Mr.  Gbahah.  Well,  was  there  no  guarantee  attadied  to  them  that 
they  would  work? 

Mr.  Long.  They  were  guaranteed,  but  they  were  not  any  good, 
finaDciallT.  We  were  stuck  trying  to  help  the  Government  get  a 
new  supply.  We  took  a  lot  of  (dances.  I  think  I  was  ruther  foolish, 
the  way  it  looks  now,  and  the  roasting  I  have  gotten  on  this  proposi- 
tion. It  was  fine  when  they  were  looking  for  the  material  and  wanted 
the  goods. 

Mr.  Graham.  Sir? 

Mr.  LoNO.  I  say  it  was  fine — everything  was  lovely  and  we  were 
pretty  good  fellows  when  the  soldiers  didivt  have  the  -equipment  and 
they  wanted  us  to  get  out  the  goods  any  way. 

Mr.  Graham.  Now,  lets  see  about  that,  Mr.  Long.  Do  you  think 
that  the  Government  pursued  you,  to  fry  to  get  you  to  take  these  con- 
tracts, or  did  you  take  them  voluntarily? 

Mr,  LoNO.  I  did  everything  I  could  to  supply  the  goods  for  the 
Army. 

Mr.  Graham.  Well,  you  were  as  anxious  to  get  the  contracts  as  tiiey 
were  to  give  them  to  you  ? 

Mr.  I^NQ.  I  wasn't  anxious;  I  knew  that  I  could  make  goods  as 
well  as  other  people. 

Mr.  Graham.  Why  did  you  get  all  of  this  machinery  and  get 
ready  for  War  Department  orders  if  you  didn't  expect  to  profit? 

Mr.  LoNO.  As  a  patriotic  citizen,  to  use  alt  of  my  resources  to  help 
win  the  war. 

Mr.  Graham.  That  is  what  you  were  getting  all  of  these  facilities 
here  for? 

Mr.  LoNO.  I  did  a  lot  of  things  that  nobody  else  did  during  the 
war. 

Mr.  Graham.  Well,  now 

Mr.  LoNO  (interposing).  That  is  only  instance  there  where  I  paidi 
out  $51,000  on  machinery  and  didn't  get  anything  on  it,  and  sold  it 
for  $10,000  to  a  man  with  bad  credit. 

Mr.  Graham.  Well,  you  didn't  lose  anything  by  doing  it? 

Mr.  LoNO.  Ijose?    Yes;  I  lost.    I  had 

Mr.  Graham  (interposing).  Didnt  you  chai^  it  up  to  the  Gov- 
ernment? 

Mr.  Long.  I  got  $15,000  from  the  Government. 

Mr.  Graham.  Do  you  think  that  it  was  a  positive  benefit  to  the 
Government  to  buy  $51,000  worth  of  machinery  for  the  Govern- 
ment, and  then  get  it  back  from  the  Government  for  $10,000? 

Mr.  LoNO.  I  aid  that  at  the  request,  and  with  the  approval  of  men 
in  the  Government  service,  to  create  a  new  supply  so  as  to  supply 
the  webbing.  All  contractors  were  more  or  less  delayed  because  tnere 
wasn't  enough  machinery  i^i  use  to  produce  the  webbing.  They 
were  using  all  of  the  facilities  in  the  regular  loom  manufactures, 
and  these  were  looms  that  these  men  were  making  as  an  experimental 
proposition;  that  is  what  they  were,  experimental. 

Mr.  Gbahah.  And  did  you  know  an^hing  about  making  webbing 
before  you  went  into  this? 

Mr.  Ix)NO,  No,  sir. 

Mr.  Graham.  Did  you  know  anything  about  making  these  other 
war  goods? 
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Mr,  LoNQ.  Oh,  ■ 


Oh.yes. 

Mr.  Graham.  You  did! 

Mr.  Long.  Yes;  I  had  been  manaf acturiog  a  good  many  ulicles. 

Mr.  Grahau.  You  had  been  making  for  t£e  Rossian  and  English 
Oovermnents  I 

Mr.  Long.  I  had  made  some  for  the  English  Government 

Mr.  Graham.  Did  you  find  that  very  remunerative! 

Mr.  LoNQ.  Yes,  sir;  I  guess  I  did. 

Mr.  Graham.  Wasn't  it  your  expectation  that  you  would  make 
a  profit  on  these  contracts? 

Mr.  Long.  Well,  I  expected  to  make  a  reasonable  profit,  but  I  was 
willing  to  take  more  chances  than  anybody  else  in  the  line  of  goods 
we  were  making. 

Mr.  Graham.  What  did  you  pay  in  general,  if  you  can  remember. 
in  ^neral,  for  leather  goods,  that  you  took  over  from  time  to  timet 

Mr.  LoNO.  We  paid  according  to  the  regular  schedule,  which  was 
on  black  leather,  85  per  cent;  on  russet  aide,  66|  per  cent;  on  rus- 
set  strap  leather  and  oacks,  50  per  cent. 

Mr.  Graham.  And  you  took  all  of  this  leather  you  got  from  time 
to  time  at  those  prices! 

Mr.  Long.  Yes,  sir ;  and  turned  it  over  to  the  subcontractor  from 
-whom  we  bad  purchased  the  leather. 

Mr.  Graham.  Who  were  your  principal  subcontractors! 

Mr.  Long.  N.  E.  Allen  &  Co.,  Kenosha,  Wis. ;  Graydon  &  Knight 
Co.,  and  also  the  Beardnow  Leather  Co.,  of  Toronto. 

Mr.  Graham.  Did  you  keep  any  of  that  leather  in  your  factory 
that  you  took  over,  Mr.  Long! 

Mr.  Long.  Very  little. 

Mr.  Graham.  Well,  about  what  proportion  of  it  did  you  charget 

Mr.  LoKo.  About  15  or  20  per  cent.  Then,  the  only  leather  that  I 
can  recall  that  we  kept  was  pieces  that  no  one  else  wanted. 

Mr.  Graham.  What  was  that? 

Mr.  Long.  Largely  scrap  pieces. 

Mr.  Graham.  Were  you  able  to  use  them  in  any  way? 

Mr.  LoxG.  Yes. 

Mr.  Graham.  In  your  business? 

Mr.  LoxG.  We  used  them — I  used  these  scrap  pieces,  the  scrap 
leather,  in  place  of  a  flexible  split  leather  for  inner  soles. 

Mr.  Graham.  In  the  shoe  business? 

Mr.  Long.  Yes,  sir. 

Mr.  Graham.  Most  of  these — a  good  many  of  these  contracts,  ini 
the  cancellation,  I  find  you  have  made  a  standard  allowance  of  21 
cents,  for  instance,  here  is  32,d59  meat  can  pouches,  cancelled  at  21 
cents;  how  did  you 

Mr.  Long.  That  was  2.1  cents.  That,  Mr,  Chairman,  was  an  ar- 
rangement that  we  made  with  the  contracting  officer,  fixing  a  unit 
allowance  on  textile  goods,  and  I  assisted  in  bringing  down  the  price- 
to  lower  than  the  other  contractors  wanted  to  take. 

Mr.  Graham.  Where  did  you  do  that? 

Mr.  LoKG.  At  Washington,  in  the  department's  office  in  Washing- 
ton. 

Mr.  Graham.  Do  you  remember  tJie  particular  occasion  when  yow 
were  able  to  bring  down  the  price? 
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Mr.  LoNo.  Yes,  sir, 

Mr.  Graham.  When  was  that? 

Mr.  LoMG.  Soon  after  the  armistice. 

Mr.  Graham.  Soon  after  the  armistice  was  signed! 

Mr.  LoMO.  Yes,  sir. 

Mr.  Graham.  Did  you  try  to  bring  it  down  before  the  armistice? 

Mr.  LoNO.  There  was  no  question  of  adjustment  of  contracts  until 
after  the  armistice. 

Mr.  Graham.  How  long — you  don't  remember  about  how  long 
after  the  armistice? 

Mr.  LoNO.  As  I  remember,  it  was  about  a  month  after  the  armistice. 

Mr.  Graham.  Who  was  there,  then? 

Mr.  Long.  Different  contractors,  Maj.  Shinkle,  represented  the 
■Government,  and  some  others,  and  there  were  some  contractors,  I 
think  they  were  all  textile-goods  manufacturers.  It  was  the  lowest 
^settlement  that  was  made  on  contracts,  tliat  was  made  by  any  de- 
partment, connected  with  the  manufacure  of  military  supplies,  I  be- 
lieve. It  was  less  than  the  prices  a  salesman  would  charge  for  selling 
■  goods.    It  averaged  about  ii  per  cent. 

Mr.  Graham.  I  want  to  ask  you  about  another  thing.  There  is  a 
statement  here  that  has  been  made  by  Mr.  Bennett,  about  latigo 
istrings;  how  much  do  you  say  was  wa^^  there  when  you  cut  those 
latigo  strings? 

Mr.  Long.  Why,  I  should  say  about  two-thirds  was  wasted. 

Mr.  Graham.  You  can  only  cut  one-third? 

Mr.  Long.  I  believe  about  one-third.  For  instance,  that  is  the 
length  [indicating],  and  you  cut  a  piece  out  about  like  that  [indicat- 
ing]. That  is  as  much  as  you  could  cut.  You  could  not  cut  down  into 
the  belly,  because  the  straps  have  to  be  good  straps,  and  you  could 
not  cut  down  this  way  [indicating],  because  it  would  not  be  long 
«nough.  You  could  oiuv  get  one.  You  could  not  cut  across,  because 
it  would  not  do.  Mr.  Bennett  does  not  know  about  that;  he  does 
not  know  much  about  it. 

Mr,  Graham.  The  rest  of  that  side,  then,  you  figure  as  waste? 

Mr.  Long.  Yes;  but  it  does  not  make  any  difference.  The  waste 
in  that  belongs  to  the  contractor.  That  would  not  have  any  bearing 
on  it.  It  was  simply  the  amount  of  leather  required  to  get  the  ma- 
terial necessary  to  undertake  the  order.  If  they  were  not  right,  they 
would  be  rejected.  If  they  were  rejected  the  manufacturer  would 
suffer  the  loss;  the  Government  wouldn't  take  any  rejects.  We  used 
the  Rock  Island  allowance  in  regard  to  latigoes. 

Mr.  Graham.  What  is  that  allowaDce? 

Mr.  Lono.  Well,  they  are  different  on  different  things,  but  they 
have  got  the  figures.  We  got  the  figures  from  them,  and  they  have 
had  experience  in  manufacturing  them. 

Mr.  Graham.  Have  you  got  the  figures  here? 

Mr.  LoNO.  No;  I  haven't  got  the  figures  here,  but  there  is  a  tre- 
mendous amount  of  waste. 

Mr.  Graham.  Well,  can  you  get  those  figures,  so  we  can  see  them? 

Mr.  Long.  Oh,  yes.  Why,  we  can  send  for  them  and  have  them 
in  a  few  days.  It  you  can  give  me  a  copy  of  that  testimony  I  can 
get  them  for  you,  furnish  them  for  you.  It  is  not  reasonable  to 
assume  that  we  would  undertake  to  buy  leather,  except  to  protect  the 
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"United  States  and  the  GovemmeDt,  for  the  amount  of  orders  that 
■we  had.  We  took  chances  when  we  bought  more  leather  than  was 
needed.  When  I  bought  this  leather,  I  considered  that  it  was  cheap 
to  fill  the  order.  We  were  holdins  an  umbrella  over  the  GovermnMit 
"^hen  we  anticipated  and  secured  supplies  in  excess  of  the  orders. 
"We  were  taking  chances.  That  leather  all  had  to  be  made  special. 
There  was  very  little  of  it  in  use  in  this  countr>'.  so  that  it  was 
something  that  was  not  manufactured,  except  in  ven'  limited  degrees. 

Mr.  Graham.  The  next  case  is  for  20.000  ration  bags,  which  cost 
$97,000.  There  were  34.400  sc^uare  feet  of  latigo  leather  to  cut  13,930 
square  feet  of  leather,  according  to  this. 

Mr.  LoNQ,  I  should  s&y  that  there  would  be  surely  that  much  waste. 

Mr.  Graham.  Well,  was  the  entire  hide  made  into  latigo  leather; 
"was  the  department  just  cutting  parts  of  it  suitable  for  latigo^ 

Mr.  Lose.  If  that  were  a  side  of  leather  [indicating]  you  could 
only  get  one  out  of  the  whole  side.  It  is  50  inches,  as  I  remember  it. 
A  hide  is  80  inches.  You  can  only  get  one  piece  cut,  and.  you  can 
only  cut  certain  parts  of  it ;  yon  can  not  use  the  bellies  for  it. 

Mr.  Gkahah.  What  I  am  asking  you  about  with  reference  to  the 
leather  that  was  cut  for  the  Goremment.  wherever  it  was  cut  for 
latigo,  was  the  entire  side  used,  or  onlv  that  part  suitable  for  latigo? 

Mr.  Long.  Oh,  we  got  the  entire  side. 

Mr.  Gbahah.  Was  it  tanned  for  that  purpose? 

Mr.  Long.  Yes ;  specially  tanned  for  that  purpose. 

Mr.  Graham.  Why  was  the  entire  hide  tanned  when  you  could 
use  only  that } 

Mr.  Long.  Well,  that — the  rest  could  be  used  for  some  other  pur- 
pose, some  other  things.  It  could  be  used  for  some  other  purposes, 
perhaps,  the  rest  of  it;  but  it  would  be  worth  about  25  per  cent  of  the 
cost  of  the  whole  hide. 

Mr.  Graham.  Well,  now,  1  am  going  to  go  along  without  spend- 
ing a  lot  of  time  here,  as  I  understand  that  you  are  very  anxious  to 
get  away.  I  want  to  finally  know,  if  I  can,  whether  you  obtained 
Any  of  the  information  since  the  session  this  morning,  about  the 
matter  of  your  assessment  taxes  in  Massachusetts? 

Mr.  Long.  No,  sir. 

Mr.  Graham.  Did  you  endeavor  to  ascertain  itt 

Mr.  Long.  Well,  there  is  no  way  I  could  ascertain. 

Mr.  Graham.  You  could  not  ascertain  it  by  telegraph  or  tele- 
phone? 

Mr.  Long.  No. 

Mr.  Graham.  Can  you  tell  this  committee,  now,  in  any  way  how 
much  you  have  incr^ised  your  personal  wealth  by  reason  of  war 
contracts  during  this  wart 

Mr.  Long.  YeSjSir. 

Mr.  Graham,  Well,  how  muchi 

Mr.  Long.  Well,  between  the  different  companies,  perhaps  seven 
or  eight  hundred  thousand  dollars — no,  after  paying  taxes,  perhaps 
three  or  four  hundred  thousand  dollars. 

Mr.  Graham.  Now,  how  much  has  the  holdings  of  your  R.  H. 
Long  Co.  been  increased  t 

Mr.  Long.  I  mean,  altogether,  altogether  they  have  been  increased, 
perhaps,  four  or  five  hundred  thousand  dollars  net. 
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Mr.  Graham.  Will  you  procure  for  this  committee  and  send  to  ua 
a  statement  of  the  amonnt  paid  by  you  for  taxation  from  the  vari- 
ous— ^rsonal  taxation — for  the  various  years  from  1914  to  1918, 
inclusive  ? 

Mr.  Long.  Well.  I  don't  see  that  that  is  material. 

Mr.  Graham.  Sir? 

Mr.  LoKo.  Well,  I  do  not  see  how  that  is  material.  That  in- 
formation, if  you  want  it,  I  can  get  it,  if  you  will  keep  it  secret.  I 
would  rather  have  you  get  that  in  your  own  way.  I  dont  think  it  is 
fair  to  a^  me  to  do  that. 

Mr.  Graham.  Are  you  willing? 

Mr.  Long.  I  am  willing  to  give  the  information,  showing  the 
profits  made  by  my  business.  Outside  of  that,  I  do  not  see  that  it  is 
a  fair  proposition  for  you  to  ask  me  that  kind  of  a  question. 

Mr.  Geaham.  Are  you  willing,  Mr.  Long,  to  get  for  this  commit- 
tee, what  you  mentioned  this  morning,  excerpts  from  your  income 
tax  returns  for  Federal  taxation,  of  your  own,  and  your  companies, 
showing  the  rates  for  Federal  taxation  during  the  years  of  this  war! 
Mr,  LoKO.  I  would  ask  that  you  keep  that  confidential.  I  do  not 
think  that  is  fair  to  publish  that,  to  make  that  public.  For  your 
own  information,  I  can  furnish  it  to  you. 

Mr.  GsAHAM.  How  soon  could  we  have  that! 

Mr.  LoKo.  Whv.  you  can  have  that  within  two  or  three  days. 

Mr.  Gahrett.  Mr.  Chairman,  is  it  your  purpose  to  ask  him  to 
furnish  that  income-tax  information  now  ! 

Mr.  Graham.  Well.  I  thought  we  three  here  would  determine 
that  in  a  few  minutes,  when  we  had  an  executive  session,  and  took 
up  those  various  statements  that  Mr.  Long  wants  to  make.  We 
would  have  to  have  an  executive  session  to  determine  these  things. 

Mr.  Jeffehis.  Did  you  have  any  contracts  for  haversacks  or  pack 
carriers  in  1917! 

Mr.  LoNO.  Yee,  sir. 

Mr.  Jefferib.  Do  you  know  the  amount  of  that  contract! 

Mr.  Long.  I  think  the  contract  for  haversacks  and  pack  carriers 
was  two  and  one-half  million  dollars. 

Mr.  .Tefferis.  Well,  what  machinery  did  you  make  them  with! 

Mr.  Long.  We  made  them  with  our  regular  machinerv.  This  is 
a  special  claim  for  machinery  on  these  latter  contracts.  "It  was  not 
for  manufacturing  havei'sacks;  it  was  for  manufacturing,  for  in- 
creasing the  supply.  The  Government  needed  webbing  to  Be  used  on 
those  haversacks. 

Mr.  .Tefferis.  Isn't  this  for  machines  for  making  haversacks! 

Mr,  Long.  This  is  for  making  webbing  for  haversacks. 

Mr.  Jefferis.  I  understood  you  to  state  that  those  two  machines, 
costing  $51,000  each 

Mr.  Long  (interposing).  No ;  there  were  seven  or  eight  looms,  and 
machinery  going  with  them.  They,  altogether,  cost  $51,000,  for 
those  looms,  and  setting  them  up,  and  the  electrical  motors,  and  other 
things  connected  with  them.  I  will  correct  that,  I  believe  there 
were  17  looms.     The  total  account,  anyway,  was  $51,000. 

Mr.  Jefferis.  Twice  that! 

Mr.  Long.  $.51,000,  altogether,  and  we  collected  from  the  Gov- 
ernment on  that  $51,000. 
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Mr.  Jeffbris.  Now,  then,  the  entire  charge  of  the  $51,000  was 
charged  against  the  GoTemmentl 

Mr.  Long.  No,  sir;  only  $16,000. 

Mr.  Jetfehib.  Didnt  you  put  your  facilities  and  coat 

Mr.  LoNo  (interposing).  No;  we  only  put  a  charge  on  our  losses, 
on  those,  on  that  part 

Mr.  Jefferis  (mterposing).  I  know,  but  getting  at  that,  you  put 
in  the  first  cost,  didn't  you  T 

Mr.  LoNO.  Well,  we  made  a  record  of  it,  but  the  Government  only 
paid  us  $15,000. 

Mr.  Jefferis,  Well,  I  know.  That  is  because  you  did  not  finish 
the  contract.  But  this  tabulation  Ijere  shows  what  you  have  cliarged 
for  facilities,  against  the  Government. 

Mr.  Long,  Ko;  we  didn't  charge  the  Government  with  anything 
except  the  amount  pad.  If  we  had  been  allowed  to  finish  that  con- 
tract— and  as  a  matter  of  fact  had  been  like  some  of  the  others  that 
were  handling  Government  contracts,  finished,  we  could  have,  in  a 
little  over  a  month,  made  $75,000  on  finished  goods,  because  we 
had  nearly  all  of  the  work  completed  when  they  told  us  to  stop. 

Mr.  Jefferis.  The  contract  provided  for  special  facilities,  and 
you  charged  a  part  to  the  Government? 

Mr.  Lo^o.  No;  but  the  contract  provided  that  the  Government 
should  pay  us  for  our  goods,  and  if  we  had  been  allowed  to  finish 
the  contract  we  would  have  no  claim  against  the  (iovemment,  but 
the  fact  that  they  asked  us  to  cancel  and  caused  a  larffe  loss  by 
cancellation,  we  have  a  claim  against  the  Government.  We  didn't 
ask  them  to  reimburse  us  for  all  of  our  losses,  but  just  a  small 

Mr.  Jefferis  (interposing).  How  is  that? 

Mr.  Long.  A  little  of  it. 

Mr.  Jefferis.  I  know,  but  the  contract  did  not  provide  for  the 
Government  to.pay  any  money  for  machinery  or  equipment,  or  what 
you  call  facilities. 

Mr.  Long.  But  the  contract  provided  that  the  Government  would 
take  these  goods  from  us,  and  when  the  armistice  came,  they  said, 
"We  don't  want  those  goods,  will  you  stop  manufacturing  them?'' 
and  to  save  the  Government  money  we  stopped  manufactunng  them  ■ 
and  they  said  they  would  reimburse  us  for  our  losses.  In  that  par- 
ticular case,  we  could  have  turned  out  all  of  those  haversacks  and 
pack  carriers  on  those  orders  within  30  days. 

Mr.  Jefferis.  You  charge  a  part  of  the  facilities  under  the  pur- 
chases, is  that  itt 

Mr.  Long.  Yes. 

Mr.  Jefferis.  You  are  trying  to  make  it  pay  for  your  facilities? 

Mr.  Long.  No;  we  did  not  try  to  make  this  order  pay  for  it,  we 
just  charged  to  help  out  a  little. 

Mr.  Jefferis.  Then,  you  just  charged  to  pay  for  your  losses? 

Mr.  Long.  That  is  all, 

Mr.  Jefferis.  How  did  you  split  your  tosses  with  the  Govern- 
ment?   Did  you  so  50-50  about  it? 

Mr.  LoNO.  Well,  we  charged  all  of  those  losses,  the  proportion  of 
the  losses,  as  compared  with  the  amount  of  the  contract  unfinished, 
for  instance 

Mr.  Jefferis  (interposing).  Well,  now,  you  made  a  profit  of  «■ 
$75,0001 
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Mr.  Long.  Yes;  we  would  have,  because  we  had  all  of  that  stuff" 
practically  done.  It  would  only  have  taken  a  small  amount  of  work 
to  have  completed  it,  and  we  would  have  a  proSt  on  those  goods. 

Mr.  Jefferis.  What  is  the  price  of  those! 

Mr.  LoNQ.  About  $425,000  tJiat  we  would  have.  There  were  about 
100,000  pack  carriers  at  about  $450,000,  which  is  the  value.  We 
would  have  finished  that  in  a  month. 

Mr.  Jeffehis.  And  out  of  that  $450,000  you  would  have  made 
$75  000? 

Mr.  Long.  Yes;  because  we  had  accomplished  a  great  part 

Mr,  Jefferis  (interposing).  You  say,  if  you  had  completed  the 
unfinished  of  the  $450,000  contract  you  would  have  made  a  profit  of 
$75,000? 

Mr.  Long.  We  would  have. 

Mr.  Jefferis,  By  completing  it? 

Mr.  Long.  Yes. 

Mr.  Jefferis.  Now,  was  that  about  the  basis  of  your  profit  on  these 
contracts  would  run,  $75,000  on  $450,000? 

Mr.  LoNO.  No;  our  profit  on  contracts  generally  was  less  than  4 
per  cent. 

Mr.  Jefferis.  Well,  then,  this  would  have  been  real  cream,  if  you 
had  finished? 

Mr.  LoNO.  Well,  if  I  can  make  it  clear  to  you,  that  was  almost 
done.    Our  work  was  nearly  done,  and  they  stopped  us. 

Mr.  Jefferis.  I  understand  that;  but,  as  I  understood,  if  you  had 
completed,  the  cost  to  the  Government  would  have  been  alxiut 
$450,000? 

Mr.  LoNO.  Yes. 

Mr.  Jefferis.  That  would  have  been  for  finished  haversacks? 

Mr.  LoiTQ.  Yes. 

Mr.  Jefferis^  You  would  have  had  $75,000  profit  in  your  pocket, 
too? 

Mr.  Long.  That  is  the  way.    We  lost  $75,000. 

Mr.  Jefferis.  Was  that  one  of  the  best  contracts  you  had,  if  you 
had  completed  it? 

■  Mr.  Long.  Yes,  sir ;  that  was.  We  had  had  experience  in  making 
these  articles ;  a  great  deal  of  Axperience  in  the  beginning.  We  had 
gotten  everything  together,  and  it  would  have  been  a  small  cost 
to  have  finished. 

Mr.  Jefferis.  Now,  suppose  you  had  completed  the  other  con- 
tracts that  you  had  stocks  for,  how  much  profits  would  you  have 
made  on  them? 

Mr.  liONO.  Which  one? 

Mr.  Jefferis.  Pack  carriers,  for  instance? 

Mr.  Long.  I  mean  pack  carriers  and  haversacks,  both,  because 
they  were  practically  done.  All  they  needed  was  a  small  amount  of 
work  to  complete  them. 

Mr.  Jefferis.  Well,  that  would  have  been  a  pretty  good  profit, 
wouldn't  it,  $75,000  on  $450,000? 

Mr.  Long.  Well,  we  had  experienced  losses. 

Mr.  Jefferis,  I  see;  if  you  bad  completed  it,  you  would  have  had  : 
a  profit? 

Mr.  Long.  We  had  a  big  loss  in  not  completing  it. 

Mr.  Jefferis.  Tou  lost  $75,000? 
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Mr.  Loso.  Well,  we  didn't  lose  quite  all  of  $75,000. 

Mr.  Jeffebis.  Now,  then,  this  contract  that  you  had  for  pack  car- 
riers, back  in  1917 — that  was  for  about  two  million  dollars,  about  a 
two-million-dollar  contract! 

Mr.  Long.  That  was  for  about  two  and  a  half  million  dollars. 

Mr.  Jefferib.  Did  you  complete  that! 

Mr.  Ijono.  Yes,  sir. 

Mr.  Jefferib.  How  much  profit  did  you  get  on  that } 

Mr.  LoNQ.  Well,  it  would  oe  pretty  hard  to  tell.  We  had  a  lot  of 
equipment  to  pay  for. 

Mr.  Jeffebis.  It  would  depend  upon  how  much  equipment  you 
charged  to  that  contract? 

Mr.  LoNO.  If  we  had  charged  all  of  it  we  would  have  lost  money. 

Mr.  Jeffebis.  You  didn't  charge  that  equipment  all  against  that 
contract,  then? 

Mr.  LoNQ.  Xo;  not  all.  If  we  had  we  would  not  have  made  the 
low  prices  to  the  Government,  Some  did,  and  that  is  why  they 
didn  t  get  the  business. 

Mr.  Jefferib.  How  many  pack  carriers  did  you  finish,  and  how 
many  haversacks! 

Mr.  Long.  We  had  an  order  for  some  400,000  haversacks  and 
pack  carriers  at  $4,79  apiece. 

Mr,  Jeffebis.  Apiece? 

Mr,  Long,  Apiece. 

Mr.  Jefferis.  What  is  the  size;  just  describe  one  of  those. 

Mr.  Long,  Oh,  a  haversack  and  a  pack  carrier  is  what  they  carry 
the  soldier's  clothing  in — a  good  many  other  things — other  articles. 

Mr.  Jefferis.  What  are  they  made  out  of? 

Mr.  Long,  They  are  made  out  of  duck,  webbing,  and  hardware. 

Mr.  Jefferib.  And  cost  how  much,  about! 

Mr.  Long,  Four  dollars  and  seventy-nine  cents. 

Mr.  Jefj-eris.  You  were  paid  that— $4.79,  cost! 

Mr.  Long.  That  would  be  a  matter  of  bookkeeping.  If  we  chaiged 
all  of  the  facilities,  we  would  have  lost  money. 

Mr.  Jefferis.  Well,  you  had  those! 

Mr.  Long,  No:  we  boucht  those  facilities  at  that  time. 

ilr.  Jefferis.  Bought  facilities  for  that! 

Mr.  Long.  Yes;  and  then  as  the  business  grew  we  kept  buying 
facilities;  kept  buying  machinery. 

Mr.  Jefferis,  How  much  facilities  did  you  purchase  in  the  $400,- 
000  pack -carrier  contract! 

Mr.  Long.  How  is  that — that  would  be  only  one  case. 

Mr.  Jefferis,  Well,  you  didn't  lose  anything  on  that  contract, 
did  you ! 

Mr.  Long.  If  we  had  charged  all  of  the  facilities  against  that 
contract,  we  would  have  lost  money  on  the  facilities  provided. 

Mr.  Jefferis.  Did  you,  or  did  you  not! 

Mr.  Long.  No;  I  'figured  that  the  war  would  last  a  couple  of 
years,  and  we  figured  our  facilities  over  that  time. 

Mr.  Jefferis.  Did  you  charge  any  facilities  on  that! 

Mr.  TjOno.  How  was  that! 

Mr.  Jeffebis.  Did  you  charge  any  facilities  on  that  against  the 
Government,  for  pack  carriers,  in  19i7! 
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Mr.  Long.  Why,  we  couldn't  make  any  account  of  that.  When 
we  got  an  order  for  so  much,  we  bouent  facilities  and  paid  tor 
them;  we  did  not  make  any  practice  or  charging  facilities  against 
any  particular  contract. 

Mr.  Jeffebib.  Well,  did  you  need  any  facilities  to  do  that  work! 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis.  Now,  all  of  that  was  charged  in  the  cost  which  yoa 
charged  the  Govemment  for  haversacks  and  pack  carriers! 

Mr.  Long.  No. 

Mr.  .Tefferis,  You  didn't  figure  on  that  at  all  ? 

Mr.  LoNQ.  We  figured  on  facilities  as  aiding  on  all  contracts. 
For  instance,  we  spent  something  over  $1,000,000  for  new  equip- 
ment; perhaps  $1,500,000. 

Mr.  Jefferis.  You  mean  altogether! 

Mr.  Long.  Yes. 

Mr.  Jeffebis.  During  the  war! 

Mr.  Long.  During  the  war. 

Mr,  Jeftbbis.  During  all  of  your  contract  experience? 

Mr.  Long.  Of  this  war,  yes. 

Mr,  Jefferis,  And  of  that,  how  much  of  that  $1,000,000  did  you 
charge  back  agftinst  the  Government  $655,000? 

Mr.  Long.  Well,  we  charged  all  except  what  we  thought  that  the 
stuff  that  was  left  was  worth. 

Mr.  Jefferis.  How  is  that? 

Mr.  Long.  Well,  we  charged  all  except  what  we  thought  that  the 
stuff  that  was  left  was  worth. 

Mr.  Jefferis.  The  stuff  that  you  have;  that  is  worth,  all  of  it  that 
you  have  retained,  about  20  per  cent! 

Mr.  T-iONG.  About  20  per  cent;  20  to  40  per  cent,  and  we  find  that 
we  ought  to  have  charged  more,  as  we  see  it  now. 

Mr.  Jeffebis.  Well,  you  mentioned  some  facilities  here  amounting 
to  $655,000. 

Mr.  Long.  Yea. 

Mr.  Jefferis.  Was  that  just  simply  leather  contracts! 

Mr.  Long.  That  included  some  leather,  and  some  textiles.  That 
didn't  include  any  buildings. 

Mr.  Jefferis.  That  is  in  the  statement  as  $655,000! 

Mr.  Long.  That  is  used  as  a  basis  of  some  of  our  settlements. 

Mr.  Jefferis.  Well,  that  you  retained,  as  I  understood,  20  per  cent 
was  the  cost! 

Mr.  Long.  The  basis  was,  on  that  20  per  cent,  and  it  wasn't  worth 
that. 

Mr.  Jeffebis,  Well,  that  was  machinery;  wasn't  it! 

Mr.  Long.  Yes;  some  of  it.  , 

Mr.  Jefferis.  So,  that  would  mean,  then,  that  the  machinery  that 
cost,  for  which  you  charged  the  Government  $655,000,  that  you  re- 
tained that  at  20  per  cent,  or  one-fifth  of  that  cost,  or  about  $180,000! 

Mr.  Long.  Yes. 

Mr.  Jeffebis.  Now,  the  leather,  as  I  understood  that,  you  had  pur- 
chased to  fill  these  contracts ! 

Mr.  Long.  Yes. 

Mr.  Jeffebis.  Of  course,  that  was  charged  to  the  Government  at 
■cost  price! 
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Mr.  Long,  Why,  no,  the  leather  we  used  to  make  the  articles,  was 
charged  to  the  Government,  when  finished, 

Mr,  Jefferis.  I  mean  that  you  hadn't  completed  ? 
Mr.  LoNo.  What  we  had  left? 
Mr.  Jeffehis.  Yes? 
Mr.  Long.  Yes. 

Mr.  Jeppebis.  In  other  words,  what  leather  you   had  left  was 
charged  to  the  Government  at  cost  price? 
Mr.  Long.  That  is  it. 

Mr.  jEPFBKia,  Then  you  retained  it  at  what  percentage  of  the  cost 
price? 

Mr.  liONQ,  We  retained  that  at  the  various  percentages,  according 
to  the  general  schedules  that  they  had. 

Mr.  JEFFER19.  Now,  then,  that  schedule  that  was  gotten  up  here 
■when  the  manufacturers  were  all  down  here  at  Washington? 

Mr.  LoKO.  I  understand  so;  I  did  not  have  anything  to  do  with 
the  making  of  that  schedule  at  all. 

Mr.  Jefteiub.  That  permitted  you  manufacturers  to  obtain  black 
harness  leather  at  85  per  cent  of  the  cost! 

Mr.  Long.  Yes,  sir.    All  of  them  lost  money  that  did  it. 
■  Mr.  Jefferis.  And  the  other  leather  at  what  price? 

Mr.  Long.  Russett  side  leather,  66 J  per  cent;  russet  backs,  at  50 
per  cent. 

Mr.  Jefferis.  Well,  now,  you  retained    some    of   that   harness 
leather,  and  in  your  claims  you  put  that  down,  less  85  per  cent? 
Nr.  Long.  No;  only  the  pieces. 
Mr,  Jefferis,  Only  the  pieces? 

Mr.  Long.  Shoulders;  yes.    Then  we  sold  what  we  got,  and  then 
we  charged  it. 

Mr.  Jefferis.  Well,  you  paid  the  Government  too  much  here, 
then  t 

Mr.  LoNo.  We  made  a  bad  trade;  yes.    We  thought  we  could  get 
more  for  it.    We  did  not  need  to  take  that  leather  away.    We  favored 

the  Government,     Then,  when  we 

Mr.  Jefferis  (interposing).  How  much  of  it  did  you  retain  at  85 
per  cent  of  the  cost! 

Mr.  Long.  Eighty-five — all  of  the  leather  that  we  retained  at  85 
per  cent  of  the  cost,  we  turned  that  all  back  except  a  small  amount 
to  our  subcontractors,  and  they  got  their  15  per  cent. 
Mr.  Jeffkbis.  Do  you  mean  they  got  it  at  85  per  cent  of  the  cost? 
Mr.  Long.  Yes;  but  we  got  nothing  out  of  that. 
Mr,  Jeffekis.  How  about  the  russet  leather;  what  did  you  do  with 
that! 

Mr.  Long.  Busset  leather;  that  was  mostly  turned  back.    It  was 
leather  that  was  not  used  in  our  business. 
Mr,  Jefferis.  Then  you  turned  that  back  to  the  tanners? 
Mr.  Long.  The  tanners  got  that;  they  got  the  difference;  we  got 
nothing. 

Mr.  Jefferis.  You  didn't  lose  anything  at  all  on  it? 
Mr.  Long,  We  only  lost  the  handling  expenses,  and  so  forth,  and 
some  shrinkage. 

Mr.  Jefferis.  Kow,  I  was  interested  about  another  case,  the  latigo 
strings,  or  whatever  they  were,  that  were  cut  out  of  that  leather* 
141211— 20— VOL  2 ee 


....ogle 


2314  WAB  BXFBNDITQBBS. 

Mr.  LoNO.  Yes. 

Mr.  Jepferis.  I  anderstood  that  you  only  cut  one  piece  out  of  a. 
side  of  leather  t 

Mr.  Long.  Yes;  those  thongs — that  side  of  leather  would  be 
about  7  feet  long,  and  those  thongs  were  51  inches;  that  is  a  little 
over  4  feet.  Now,  we  could  only  cut  the  good  leather,  running  from 
the  tail  along  the  back,  and  you  could  cut  a  piece  about,  perhaps, 
halfway  across,  this  way  [indicating],  and  the  rest  would  be  waste. 

Mr.  Jefferib.  What  do  you  mean  by  wast«;  couldn't  be  cut  into 
latico  strings! 

Mr.  Long.  Couldn't  be  cut  into  latigo  strings. 

Mr.  Jeptehib.  You  don't  mean  to  say  that  it  is  not  good  for  any- 
thing? 

Mr.  Long.  No;  but  you  understand,  what  Mr,  Bennett  is  trying  to 
claim  was  that  we  turned  more  leather  over  to  the  Government  uian 
ve  ordered.    We  bought  that  leather  and  paid  for  it. 

Mr.  Jeffbris.  You  oought  a  whole  side  of  leather. 

Mr.  Long.  Yes. 

Mr,  Jefferib.  Then  you  cut  it  up,  you  only  cut  up  a  portion  of 
the  sides? 

Mr.  liONO.  About  one-third. 

Mr.  Jefferis.  What  about  the  rest! 

Mr.  Long.  The  rest  would  be  latigo  leather,  but  it  would  not  be 
good  for  that  particular  purpose. 

Mr.  Jeffebis.  Now,  you  said  something  else. 

Mr.  Long.  We  were  never  able  to  find  anything  that  it  was  fit  for 
and  sold  it  as  scrap  leather. 

Mr.  Jefferis,  Scrap  leather? 

Mr.  Long.  Yes,  sir. 

Mr.  Jefferis.  Couldn't  you  make  shoes  out  of  it! 

Mr.  Long.  Would  you  wear  a  pair  of  shoes  ^ade  out  of  latigo 
leather? 

Mr.  Jefferis.  I  don't  know ;  it  seems  like  there  was  a  whole  side 
of  leather,  with  the  exception  of  a  little  piece,  to  make  some  strings, 
the  rest  was  all  waste;  is  that  true?  Is  that  the  way  that  the  leather 
was  handled? 

Mr.  Long.  That  is  the  way  that  leather  is  handled.  It  is  a  pe- 
culiar kind  of  leather.  It  is  a  leather  that  is  about  half  tanned, 
almost  rawhide. 

Mr.  Jefferis.  Could  it  be  retained  for  something! 

Mr.  Long.  Well,  it  might  be. 

Mr.  Jefferib,  You  don^  mean  to  say  that  it  couldn't  be  used  ? 

Mr.  Long.  Not  at  all ;  what  I  am  trying  to  convey  is  that  we  only 
furnished  the  Government  and  turned  over  to  the  Government  the 
amount  actually  required,  the  amount  that  we  were  actually  required 
to  buy  for  the  orders  we  had,  and  Mr.  Bennett's  statement  that  you 
could  cut  that  leather  all  up  and  cut  it  in  circles  shows  that  he  does 
not  know  anything  about  it. 

Mr.  Jefferis.  Well,  then,  according  to  your  statement,  two-thirds 
of  the  side  of  leather,  that  leather  that  was  intended  for  latigo 
leather,  was  wasted? 

Mr,  Ix)NO.  Practically  two-thirds  can  not  be  used  for  those  strings. 

Mr.  Jeffebis.  You  do  not  know  anything  that  it  could  be  used  for? 
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Mr.  Long.  I  would  not  say  that. 

Mr.  Jefferis.  Is  there  anything  that  it  can  be  used  fort 
Mr.  Long.  I  haven't  anything  in  mind  now  that  it  can  be  used  for; 
there  is  nothing  in  our  business.    We  can't  use  it. 

Mr.  jETTERia.  So,  when  you  buy  latigo  leather  for  filling  these 
contracts  you  would  have  to  buy  about  four  times  what  you  needed; 
at  least  three  times  what  you  needed ! 

Mr.  Ix)NO.  No ;  we  would  buy  just  what  we  needed,  but  we  would 
liave  almost  two-thirds  wast«. 

Mr.  jBFFERia.  You  bought  latigo  leather,  did  you! 
Mr.  Long,  Yes,  sir. 

Mr.  Jefferis.  And  after  filling  the  contracts,  tou  have  two-thirds 
left? 

Mr.  Long.  Pretty  nearly  that;  yes,  sir, 

Mr.  Jefterib.  Well,  do  you  think  that  the  Government  was  overly 
precise  in  having  certain  kinds  of  leatherl 

Mr.  Long.  Well,  I  think  it  is  very  necessary  that  they  have  leather 
that  is  strong  and  suitable. 

Mr.  Jefferis,  What  is  it  used  for;  what  is  it  supposed  to  be  used 
for? 

Mr.  Long,  To  carry  a  large  pack.  It  carries  the  soldier's  food, 
and  it  would  be  exposed  to  the  weather,  wet,  rain,  sunshine,  and  it 
would  be  wet  and  dry,  and  it  would  have  to  be  of  material  that 
■was  very  good  and  made  just  for  that  purpose. 

Mr.  Jefferis.  If  one  did  break,  would  there  be  a  catasti^pbe? 
Mr.  LoKG.  l^Tiy,  the  soldiers  would  lose  their  lunch.     You  might 
advocate   giving  them   unsuitable   material.     We   didn't   make   the 
rules.     We  made  them  in  accordance  with  the  specifications. 

Mr.  Jefferis.  Did  the  Government  recite  that  you  could  only  cut 
these  latigo  string  down  ns  you  have  described  ? 

Mr.  Long.  That  is  just  what  they  did,  and  if  you  got  one  in  a 
little  farther  down  they  would  throw  it  out,  and  you  would  lose  it. 
Mr.  Jefferis.  I  believe  that  is  all. 
Mr.  Graham.  I  have  a  few  questions. 

Mr.  Garrett.  I  wanted  to  talce  a  whirl  at  these  special  facilities. 
I  haven't  gotten  that  straight.  Just  one  thing  about  that  that  I 
want  to  ask  about  here  in  the  tables  prepared  bv  Mr,  Bennett.  I  di- 
rect vour  attention  to  the  items,  special  facilities,  opposite  numbers 
P843(K5031EQ.  and  opposite  80.51-4926;  that  is  that  $51,906.68 
item  in  regard  to  special  facilities.  Now,  I  want  to  siiy.  and  I  am 
going  to  state,  perhaps,  in  leading  form,  but  I  want  to  make  a  state- 
ment that  is  my  understanding,  and  find  out  if  I  am  correct. 

You  purchased  special   facilities,  being  looms  and  other  equip- 
ment that  would  be  used  in  execution  of  these  two  contracts,  to  the 
amount  of  $51,906.68? 
Mr.  Long.  Yes. 

Mr.  Garrett.  When  you  came  to  settle  these  contracts  there  was 
written  on  the  claims  the  cost  price  to  you? 
Mr.  Long.  Yes. 
Mr.  Garrett.  $51,906.68? 
Mr.  Long.  Yes. 

Mr.  Garrett.  That  was  put  in  as  the  cost  price  to  you  on  each 
of  these  claims? 
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Mr.  Long.  Yes. 

Mr.  Garrett.  Then,  in  the  settlement,  as  a  matter  of  fact,  it  'was 
not  doubled ;  that  is  to  say,  you  only  settled  or  asked  for  settlement 
for  the  one  equipment,  although  the  cost  price  had  been  put  do^n 
on  both  claims;  is  that  correct? 
Mr.  Long.  Yes, 

Mr.  Garrett.  Xow,  you  sold  this  equipment  for  $10,000? 
Mr.  Long.  Yes. 

Mr.  Garrett.  And  you  allowed  that  amount  to  the  Government  in 
the  settlement:  is  that  it* 

Mr,  Long.  Yes ;  that  was  deducted  from  the  cost  price. 
Mr.  Garrett.  That  was  deducted  from  the  cost  price  which  was 
charged,  !ea%-ing  as  a  total  loss,  $41,906.28? 
Mr.  Long.  That  is  it. 

Mr.  Garbbit.  Now,  on  that  $41,906.28,  you  took  that  $41,906.28  as 
a  total  loss? 
Mr.  Long.  Yes. 

Mr,  Garrett.  And  assigned  it  to  these  two  contracts  in  different 
proportions  ? 
Mr.  Long.  Yes, 

Mr.  Garrett.  What  were  the  proportions,  in  the  amount  that  had 
been  secured? 

Mr.  Long.  Wliv.  we  charged  ourselves 

Mr.  Garrett.  Tliat  had  Wn  completed? 

Mr.  Long.  We  charged  ourselves  for  that  proportion  that  had 
l»een  completed  on  the  contract,  and  charged  the  Government  for 
lliat  portion  that  hadn't  been. 

Mr,  Garrett.  So  that  the  $41,906.28,  you  charged  as  a  total  loss 
on  the  $32,268.14;  that  is  the  total  lo^  you  charged  on  the  4926 
contract,  is  that  correct? 
Mr.  Long.  Yes. 

Mr,  Garrett,  And  on  No.  5021,  you  charged  a  total  loss  of 
$9,638.14? 

Mr,  Long.  Yes,  sir. 

Mr.  Garrett.  '\\'hich  made  a  total  for  you,  loss  on  both,  which 
you  charged  to  the  Government,  as  a  proportionate  share  of  that 
loss? 
Mr.  Long,  Yes. 

Mr.  Garrett.  In  the  larger,  that  part  of  the  incompleted  portion 
of  the  contract,  both  completed  portions,  is  that  cxirrect? 
Mr.  TjOsg.  That  is  correct. 

Mr.  Garrett,  And  so,  on  4926,  you  charged  to  the  Government,  or 
collected  from  the  Government,  whichever  way  you  want  to  put 
it,  $11,164,78? 
Mr.  Long.  Yes. 

Mr.  Garreit.  And  on  5021,  $3,942.17? 
Mr.  Long.  Yes. 

Mr.  Garrett.  Now,  the  total  which  you  received  from  the  Gov- 
tiTiment  on  that  ratio,  or  proportion,  is  '$15,106.95? 
Mr.  Long.  That  is  it. 

Mr.  Garrett.  Then,  did  you  lose  the  difference  between  $4^.28 
and  $15,106.95? 
Mr.  T-iwn   Ves,  sir. 
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^^-  tiABRETT,  Now.  that  covers  both  of  these  contracts. 
Mr.  Long.  Both  of  these  contracts. 

Mr.  Garrett.  So,  I  take  it.  then,  the  Bennett  tables  are  correct — 
nfty-one  thousand  and  something:  should  he  stricken  out  in  one 
column,  and  ten  thousand;  that  is,  the  allo-wance  to  the  Govern- 
ment— ■ — 

Mr.  Long  (interposing).  $51,960  should  be  allowed,  and  the  only 
thirwr  should  be  on  it  should  he  $15,000. 
Mr.  Gakhett.  Are  you  sure  you  are  right? 

Mr.   Long.  Yes.  sir;  these  tables,  in  the  other  items,  show  the 
amount  that  we  collect^  from  the  Government. 
Mr.  GAHRirrT.  Yea 

Mr.  Long.  Now,  the  amount  that  we  collected  from  the  Govern- 
ment on  these  two  contracts  for  those  looms,  was  about  $15,000. 

Mr.  Garrett.  Well,  practically,  did  it  amount  to — with  reference 
to  the  whole  $51,906.28 — is  it  not  accurate  to  say  that  the  Govern- 
ment received 

Mr,  Long  (interposing).  The  Government  paid  $15,000. 
Mr.  Graham.  In  order  to  make  that  table  correct,  one  of  those 
lines  ought  to  be  stricken  out;  that  is,  $51,000.    We  ought  to  change 
that  $51,000,  in  column  10. 

Mr.  Long.  No;  that  isn't  correct. 
Mr.  Graham.  I  think  it  is. 
Mr.  Long.  No;  that  is  not  correct, 

Mr.  Garrett.  You  have  got  to  put  this  amount  in  the  column; 
that  is,  $10,000,  in  that  column. 

(After  informal  discussion  and  reference  to  tables.) 
Mr.  Garrett.  I  find  on  examining  these  two  contracts  to  which 
reference  has  just  been  made  above,  that  in  the  questionnaire  filled 
out  by  the  contractor  there  appears  to  be  an  explanation  which,  with 
the  verbal  explanation  given,  straightens  this  matter  out. 

Now,  there  is  one  further  question.    I  believe  you  made  a  claim 
that  the  cost  of  the  facilities  was  distributed  among  all  of  the 
various  contracts,  completed  and  not  completed? 
Mr.  LoNO.  On  the  leather  settlements. 
Mr,  Garrett.  On  the  leather  settlements? 

Mr.  Long.  On  the  leather  settlements  the  proportionate  cost  was 
fixed — charged — on  the  leather  contracts,  and  settled,  and  there 
was  a  charge  for  facilities  on  the  textile  contracts;  only  on  that, 
there  was  one  or  two  instances  that  we  did  not  charge  any.  May  I 
just  have  a  minute  to  explain  that  here.  I  want  to  show  this 
IS  absolutely  wrong.  There  is  a  claim  for  special  facilities  of  $228,- 
673.41;  value  allowed  hy  the  contractor,  $44,080.43. 
Mr.  Garreit.  You  are  referring  now — just  a  minute  ? 
Mr.  Long.  Why,  1  want  to  show  that  this  is  absolutely  -wToag. 
That  would  leave  $184,000  charged  to  the  Government,  according  to 
his  count.  Now,  as  a  matter  of  fact,  the  amount  that  the  Govern- 
ment was  charged  for  the  various  facilities  was  $81^83.14  on  the 
leather  contracts,  and  $3,942.27  on  the  pack  carriers,  and  $11,164.28 
on  the  haversacks.  That  is  all  that  we  charged.  That  is  about  $96,000. 
You  see,  on  his  table  here,  it  would  show  that  we  charged  $184,000- 
so  you  see  his  table  shows  about  twice  as  much  as  it  is. 
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Mr.  Garrett.  Let  me  see  that  table  you  have  been  reading  from. 

These  tables  have  f;one  into  the  record,  haven't  they — they  have 
been  put  into  the  record  f 

Mr.  Graham.  Yes. 

Mr.  Gahrfit.  Do  you  know  whether  the  tables  which  I  hold  in 
my  hand,  an<l  which  have  been  put  in  as  exhibits,  cover  the  same 
contracts  as  these  Bennett  tables? 

Mr.  Long.  They  cover  those  and  some  others — some  others  on 
which  we  have  made  partial  settlement.  I  understand  the  Bennett 
tables  cover  the  ones  on  which  complete  settlements  have  been  made. 

Mr.  Gabbett.  I  believe  these  tables 

Mr.  Graham  ( interpoiiinp) .  If  you  want  to  put  them  in,  put 
them  in.  They  cover  the  same  territory.  They  are  not  made  out 
the  same,  and  don't  cover  the  same  things;  but  if  you  want  to  put 
them  in,  let  them  (ro  in. 

Mr.  Garrett.  That  price  would  not  be  filled  in  in  working  out 
that  matter,  unless  it  did  cover  the  same  contracts,  I  suppose.  We 
will  simply  let  the  other  tables  go  in,  and  let  these  be  reviewed  for 
any  corrections. 

Mr.  Graham.  The  only  way  to  do  it  is  to  take  these  62  settlements 
covered  by  this  table,  and  dictate  into  the  record  the  amount  of  sal- 
vage value  as  shown  on  each  claim,  and  that  will  be  done  after  Mr. 
Long  concludes,  so  that  we  can  ascertain  what  the  facts  are  about 
these  salvage  values. 

Mr.  Bennett.  There  is  one  thing,  and  Mr.  Long  says  something 
else.    The  claims  are  the  best  evidence  and  we  can  ascertain  that  for 


Mr.  Garrett.  I  have  just  got  two  other  questions  with  reference 
to  this. conversation  that  occured  between  you  and  this  gentleman  of 
the  Chemical  Warfare  Claims  Board  in  New  York;  was  it  that 
board! 

Mr.  Long.  Yes,  sir, 

Mr.  Gabrett.  Col.  Bessey  and  Mai.  Dickinson,  in  which  you  ex- 
hibited a  letter  from  the  Assistant  Secretary  of  War,  Mr.  Crowell, 
touching  upon  this  question  of  partial  settlement.  Had  you  been 
unable  up  to  that  time  to  make  even  a  partial  settlement  of  this 
claim ! 

Mr.  Long.  Yes;  unable,  and  the  stuff  was  deteriorating  in  value, 
and  possibly  wouldn't  be  worth  anything,  would  become  worthless. 

Mr.  Garrett.  So,  it  was  your  purpose  in  exhibiting  that  letter — 
just  what  was  your  purpose  in  exhibiting  that  letter? 

Mr.  Long.  Why,  we  had  received  circulars  from  the  War  Depart- 
ment stating  that  partial  settlements  would  be  made;  circulars  that 
were  sent  out  generally  to  all  of  the  contractors,  so  that  we  would 
be  able  to  get  back  into  comercial  business,  generally.  The  Chemi- 
cal Warfare  Service  refused  to  make  any  partial  settlements:  they 
refused  to  settle  anything,  unless  we  were  willing  to  make  settlemente 
according  to  their  special  lists,  and  accept  their  allowances  as  final, 
and  so  I  took  the  matter  up  with  the  office  in  New  York,  Washington, 
and  explained  the  situation,  and  got  that  tetter,  and  went  over  to 
New  York  and  saw  Col.  Bessey,  and  finally  did  get  a  partial  settle- 
ment. I  also  received  a  partial  settlement  on  one  of  the  ordnace  con- 
tracts where  they  had  declined  to  make  a  partial  settlement. 
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Mr.  Gabrett.  There  was  nothing  about  this  Crowell  letter  with 
reference,  or  touching  upon  the  attitude  of  those  gentlemen,  or  the 
controverted  point! 

Mr.  Long.  No,  sir;  it  only  referred  to  partial  settlements  that 
should  be  made  in  cases  where  the  contractor  could  only  agree  in  part. 

Mr.  Gabrett.  There  was  nothing  in  that  letter  to  indicate  that 
you  were  receiving  more  favorable  consideration  than  before  some 
other  board  t 

Mr.  Long.  No. 

Mr.  Garrett.  Just  covering  the  proposition  of  partial  setttementsf 

Mr.  Long.  Just  covering  we  policy  of  the  Government  in  regard 
to  partial  settlements. 

Mr.  Garrett.  With  reference  to  special  facilities,  I  understand 
that  in  that  case  you  charged  a  certain  portion  of  the  special  facili- 
ties on  each  claim. 

Mr.  LoNO.  On  the  leather  claims  the  facilities  were  charged. 

Mr.  Garrett.  Well,  let's  see  what  the  proportion  was  that  was 
allowed  1 

Mr.  LoNO.  Yes;  the  proportion  in  completion. 

Mr.  Garrett.  So  that  the  claims,  then,  as  actually  filed,  as  appear 
here  of  record,  are  claims  that  have  been  approved,  and  the  cost  of 
the  facilities  charged  in,  without  being  any  particular  reference  to 
the  amount  that  was  actually  charged  or  used  on  that  particular 
contract* 

Mr.  Long,  That  is  just  right, 

Mr.  Garrett.  So  that  the  claims  might  be  misconstrued  by  anyon* 
looking  at  them,  might  not  be  understood  by  anyone  that  didn't  Imow 
that! 

Mr.  Long.  It  is  like  anything  else,  if  you  do  not  understand  it  it 
might  be  misconstrued. 

Mr.  Garrett.  They  would  be  misleading  if  they  didn't  have  your 
explanation ! 

Mr.  LoNO.  Why,  no;  anybody  that  had  anything  to  do  with  the 
settlement  of  claims  would  unaerstand,  and  it  would  not  need  my 
explanation. 

Mr.  Garrett.  Now,  in  these  claims  here  you  make  a  charge  for 
special  facilities ;  I  understand  that  is  part  of  the  special  facilities 
for  that  contract  i 

Mr.  LoNo.  We  might  charge,  but  it  don't  necessarily  show  that 
that  WST. 

Mr.  Garrett,  That  is  all. 

Mr.  Long.  All  claims  need  explanation,  and  you  would  need  to 
understand  them. 

Mr.  Graham.  There  are  two  matters  that  I  forgot  to  ask  about, 
which  you  referred  to,  that  I  want  to  just  briefly  aSi  about.  One  of 
them  is  this  made  on  November  9,  for  medical  supplies  of  some  kind, 
and  which  vou  said  you  had  been  misrepresented  about.  Tour  state- 
ment was  that  you  had  had  that  verbal  order  a  considerable  time  be- 
fore that!  .^ 

Mr.  LoNO.  Yes.  ir^ 

Mr.  Graham.  Well,  from  whom  did  you  receive  it!  * 

Mr.  LoNO.  From  the  contracting  officer,  Col.  Reasoner.  j 

Mr.  Graham.  Col.  who!  j 
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Mr.  Long.  Col.  Beasoner,  of  the  Medical  Department.    } 
good  many  orders  from  him. 

Mr.  Grahau.  And  when  did  you  actually  receive  that  oi^ 
Col.  Eea&oner? 

Mr.  Long.  Perhaps  four  months  before,  \ 

Mr.  Graham.  And  he  told  you  verbally  that  he  -waDtei 
make  this  stuff,  did  he?  \ 

Mr.  LoNO.  Yes. 

Mr.  Graham.  It  is i 

Mr.  LoNO  (interposing).  We  were  making  supplies  for  thi 
cal  Department  and  they  gave  us  instructions  that  were  verbal 
they  wanted  us  to  take  ordei-s,  because  they  couldn't  get  the  mai 
that  is,  they  couldn't  get  sdl  of  the  material  required. 

Mr.  Graham.  Just  a  moment.  I  think  I  can  find  a  stateii4 
Col.  Reasoner  in  this  claim  file.  Now,  let's  see ;  let's  eet  this  t 
right.  Now,  this  was  dated  November  9,  as  the  certincate  atta 
to  the  claim  says. 

Mr.  LoNo.  Yes.  ■, 

Mr.  Graham.  Now,  when  do  you  say  it  was  that  yoi'.  talked  to  i 
Reasoner  about  this  thing?  \ 

Mr,  Long.  Four  or  five  months  before. 

Mr,  Graham.  That  would  make  it  about  July. 

Mr.  Long.  I  should  say  so. 

Mr.  Graham.  Along  about  the  9th  of  July;  well,  in  the  files  h 
is  this  statement.    Are  you  reasonably  certain  that  that  is  true  ? 

Mr.  LoNo.  Yes;  I  am  certain. 

Mr.  Graham.  In  the  files  connected  with  this  claim,  and  I  presu 
you  have  some  knowledge  of  these  files.  I  do  not  know  whether  v 
have  or  not.  There  is  a  letter  dated  May  26,  1919,  from  the  oflfii 
in  charge,  to  R,  H.  Long,  Framingham,  Mass.,  which  has  referei 
to  contract  117;  I  haven't  seen  this  until  this  minute,  but  I  think 
has  reference  to  this  matter. 

Field  Medical  Supply  Dkpot, 

United  States  Asmy, 

Washington,  May  26,  1919. 
From :  Officer  In  chante. 
To:  R.  H.  Long  Co.,  FramlDsham,  Mass. 
Subject:  Unapproved  Contract  No.  117. 

1.  In  response  to  yonr  recent  Inquiry  reference  the  circumBtances  conaecti 
with  the  allotment  of  unapproved  contract  117,  dated  Noveniber  9,  1918,  wou 
say  that  In  the  latter  piirt  of  October,  1918.  a  conference  was  held  at  he 
me<Ilcal  supply  depot  with  Mr.  E,  H.  Long,  reference  to  the  manufacture  of  (i 
additional  quantity  of  surgical  sn'Othes.  onklets,  slln^,  and  hammocks.  Th 
llmi  already  Iield  contract  for  a  quantity  of  these  supplies  which  they  he 
secured  In  competition.  There  was  a  demand  for  an  additional  quontlty  nt  on( 
and  R.  H,  Long,  being  already  In  prmluctlon,  It  was  thouRht  better  to  give  tt 
business  to  him  In  order  to  Insure  quick  aciton  and  certain  results.  Upon  tli 
date  of  this  conference,  the  latter  part  of  October,  Mr.  R,  H.  Long  was  Informe 
that  he  should  proceed  with  the  manufacture  of  the  supplies  and  the  contrat 
would  l>e  made  out  and  sent  to  him  at  the  earliest  possible  date.  For  som 
reason  not  knoni)  now  the  preparation  of  the  contract  was  delayed  until  Noven 
ber  9.  1918,  which  was  the  date  Riven  the  contract,  though  as  stated  above  th 
prelimlnarv  verbal  acreement  upon  which  the  contract  was  based  took  plat 
the  latter  part  of  October,  1918. 

M.    A.    ItBASOKER. 

Lieutenant  Colonel,  itedical  Corp*,  United  Stotet  Army. 
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Mr.  LoKQ.  That  was  earlier  than  ihat. 
Mr.  Ubauam.  Now,  it  don't  say  ao  in  this  letter. 
Mr.  Long.  There  were  a  good  many  ordera  that  were  made  for  ma- 
terial, and  they  would  ask  us  to  save  it  for  them. 

Mr.  Graham.  I  know,  but  about  this  particular  one,  isn't  it  correct,. 
then,  that  the  talk  took  place  about  the  latter  part  of  October  instead 
of  July? 

Mr.  LiONo.  Ko,  ^r ;  he  gave  me  assurances  of  an  order — ^I  wouldn't 
say  July,  but  in  the  summer. 

Mr.  Graham.  Well,  four  months,  about  Well,  we  will  let  this 
letter  go  in  the  record  for  what  it  is  worth. 

Mr.  Long.  We  made  no  claim 

Mr.  Graham  (interposing).  I  am  not  talking  about  that.  You  say 
you  made  a  contract  away  along  in  the  summer,  when  you  were  talk- 
ing about  that  before  f 

Mr.  Long,  No  ;  I  didn't  say  a  contract. 
Mr.  Graham.  A  verbal  contract. 
Mr.  Long.  We  talked ;  we  didn't  have  a  contract, 
Mr.  Graham.  Yes;  well,  then,  a  verbal  contract,  however,  on  the 
9th  of  November,  you  had  the  formal  authority  to  proceed,  under 
which  you  charge  up  against  the  Government  $16,323.44,  didn't  you, 
on  that  contract  f 

Mr.  Long.  We  charged  them  up  with  the  balance  of  the  cost  of  the 
material. 

Mr.  Graham.  The  Government  is  paying  you  $16,323.44? 
Mr.  Long.  Yes;  we  wished  to  ask  them  to  take  the  material  otii 
hand. 

Mr.  Graham.  Well,  I  didn't  ask  you  that;  that  is  the  amount  they 
paid  you? 

Mr.  LoxG.  Yes. 

Mr.  Graham.  Now,  in  your  claims,  you  say  that  the  total  costs  of 
these  materials,  a  certain  amount  of  them — you  have  them — then  you 
say  the  total  was  apportioned  by  something  else;  then  you  say  that 
you    lost    $16,323,44;    what    do    you    mean    by    total    apportioned 

prices 

Mr.  Long  (interposing).  Total  prices  at  which  we  took  back  the 
materia). 
Mr.  Graham.  Had  you  done  anything  during  that  time? 
Mr.  Long.  No. 

Mr.  Graham.  You  hadnt  done  any  work  on  this  material  at  allt 
Mr.  Long.  No. 

Mr.  Graham.  It  was  duck,  and  legging  duck,  and  washers,  etc., 
and  you  took  them  back  at  how  much— ^lalf  the  cost;  half  price? 

Mr.  IxixG.  Something  more  than  that;  we  didn't  want  them.  We 
have  got  them  on  hand  now. 

Mr.  Graham,  Well.  I  see  here  that  the  item  of  cost  here  of  the 
duck,  etc,  is  $27,750.05,  and  you  give  $13,828.03  for  it,  which  is  just 
half. 

Mr.  Long,  Yes,    The  Government  tried  to  sell  that  duck  for  some 
time.    We  had  our  claim  made  for  six  months,  and  they  couldn't  dis- 
pose of  it.  and  they  forced  that  on  the  contractor,  and  we  afterwards 
tried  to  sell  it,  and  can't  get  rid  of  it. 
Mr.  Graham.  Have  you  got  that  duck  now? 
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Mr.  LoML  We  have  got  that  duck  on  hand  now. 

Mr.  Graham.  Is  it  worth  less  than  when  you  got  itt 

Mr.  LoNO.  We  haven't  been  able  to  sell  it,  as  yet,  at  the  price  we 
took  it  in  at. 

Mr.  Graham.  What  is  the  market  price  of  it? 

Mr.  LoNO.  There  isn't  any  market  price,  because  there  isn't  any 
demand  for  it. 

Mr.  Graham.  For  that  olive-drab  duck,  there  isn't  any  market 
price? 

Mr.  Long.  That  is  like  a  last  year's  hat,  like  a  straw  hat  in  the  win- 
tertime. We  tried  to  get  them  to  take  the  goods  from  us,  and  they 
didn't  want  them. 

Mr.  Graham.  Here  is  another  contract,  and  I  am  only  mentioning 
it  now  because  it  is  complained  that  Mr.  Bennett  did  not  state  facts; 
that  this  is  not  stated  correctly.  The  contract  is  for  some  machinery 
to  cut  carriers,  shoe  machinery  for  making  carriers,  the  amount  of 
the  contract  being  $132,537.10.  Now,  Mr.  Long,  you  say  to  the  com- 
mittee that  the  amount  of  leather  that  would  l^  required  for  this,  as 
I  understand  you  to  testify,  you  state  that  as  the  claim  states  it  was 
33,534  feet  of  side  leather,  99,131  feet  of  side  leather  that  you  pur- 
chased, as  you  say,  for  the  making  of  those  carriers,  making  a  total  of 
132,935  square  feet  of  leather.  Xow.  as  you  stated,  the  pieces  you 
were  to  cut  out  were  3.75  inches  by  7  inches,  and  another  piece  6J  by  . 
13,  and  that  the  total  amount  of  square  feet  of  the  leather  to  cut  those 
pieces  would  be,  as  you  figure  this  contract,  would  be  44,458  square 
feet,  with  a  waste  of  88,477  square  feet  on  the  amount  of  leather  you 
have  got.  Now,  he  says  he  looked  at  the  blue  prints,  and  those  are 
the  dimensions  of  those  pieces, 

Mr.  Long.  What  are  the  sizes  ? 

Mr.  Gbahau.  They  are  3.75  by  7,  one  piece,  and  the  other  is  64 
by  13. 

Mr.  Long.  One  of  each. 

Mr.  Graham.  One  of  each.  Well,  I  don't  know,  now,  that  he  has 
said  one  of  each.  I  do  not  know  about  that.  He  says  that  it  takes  109 
square  inches  for  the  two  pieces,  109.75,  practically  110. 

Mr.  Long.  Mr.  Bennett  is  wrong;  this  is  more  than  one.  There  is 
more  than  one  kind  anyway.  There  were  more  than  two  pieces.  I 
think  there  were  three  or  four  pieces.  That  is  where  he  is  wrong  in 
one  case.    He  has  two  pieces. 

Mr.  Graham.  You  say  the  blue  prints  show  three  pieces? 

Mr.  Long.  No  ;  the  blue  prints  won't  show.  If  you  have  got  one 
piece  the  sibe  of  the  blue  print,  the  blue  print  w31  only  show  one 
piece,  if  you  are  able  to  get  two  or  three  or  four  of  them ;  it  would 
only  show  one  piece,  if  you  could  get  29.  There  is  about  137  square 
inches. 

Mr.  Graham.  Wellj  all  right.    Now,  Uien,  you  have 

Mr.  Long  (interposing) .  As  a  matter  of  fact ^  it  would  take  about — 
how  many  pieces  were  there;  how  many  earners  were  there  in  the 
order  ? 

Mr.  Graham.  That  is  what  I  am  trying  to  find  out  here,  52,202. 

Mr.  Long.  Two  and  one-half  square  feet  to  the  carrier  is  about  the 
estimate  of  those  cut  out,  and  there  is  a  very  large  amount  of  waste, 
but  I  think  he  is  wrong  anyway  when  he  says  109. 
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Mr.  Graham.  How  much  do  you  say ! 

Mr.  Long.  One  hundred  and  thirty-seven. 

Mr.  Graham.  How  much  did  you  say  it  would  take  to  get  themf 

Mr.  Long.  We  figured  2^  square  feet.  That  would  be  145,000 
square  feet,  and  we  turned  over  130,000  square  feet. 

Mr.  Graham.  I  didn't  hear  those  figures.  How  do  you  figure  that 
it  will  take  that  much  to  cut  pieces  of  leather,  an  oblong  piece  of 
leather  the  size  of  that} 

Mr.  LoxQ.  Those  pieces  of  leather  are  cut  out  of  bars  about  that 
wide,  irregular  shape.  If  we  cut  those  out  of  regular  stock  leather, 
it  would  cost  twice  as  much. 

Mr.  Graham.  Xow,  I  suppose  you  cut  that  out  of  leather  that  was 
packed  away  ? 

Mr.  Long.  Now,  we  had  this  leather  specially  prepared.  We  paid 
22  cents  a  square  foot  If  we  had  bought  it,  it  would  have  cost 
about  66. 

Mr.  Graham.  Did  you  just  have  the  bellies  cut? 

Mr.  LoNO.  No  |that  leather  was  specially  prepared  for  that. 

Mr.  Graham.  Whole  hides? 

Mr.  LoNO.  No;  just  bellies.  Mr.  Bennett  does  not  understand. 
That  is  the  trouble. 

Mr.  Graham.  You  were  talking  about  this  saving  to  the  Govern- 
ment that  you  have  made.  Why  couldn't  you  take  these  other  bellies 
that  were  treated  as  scrap  leather  in  that  other  contract  and  have 
used  those  ? 

Mr.  Long.  Why,  because  that  requii-es  a  pliable  piet«  of  leather. 
You  didn't  want  stiff  leather.  Tliis  is  just  the  kind  of  leather  that 
you  would  have  for  that  purpose.  In  order  to  save  money  we  got 
the  American  Hide  and  Leather  Co.  to  tan  these  bellies  and  shoulders. 

Mr.  Graham.  Why  couldn't  the  bellies  and  other  pieces  of  this 
latigo  leather — why  could  not  they  have  been  treated  ? 

Mr.  Long.  We  didn't  have  latigo  leather  at  that  time.  Besides, 
latigo  leather  wouldn't  be  suitable  anyway. 

Mr.  Graham.  Why  not? 

Mr.  Long.  It  isn't  practicable.  Yon  wonid  understand  that  if  you 
understood  something  about  the  leather  business,  you  see. 

Mr.  Graham.  You  mean  cutting  it? 

Mr.  Long.  The  business  is  carried  on  in  a  regular  commercial  way. 
Leather  manufacturers  have  a  whole  side  or  back,  and  sometimes  en- 
tire shoulders  are  out  off  and  make  up  leather;  that  is  nearly  always 
tanned  in  sides.  Now,  we  haven't  any  use  in  the  manufacture  of 
shoes  that  would  require  bellies.  They  were  leaving  the  bellies  out, 
so  when  we  learned  that  we  just  got  hold  of  that  leather.  We  had 
those  bellies  tanned  for  us,  and  we  paid  22  cents  a  foot  for  the  bellies 
and  26,  as  I  remember,  for  the  shoulders.  Now,  to  have  that  leather 
made  in  whole  sides  would  have  cost  50  or  60  cents  a  foot,  and  it 
would  have  cost  the  Government  a  great  deal  more  money,  and  then 
also,  the  Government  was  saving  material,  and  we  were  u^ng  the 
material  that  was  economical. 

Mr.  Graham.  You  haven't  satisfied  my  mind  on  it  yet.  why  it  was 
necessary  to  tan  entire  sides  for  latigo  leather  when  you  could  use 
the  bellies  for  this,  and  you  could  have  cut  them  off  before  they 
were  tanned,  or  tanned  them  separately. 
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Mr.  LoNo.  Well.  I  never  knew  of  latigo  leather  being  tanned  that 
way. 

Mr,  Graham.  Well,  they  could  tan  it  or  retan  the  latigo  leather. 

Mr.  Long.  Well,  latigo  leather  is  not  made  that  way.  I  never 
knew  of  it  being  any  other  way.  We  never  heard  of  it  being  made 
any  other  way. 

Mr.  Graham.  I  think  that  if  the  bellies  were  being  used  for  some- 
thing else  you  could  make  this  latigo  leather,  and  they  could  be  used 
for  tJiat. 

Mr.  Long.  They  have  to  have  that  thong.  It  is  a  string  51  inches 
long. 

Mr.  Graham.  Wa&  this  latigo  leather! 

Mr.  LoNO.  No,  sir. 

Mr.  Graham.  I  imagine  it  was  not. 

Mr.  Long.  This  was  leather  that  is  known  as  shoe  leather,  about 
half  as  thick  as  latigo  leather. 

Mr.  Graham.  Now.  where  are  the  statements  you  wanted  to  put 
into  the  record.    Let's  see  what  those  statements  are  that  you  had. 

(Whereupon  the  statements  were  handed  to  the  chairman.) 

Mr.  Graham.  Now,  then,  you  had  another  statement  yesterday  that 
you  considered  important.  Let  us  have  that.  Now,  Mr,  Long,  be- 
fore you  leave  the  stand,  is  that  the  f>ther  statement  you  have  there? 

Mr,  Long.  That  is  the  statement  I  have,  sir. 

Mr,  Graham.  Before  you  leave  the  stand  Mr,  Reavis,  of  the  sub- 
committee No,  4,  wanted  to  ask  you  some  questions.  We  have  tried 
to  get  his  oiEce  and  we  can't  get  him,  Mr,  Beavis,  of  course,  has  a 
committee  that  has  jurisdiction  over  the  cloth  contracts,  and  textiles, 
and  quartermaster  supplies,  and  has  seen  this  telegram  which  you 
sent  to  me. 

Mr.  Garrett.  Mr.  Chairman,  may  I  ask  a  question  on  that? 

Mr.  Graham.  Yes. 

Mr.  Garrett.  I  just  want  to  ask  one  question,  Mr.  Long,  in  the 
matter  of  the  material  for  the  manufacture  of  these  surgical  sup- 
plies. Was  there  ever  any  question  raised  by  any  of  the  Govermnent 
authorities  as  to  whether  you  had  that  material  on  hand  or  not? 

Mr.  Long.  No. 

Mr.  Garrett.  Do  you  know  whether  any  of  the  Government  offi- 
cials knew  you  had  it? 

Mr.  Long.  Yes;  Col.  Beasonor  knew  that  I  had  the  material  on 
hand  and  he  knew  I  was  saving  it  for  this  contract. 

Mr.  Graham,  I  would  like  to  ask  if  you  think  now  that  the  R.  H. 
Long  Co.  received  exorbitant  profits? 

Mr.  Graham,  That  will  be  a  matter  for  this  committee  to  deter- 
mine. It  will  be  determined  and  reported  on  later.  I  could  only 
speak  for  myself,  and  I  don't  care  to  express  m_y  opinion  now. 

(WTiereupon  the  committee  went  into  executive  session.) 

AFTER  EXECUTIVE  SESSION. 

Mr.  Graham.  Now,  let's  dispcee  of  this  matter. 

Mr.  Long,  the  committe  having  examined  these  various  exhibits 
that  are  offered  here,  and  the  committee  understands  that  Mr.  Long  is 
ready  to  swear  to  the  truth  of  these  statements,  and  the  committee 
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■"^n  consider  them,  and  take  some  action  as  to  whether  we  are  to 
admit  them  into  the  record  or  not,  when  we  have  more  time  to  give  to 
consideration  of  them.  The  present  view  of  some  of  the  committee 
members  is  that  probably  that  matter  might  be  determined  or  covered 
by  testimony  already  given.  So  far  as  the  income-tax  return  is  con- 
cernedj  the  committee  is  going  to  do  this  with  you,  Mr.  Long;  they 
are  gomg  to  put  that  up  to  you  as  to  whether  you  desire  to  fumi^ 
those  statements  or  whether  you  don't.  If  you  conclude  that  you 
desire  to  furnish  the  statements  from  your  income-tax  returns  within 
the  next  few  days  so  that  we  can  get  them,  you  can  do  so ;  if  not,  you 
can  do  as  you  see  fit. 

Mr.  Imno.  They  are  for  use  of  the  committee  or  for  publication  t 
Mr.  Graham.  Sir? 

Mr.  Long.  For  use  of  the  committee  or  for  public  use  ? 
Mr,  Grahah.  Well,  of  course,  the  committe  is  interested  in  its  own 
investigation. 

Mr.  Garrett.  You  want  to  know  whether  if  they  are  sent  here 
they  will  simply  be  used  as  information  for  the  committee  or  whether 
they  will  be  turned  over  to  the  record  i 

Mr.  Graham.  Suppose  we  get  in  this  fix :  Suppose  we  want  to  re- 
port something  to  the  House,  our  conclusions,  and  we  would  want  to 
use  this  information  before  the  House,  and  it  is  pertinent  and  throws 
some  light  on  the  matter,  in  our  minds.  It  would  look  to  me  like  it 
is  information  that  we  ought  to  be  able  to  use  in  coming  to  a  conclu- 
sion, otherwise  it  wouldn't  do  us  any  good,  and  I  would  say,  so  far  as 
I  am  concerned,  that  if  you  send  any  information  in,  I  think  we 
ought  to  put  it  in  our  record. 

Mr.  Long.  Well,  I  would  be  opposed  to  anything  like  that. 
Mr.  Graham.  A  copy  of  those  two  letters.     I  would  like  to  take 
them  and  make  a  copy  of  them  and  return  them  to  you. 

Mr.  Garrett.  And  that  other  request  of  his  that  is  to  be  consid- 
ered, and  the  matter  involved  in  the  statement  here;  that  is,  the  re- 
quest as  to  the  obtaining  of  the  information  upon  which  a  comparison 
can  be  made  between  his  contracts  and  the  others,  is  to  be  considered. 
{Whereupon,  at  6.10  o'  clock  p.  m.,  the  committee  adjourned.) 
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STmcoMHiTTEE  No.  5  (Ordnance),  or  the 
Select  Coumittee  on  Expenditures  in  the 
War  Department,  Hoube  of  Representatives, 

Thursday,  October  SO,  1919. 
Pursuant  to  adjournment  the  committee  met  at  2.30  o'clock  p.  m., 
Hon.  William  J.  Graham  (chairman)  presiding. 
Also  present  Mr.  Garrett  and  Mr.  jefferis. 

TESmONT  OF  UEUT.  COL.  HATHEW  A.  EEASONEB. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Please  give  the  stenographer  your  name. 

Lieut.  Col.  Reasoner.  Mathew  A.  Beasoner. 

Mr.  Graham.  And  you  are  a  lieutenant  colonel,  are  you  nott 

Lieut.  Col.  Beasoner.  Yes,  sir, 

Mr.  Graham.  In  the  Medical  Corps! 

Lieut,  Col.  Beasoner.  Yes,  sir. 

Mr.  Graham.  Colonel,  it  nas  been  made  some  little  issue  in  this 
matter  about  a  certain  order  that  you  gave  Mr.  B.  H.  Long  for  some, 
medical  supplies— surgical  supplies — you  doubtless  remember  it. 

Lieut.  Col.  Beasoner.  There  were  several  things,  but  I  take  it  this- 
particular  one  you  refer  to  were  those  hammocks  and  surgical  swaths, 
and  such  things. 

Mr.  Graham.  There  is  your  letter  that  you  wrote.  That  is  in  the 
record,  and  relates  to  that  particular  contract.  In  that  letter  yoa 
stated  you  had  an  oral  agreement  with  Mr.  Lone  in  the  latter  part 
of  October  relative  to  making  that  stuff  and  that  afterwards,  on 
November  9,  the  formal  order  was  given  for  it. 

Lieut.  Col.  Beasoner.  Yes,  sir. 

Mr.  Graham.  What  is  your  remembrance  about  that!  Is  that  the 
first  time  you  ever  talked  with  Long  about  thatf 

Lieut.  Col.  Beasoner.  No,  sir ;  no,  sir.  Might  I  give  you  a  little 
history  of  it? 

Mr.  Graham.  Yes.  Tell  us  all  the  facts  about  that  particular 
matter. 

Lieut.  Col.  Beasoner.  Am  I  to  confine  myself  exactly  to  thi& 
matt«r? 

Mr.  Graham.  Yes,  you  better;  because  that  is  the  only  thing  we 
went  into. 

Lieut.  Col.  Beasoner.  I  would  simply  say  that  our  dealings  with 
Mr.  Long  saved  some  considerable  money  to  the  Government.  X  am 
able  to  bring  in  any  evidence  that  you  may  wish  to  that  effect. 

Mr.  Graham.  How  do  you  mean  % 
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Lieut  Col.  Beasoner.  We  had  purchased  belts  for  enlisted  men;  we 
had  purchased  cases  for  bedding  at  a.  very  considerable  saving  througli 
Mr.  Long.     At  this  time  the  ordnance  and  the  quartermaster,  espe- 


•cially  Quartermaster  Department,  could  not  supply  that  duck. 
Ijong  was  about  the  only  contractor  with  whom  1  had  been  in  to 
and  I  had  been  brought  in  touch  with  practically  all  the  duck  manu- 


facturers who  had  a  supply  of  duck.  I  do  not  know  how  he  got  it 
or  how  he  held  it  out,  but  he  had  it.  I  discussed  with  him  the  propo- 
sition of  enlarging  the  order  and  making  it  a  hundred  per  cent  in- 
crease, but  he  said  he  did  not  like  to  do  that,  because  he  did  not 
know  how  prices  would  be  in  the  future  and  did  not  know  whether 
the  quartermaster  would  take  his  duck,  or  what  would  happen. 

At  the  time  mentioned  here  the  Surgeon  General  sent  down  word 
that  we  had  to  have  a  large  quantity  of  these  things  and  get  them 
as  soon  as  possible.  Mr.  Long  being  the  only  man  who  had  duck, 
I  went  to  him.  The  only  other  recourse  would  have  been  to  ask  for 
the  duck  from  either  the  Ordnance  or  the  Quartermaster  Depart- 
ment and  I  am  sure  you  gentlemen  know  how  long  and  how  round- 
about a  method  that  would  have  been.  I  wanted  the  duck  and 
Wanted  it  as  quickly  as  possible,  and  that  was  the  course  I  followed. 

Mr.  Graham.  Did  you  give  tne  order  to  him  in  the  latter  part  of 
October  or  earlier  i 

Lieut.  Col.  Reasoneb.  May  I  see  the  letter  once  more? 

Mr.  Graham.  Yes.  That  is  the  thing  I  am  asking  you  about  par- 
ticularly (handing  the  witness  a  letter). 

Lieut.  Col.  Reasoner.  In  the  latter  part  of  October. 

Mr.  Graham.  That  is  the  first  time  you  gave  him  that  order? 

Lieut.  Col.  Reasoner.  That  particular  order,  although  in  an  earlier 
case  the  previous  order  was  given  for  a  similar  supply  of  goods. 
That  order  was  already  in  existence,  or  had  been  completed. 

Mr.  Graham.  Yes,  but  this  order  was  given  when  you  stated? 

Lieut.  Col.  Beasoner.  The  latter  part  of  October  1  think  we  had 
the  conference  on  that  particular  date. 

Mr.  Graham.  How  many  orders  had  you  given  for  stuff  before 
that? 

Lieut.  Col.  Reasoner.  For  material  of  all  clas.ses  ? 

Mr.  Graham.  Yes.  Of  course,  I  mean  just  approximately, 
■Colonel. 

Lieut.  Col,  Reasoner.  I  think  we  must  have  had  about  si.x  con- 
tracts with  Mr.  Long,  1  should  say,  Mr.  Graham. 

Mr.  Graham.  Did  you  have  any  personal  dealings  with  him  from 
time  to  time? 

Lieut.  Col.  Reasoner.  Yes,  sir;  I  saw  Mr.  Long. 

Mr.  Graham.  What  seemed  to  be  his  attitude  toward  the  Govern- 
ment in  regard  to  these  various  contracts? 

Lieut.  Col.  Reasoner.  I  was  very  well  pleased  with  Mr.  Long's 
position.  I  have  quite  a  little  admiration  for  him  as  a  gentleman 
and  as  a  manufacturer. 

Mr.  Graham.  The  reason  we  are  asking  you  about  this  particular 
thing  is  that  Mr.  Long  testified  this  identical  contract,  as  I  under- 
stand it,  was  given  about  four  months  before  vou  say  it  was  given. 

Lieut.  Col.  Reasoner.  Pardon  me,  I  think  he  must  have  meant 
the  other  contract. 
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Mr.  Graham.  No,  I  called  his  attention  to  your  letter  and  showed 
it  to  him. 

Lieut.  Col.  Reasoneb.  I  think  he  must  have  been  confused  and 
thought  of  Uiis  otiier  contract 

Mr.  GsAHAM.  What  are  they  J 

Lieut.  Col.  Reasoner.  Those  are  contracts  for  similar  things  that 
we  gave  at  a  prior  time. 

Mr,  Graham.  Were  these  original  contracts! 

Lieut  Col.  Reasoneb.  Yes,  sir.  I  think  that  must  have  been  what 
Mr.  Xiong  was  thinking  about. 

Mr.  Graham.  One  in  May  and  one  in  June? 

Lieut.  Col.  Reasoner.  Yes,  sir;  for  the  same  supplies.  It  was  a 
4'ontinuation,  and  at  that  time  I  discussed  with  him  the  possibility 
of  peciiring  more  than  the  quantity  asked  for,  knowing  we  would 
need  it,  but,  as  I  said,  he  would  not  accept  it  then  because  he  did 
not  know  whether  that  price  would  stand- 
Mr,  (tBAHAM,  Where  did  he  pet  this  duck  that  be  had  on  hand? 

Lieut.  Col,  Reasoseii.  I  am  under  the  impi-ession  that  he  got  it 
from  Berrelle. 

Mr.  Graham.  Did  he  have  it  when  the  war  broke  out? 

Lieut.  Col.  Reasoner.  I  think  he  had  the  contract  at  that  time. 

Mr.  Graham.  Were  other  manufacturei-s  able  to  get  duck  at  that 
time  ? 

Lieut.  Col,  Reasoneb.  To  some  extent;  but  he  had  more  money, 
and  he  foresaw  the  conditions,  and  lie  could  invest  more  than  a  great 
many  other  manufacturers  could. 

Mr.  (iRAiiAM.  I  have  been  told,  I  don't  know  how  true  it  is, 
and  I  want  to  ask  you  whether  you  know  anything  about  it — that 
prior  to  our  entrance  into  the  war  he  had  accumulated  a  large  stock 
of  these  materials  with  which  war  equipment  could  be  made  so  that 
when  the  war  broke  out  he  was  already  in  possession  of  an  immense 
reserve  stock  with  which  he  could  make  this  stuff?  Do  you  know 
whether  that  is  true  ? 

Lient.  Col,  Reasoner,  I  can  not  say.  I  never  was  in  his  factory, 
but  I  know  that  he  bad  duck  to  take  care  of  our  needs. 

Ml'.  Graham,  Were  other  manufacturers  able  to  get  it  at  that 
time  ? 

Lieut.  Col.  Reaso.ner.  During  the  last  part  of  the  war  not  be- 
cause the  nuartermaster  took  everything  they  had  and  took  all  the 
output  of  the  mills. 

Mr.  Graham.  He  alwavs  had  plenty  of  it? 

Lieut  Col.  Reasoneb.  So  far  as  I  tnow.  He  did  for  our  needs.  I 
can  not  sny  whether  he  did  foi"  othei"  people  or  not. 

Mr.  CiRAiiAM.  That  is  all.  Mr.  Jefferis,  do  you  wish  to  ask  the 
witness  any  questions? 

Mr.  Jefferis.  I  do  not  care  to, 

Mr.  Graham.  Do  you  wish  to  ask  any  questions,  Mr.  Garrett? 

Mr.  Garrett.  Yes.  I  believe  that  you  stated  that  at  the  time  of 
the  making  of  these  contracts  that  were  executed 

Lieut.  Col.  Reasoner.  The  original  contracts? 

Mr.  Garrett.  May  and  June? 

Lieut.  Col.  Reasoner.  Yes,  sir. 

Mr.  Garrett.  You  discussed  with  him  and  sought  to  have  him 
ent«r  into  a  contract? 
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Lieut.  Col.  Reaboner.  No;  I  did  not  discuss. 

Mr,  Garreit.  You  discussed  with  him  the  proposition  of  putting 
in  a  renewal  clause  ? 

Lieut.  Col.  Beasoner.  Yes;  a  100  per  cent  increase  clause. 

Mr.  Garrett.  And  he  was  unwilling  to  do  that  because  he 
thought 

Lieut.  Col.  Reasoner  (interposing).  The  labor  conditions  were 
rather  bad  at  that  time.  Labor  was  getting  so  scarce,  and  he  was 
not  sure  that  he  could  handle  it,  and  he  had  some  big  ordnance  con- 
tracts, and  he  could  not  look  far  enough  ahead  to  be  certain. 

Mr.  Garrett.  Well,  did  you  discuss  it  with  him  formally  or  in- 
formally at  any  time  between  then  and  the  time  of  giving  him  this 
order  ? 

Lieut  Col.  Reasoner.  I  can  not  tell  you  about  that,  but  I  had 
stated  that  we  would  need  more. 

Mr.  Garrett,  You  had  stated  to 

Lieut.  Col.  Reasoner  (interposing).  Mr.  Long  that  if  his  services 
were  satisfactory  we  would  probably  need  more.  That  was  the  state- 
ment that  was  made  in  May  or  Jime  or  along  there  some  time. 

Mr.  Garrett.  So  that  he  understood  that  there  were  strong  prob- 
abilities that  more  would  be  desired  ? 

Lieut.  Col.  Reasoxer.  And  he  ran  a  medical  department  section  in 
his  factory.  Do  you  wish  me  to  add  something  for  Mr.  rx)ng's 
benefit? 

Mr.  Graham.  You  better  answer  the  questions,  sir. 

Lieut.  Col.  Reasoker.  Have  you  completed  your  questions? 

Mr.  Garrett.  Yes;  that  is  all  1  wanted  to  ask. 

Mr.  jEfTERia.  You  said  you  offered  to  take  an  increased  pro- 
duction * 

Liont.  Col.  Reasoner.  Yes,  sir. 

Mr.  .Tefferis.  And  he  would  not  enter  into  such  a  contract  ? 

Lieut.  Col.  Reasoner.  I  did  not  put  it  up  to  him  in  that  way.  I 
just  talked  about  it  and  asked  him  if  he  would  like  to  do  it. 

Mr.  Jefferis.  What  did  he  sav  ? 

Lieut.  Col.  Rp..\90NER.  He  said  he  preferred  not  to  do  it  at  that 
time  and  would  rather  have  us  put  that  matter  off  until  we  were 
ready  to  make  the  purchase. 

Mr.  Jefferis.  And  then  you  took  it  up  the  latter  part  of  October? 

Lieut.  Col.  Reasoner.  Yes.  I  said,  "Well,  we  will  hold  it  imtil 
then." 

Mr.  Jefferis.  Then  the  contract  was  entered  into  in  Xoveniber  I 

Lieut.  Col.  Reasoner,  Yes,  sir.  The  verbal  agreement  took  place 
before  that  time.    The  contract  was  dated  the  day  it  was  written. 

Mr.  Jefferis.  About  what  time  in  October  d'd  you  talk  with  him* 

Lieut.  Col.  Reasoner.  I  can  not  say  about  that,  because  I  was  very 
busy  then. 

>lr,  Garrett.  It  appears  from  otu-  record.s  that  this  contract  was 
actually  signed  about  November  9 — just  a  few  days  before  the  sign- 
ing of  the  armistice. 

Lieut.  Col.  Re-vsoner.  Yes.  sir. 

Mr.  Garrett.  And  of  course  no  work  was  done  on  it,  the  order 
lieing  canceled  imniedintely  after  the  armistice  was  signed.  Mr. 
Long,  in  settling  with  the  GoveTnnient,  charged  back  so  much  ou 
this  duck,  T  Iwlieve.  the  sum  of  ^Ifi.OOO. 
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Mr.  Graiiah.  Yes;  a  little  over  that. 

Mr.  (iARBETT.  And  the  question  arose  here  as  to  whether  he  was 
justified  from  anything  that  had  passed  in  making  any  such  charge 
ngainst  the  (Jovernment. 

Lieut.  Co!,  Reasoneh.  You  say  it  is  $16,000? 

Mr.  Gahrett.  My  recollection  is  that  it  was  that  amount. 

Mr.  Graham.  Here  is  the  contract,  right  here. 

Lieut.  Col.  Reasoneb.  I  think  I  have  a  cop^  of  that  at  the  office. 

Mr.  Gbaham.  There  is  a  little  over  $16,000  m  controversy. 

Lieut.  Col,  Reaboner.  That  is  anotliei'  matter. 

Mr.  Jeffehis.  Do  you  know  about  what  the  price  duck  was  at  the 
time  the  United  States  entered  the  war? 

Lieut.  Col.  Reasoner,  I  know  about  the  price  of  some  of  the  duck. 
For  instance,  that  legging  duck  lie  used  in  the  contract 

Mr.  Jeffekis.  If  it  was  legging  duck. 

Lieut.  Col.  Reasoner.  It  was  a  Xo.  8  duck  and  prior  to  our  entrance 
into  the  war  tlio  average  worth  of  that  duck  at  34  or  36  inch  width 
was  somewhere  around  55  to  60  cents. 

Mr.  Jefferis.  What? 

Lieut.  Col.  Reasoner.  Fifty-five  to  sixty  cents  prior  to  our  entrance 
into  the  war.  Later  that  went  to  $1.18.  That  was  a  single-filling 
duck.  We  used  a  fiber  dye  and  it  probably  would  be  worUi  $1.25  n 
yard. 

Mr.  Jefferis.  Do  you  know  the  price  at  the  close  of  the  war? 

Lieut.  Col.  Reasoner.  Yes,  sir;  at  the  time  I  entered  into  the  con- 
tract  

Mr.  JftFFERis.  How  much  was  it  then  ? 

Lieut.  Col.  Re.\soner.  About  $1.25, 1  should  .say. 

Mr.  Jefferis.  And  at  the  time  of  our  entrance  into  the  war  you 
say  it  was  worth  55  to  60  cents? 

Lieut.  Col.  Reasoner.  Prior  to  our  entrance  into  the  war — six 
months  priiir  to  our  entrance  into  the  war.  When  we  entered  the 
war.  I  suppose,  it  would  have  been  worth  65  or  70  cents. 

Mr.  Jefferis.  That  is  the  approximate  price  at  the  time  we  en- 
tered the  war.  as  I  understand  it. 

Lieut.  Coi.  Reasoner.  I  think  so. 

Mr.  Jefferis.  What  are  the  facts,  if  you  know.  Colonel,  as  to  tfi& 
time  when  Mr.  Ixmg  obtained  this  duck,  which  was  used  or  would 
have  been  used  in  this  contract  ?  Was  it  before  the  United  States  en- 
tered the  war? 

Lieut.  Col.  Reasoner.  Some  of  this  particular  duck  he  bought  on 
contract  with  some  firm  by  the  name  of  Berrelle  or  someone  else,  and 
they  were  producing  it  for  him  from  time  to  time.  He  was  taking 
part  of  their  output. 

Mr.  Jefferis.  Was  that  a  contract  that  Mr.  Long  or  his  company 
had  entered  into  with  Berrelle  before  the  United  States  entered  the 
war? 

Lieut.  Col.  Reasoner.  I  could  not  say  about  that.  I  am  sorry  to  say. 

Mr.  Jefferis.  Did  y<iu  understand  that  Mr.  Ijong.  or  Long  &  Co., 
had  large  nniounts  of  this  duck  on  hand  at  all  times? 

Lieut.  Col.  Reasoner.  I  undei-stood  that  they  had  some  quantities. 
I  mn  not  sav  how  much — enough  for  our  needs,  anyway. 

Mr.  Jefferis.  Whnt  is  the  fact  ns  to  the  quantities  he  had  on  hand, 
say,  in  May  or  June,  1918? 
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Lieut.  Col.  Beason'er.  Mr.  Long  told  me  he  had,  as  I  remember  it 
now,  enough  duck  on  hand  to  take  care  of  our  May  and  June  con- 
tracts and,  perhaps,  a  little  more. 

Mr.  Jefferis.  But  he  would  not  enter  into  any  100  per  cent 
increase  at  that  time^ 

Lieut.  Col.  Reasoner.  I  did  not  force  the  matter. 

Mr.  Jefferis.  I  say  he  said  he  did  not  care  to  do  it! 

Lieut.  Col,  Reasoxer.  No,  sir.  I  did  not  force  it.  I  mi^ht  have 
secured  his  consent,  but  I  did  not  attempt  to.  Of  course,  this  is  only 
one  of  a  great  many  contracts  that  were  made,  and  I  certainly  did 
not  concern  myself  much  with  the  contractor's  own  affairs,  and  so  I 
can  not  prive  you  as  much  information  as  you  desire. 

Mr.  Jefferis.  That  is  all. 

TESHHONY  OF  HS.  W.  D.  HIKES. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  Graham.  Captain,  what  is  your  full  namet 

Mr.  HiMEs.  William  D.  Himes. 

Mr.  Graham.  Were  vou  formerly  in  the  service  of  the  United 
States? 

Mr,  Himes.  I  was. 

Mr,  Graham,  During  what  period? 

Mr.  Himes.  From  August,  1917.  until  January,  1919. 

Mr.  Graham.  Until  January,  1919? 

Mr.  Himes.  Yes,  sir. 

Mr.  Graham.  In  what  arm  of  the  service  were  you? 

Mr.  Himes.  Ordnance. 

Mr.  Graham.  All  the  time? 

Mr.  Himes.  Yes,  sir ;  all  the  time. 

Mr.  Graham.  AVhere  were  you  located? 

Mr.  Himes.  I  was  first  assigned  at  the  Rock  Island  Arsenal  for  a 
course  of  instruction,  just  for  a  few  weeks.  Then  my  fii-st  assignnieot 
under  my  commission  was  in  Boston. 

Mr.  Graham.  And  what' place? 

Mr.  HiMES.  I  was  sent  to  Boston  to  establish  an  inspection  c^ce 
for  the  equipment  division  of  the  Ordnance  Department. 

Mr.  Graham.  And,  after  your  service  there,  where  did  you  go? 

Mr.  Himes.  I  went  to  France. 

Mr.  Graham.  During  your  experience  at  Boston,  did  you  have 
anything  to  do  with  the  contracts  of  Richard  H.  Lone? 

Mr.  HiuEs.  I  was  in  charge  of  the  inspection  of  all  of  Mr.  Long's 
ordnance  contracts. 

Mr.  Graham.  You  were  at  that  time  a  captain? 

Mr.  Himes.  I  went  up  as  a  first  lieutenant. 

Mr.  Graham,  After  going  there  were  you  promoted? 

Mr.  Himes.  I  was  promoted  in  January,  1918. 

Mr.  Graham.  And  did  you  have  charge  of  the  office? 

Mr.  Himes.  There  was  no  office  there;  there  was  nothing  there 
when  I  went.  I  established  an  office  and  organized  an  inspection 
force  in  New  England. 

Mr.  Graham.  And  how  extensive  a  force  did  that  get  to  be  before 
it  ended? 
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Mr.  HiHEB.  When  I  left  that  station  in  July,  1918,  there  were  some 
six  or  seven  hundred  inspectors  scattered  all  through  that  territory- 
Mr.  Gbahah.  Under  tne  jurisdiction  of  that  office? 

Mr.  HiHES.  Yes,  sir. 

Mr.  Graham.  Were  you  in  charge  of  the  office  up  to  the  time  you 
left  there? 

Mr.  HiHES.  I  was  in  charge  of  the  office  until  April,  1918;  and 
then  a  reorganization  in  the  Ordnance  Department  caused  a  change 
in  the  plans  and  thw  established  a  district  ordnance  office  which  cov- 
ered all  divisions  of  tlie  Ordnance  Department,  including  the  equip- 
ment division,  and  I  was  still  in  charge  of  the  equipment  division 
under  Maj.  Douglas,  the  representative  of  the  Ordnance  Department. 

Mr.  Graham.  When  did  you  leave  there  ? 

Mr.  HiMBS.  In  July,  1918. 

Mr.  GsAHAH.  Captain,  do  you  live  in  Massachusetts? 

Mr.  HiMES.  No,  I  live  in  Pennsylvania, 

Mr.  Graham.  What  placet 

Mr,  HiHES.  Oxford. 

Mr.  Graham.  Did  you  come  here  on  a  subpoena. 

Mr,  Himes.  I  can  not  tdl  you.    I  was  requested  to  come, 

Mr.  Gkaham.  By  the  Sergeant  at  Arms? 

Mr.  HiHES.  Yes,  sir. 

Mr.  Graham.  When  did  you  have  your  first  experience  with  R.  H. 
Long,  or  the  R.  H.  Long  Co.,  in  the  matter  of  ccmtracts  in  your  Bos- 
ton office? 

Mr.  HiMES.  As  soon  as  I  got  to  Boston  I  visited  in  turn  the  con- 
tractors in  New  England.  I  do  not  recall  whether  Mr.  Long  was  the 
first  one  or  not, 

Mr.  Graham.  Were  you  at  his  factory  at  that  time? 

Mr.  HiMES.  Many  times. 

Mr.  Graham.  How  far  is  Framingham  from  Boston? 

Mr.  HiHES.  About  20  miles,  roughly  speaking. 

Mr.  Graham.  During  the  time  you  were  there  as  Chief  of  the  In- 
spection Service,  how  many  times  do  you  suppose  you  were  out  to  his 
factory  ? 

Mr.  Himes.  I  imagine  I  averaged  two  or  three  visits  a  week  to  his 
factory.    He  was  tlie  largest  individual  contractor  in  New  England. 

Mr.  Graham,  When  did  you  first  get  to  the  Boston  office  ? 

Mr.  Himes.  About  the  first  of  September,  1917. 

Mr.  Graham,  And  from  that  on  you  were  there  very  often? 

Mr.  Himes.  It  was  very  rarely  that  I  mised  a  week  that  I  did  not 
get  to  his  factory;  and  some  weeks  I  was  there  two  or  three  times. 

Mr.  Graham.  Did  you  have  men  report  to  you  who  were  residents 
in  his  factory? 

Mr.  Himes.  I  had  a  resident  inspector  in  his  factory. 

Mr.  Graham.  What  was  his  name? 

Mr.  Himes.  His  name  was  R.  H.  Huggins. 

Mr.  Graham,  Was  he  an  officer? 

Mr.  Himes.  He  was  a  civilian  employee  from  the  Rock  Island 
Arsenal.  He  was  sent  there  to  instruct  operatives  in  the  manufacture 
of  things. 

Mr.  Graham.  Was  he  there  when  you  got  there? 

Mr.  HiHES.  He  was  there  when  I  arrived. 
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Mr.  Graham,  Wlien  you  first  went  there  did  you  find  anything 
unusual  or  anything  in  the  relations  between  Mr,  Long  and  this  in- 
spector that  excited  your  interest? 

Mr.  HiMES.  I  recall  one  thing  that  made  quite  an  impression  on  me. 
I  found  Mr.  Long  had  loaned  this  inspector  money- 
Mr.  Graham.  How  did  you  happen  to  find  that  out? 

Mr.  HiMKa.  I  do  not  recall  how  I  found  it  out,  but  I  know  that  was 
about  my  first  experience  there  and  that  is  why  it  made  an  impression. 

Mr.  Graham.  Was  this  man  Huggins  locat«i  at  the  factory  ? 

Mr.  HiMEs.  Yes,  sir. 

Mr,  Graham.  Wan  he  the  only  representative  of  the  Government 
there? 

Mr.  HiMES.  He  was  the  chief  representative  of  the  Government 
there.     He  had  some  physical  inspectors  under  him. 

Mr.  Graham.  What  did  you  do  about  this*     Did  you  see  Mr.  l/ong^ 

Mr.  HiMES,  Mv  i-ecollection  is  fairly  clear  on  it,  too,  that  I  sa'w 
Huggins  and  confirmed  the  information  that  1  had  got  and  told  him, 
of  coui-se,  that  could  never  happen  again.     Then  I  saw  Mr,  Long. 

Mr.  (iraham.  What  did  he  say  about  it? 

Mr.  HiHES.  I  do  not  recall  the  details  of  the  conversation,  but  I 
told  him  that  things  like  that  might  raise  very  embarrassing  situations 
and  that  I  hoped  he  would  never  do  it  again.  He  seemed  to  pass  it  off 
as  inconsequential  and  of  no  importance.  As  I  recall  it,  the  amount 
of  money  was  not  great,     I  do  not  remember  how  much  it  was. 

Mr.  Gr.\ham.  He  did  not  seem  to  attach  any  importance  to  it* 

Mr.  HiMEs.  'So. 

Mr.  (jraiiam.  Do  you  know  whether  that  ever  happened  again  to 
your  knowledge? 

Mr.  HiMEs.  I  do  not  know  that  it  happened  again.  I  suspected 
that  it  happened,  but  I  never  knew. 

Mr.  Graham.  Xow,  tell  us,  Captain,  did  you  ever  at  any  time  while 
you  were  there  have  any  cause  to  question  the  character  of  any  of  the 
goods  that  was  being  produced  at  that  factory! 

Mr.  HiMEs.  As  a  Government  contractor,  Mr,  Lone  had  a  wonder- 
ful reputation  for  producing  quantities  which,  at  the  Beginning  of  my 
service  up  there,  was  a  very  important  part  of  the  Government  con- 
tractor's duty;  but  he  produced  quantities  decidedly  at  the  sacrifice  of 
quality,  and  I,  as  an  inspector,  was  primarily  interested  in  quality. 

Mr,  Graham,  Tell  us  now  what  you  observed  and  what  you  did  on 
the  matter  of  quality  of  these  goods.  What  did  you  observe  was 
wrong  with  them,  if  "anything? 

Mr.  HiMES.  There  were  continuous  occurrences  that  stand  out  in 
my  memory.     Fii-st  of  all  was  the  question  of  cartridge  belts. 

Mr,  Graham,  Tell  us  about  those. 

Mr.  HiMES,  My  recollection  is  that  cartridge  belts  of  a  very  inferior 
quality  started  to  come  through  shortly  after  I  got  there,  and  that  I 
reiected  those  that  I  thought  were  impossible. 

Mr,  Graham,  What  were  these  belts  made  of! 

Mr.  HiMEB,  Duck. 

Mr.  Graham.  Webbing? 

Mr.  HiMBB.  Duck  and  webbing.    Principally  duck. 

Mr.  Graham.  What  kind  of  belts  were  they  that  you  found  were 
defective  as  you  thought! 
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Mr.  HiHES.  You  mean  the  character  of  the  defects? 
Mr.  Graham.  No  ;  what  was  it ;  were  they  duck  or  webbing  belts  ? 
Mr.  HiMES.  It  was  a  combination  of  duck  and  webbing.     The  duclc 
■formed  the  body  of  the  belt  and  the  adjusting  straps  were  of  webbing. 
Mr,  Graham.  What  was  the  matter  with  the  belts? 
Mr.  HiM£S.  There  were  two  principal  causes.     One  was  in  the  size 
of  the  pockets  for  the  cartridge  clips,  and  the  other  was  that  there 
were  holes  in  the  belt  and  they  were  darned,  repaired  by  hand.     The 
pockets  in  the  belt  were  made  to  accommodate  two  clips  of  cartridges, 
and  if  those  pockets  were  small  the  clips  of  cartridges  could  not  l>e 
accommodated.    If  they  were  too  small,  they  could  only  be  accom- 
moduted  with  difficulty  in  extracting, 

Mr,  Graham.  You  say  you  condemned  some  of  them. 
Mr,  HiMEs.  I  rejected  all  belts  that  I  considered  unserviceable. 
Mr.  Graham.  About  how  many  do  you  suppose  there  were  of  those 
that  you  rejected? 

Mr.  HiMEs.  My  impression  is  that  those  belts  accumulated  greatly 
until  there  were  some  ten  or  fifteen  thousand.  That  was  over  a  period 
of  a  number  of  months  perhaps. 

Mr.  Graham.  Did  you  tell  him  about  it? 
Mr.  HiMEs,  Oh,  yes,  indeed. 
Mr,  Graham.  What  did  he  say? 

Mr.  HiMES.  There  was  no  question  about  the  quality  of  the  belts, 
and  Mr.  Long's  relations  with  me  were  always  very  pleasant,  and  he 
agreed  with  most  everything  that  was  brought  to  him. 

Mr,  Grailam.  Did  &e  agree  that  the  quality  of  the  belts  was  not 
good? 

Mr.  HiMES.  He  thought  they  should  be  taken,  but  he  did  not  raise 
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Mr.  Graham.  Why  did  he  think  they  should  be  taken? 
Mr.  H1UB8.  Because  the  Government  needed  belts,  and  Mr.  Long 
seemed  always  to  operate  on  the  principle,  "  Take  anything  you  can 
get,  just  so  you  are  getting  somethmg,"  and  that  was  the  policy  of  the 
department  in  the  Beginning  of  the  war  because  of  the  urgent  need 
of  equipment.  As  a  result  of  that  policy,  I  took  a  great  many  belts 
that  I  felt  sure  did  not  comply  with  the  classifications  in  the  contracts, 
but  that  would  be  serviceable. 

Mr.  Graham.  Did  he  agree  that  they  did  not  comply  with  the 
classifications  ? 

Mr.  HiHES.  I  remember  another  incident,  not  on  these  particular 
14,000  belts — ^I  can  not  answer  your  question  fully  on  that  because 
I  do  not  recall.    I  recall  that  in  1918,  probably  June,  I  discovered, 
my  inspector  discovered  rather,  that  one  piece  of  the  belt  was  being 
cut  shorter  than  the  blue  print  specified.  That  piece  wasthen  gathered 
into  pockets  so  that  after  it  was  sewed  on  the  belts,  you  could  not 
tell  n^at  the  length  was.    You  could  only  tell  it  before  it  was  perma- 
nently sewed  into  the  belts.     He  showed  me  all  these  pieces  cut  a 
shorter  length  than  specifications  called  for  and  I  recall  taking  that 
to  Mr.  Long  with  a  blue  print  and  pointing  it  out  to  him. 
Mr.  Graham.  How  much  shorter  than  the  specification  was  it? 
Mr,  HiMES.  I  do  not  recall  the  measurement. 
Mr.  Graham.  Do  you  know  how  big  an  order  he  had  fpr  them! 
Mr.  HiMEs.  My  recollection  is  that  Mr.  Long  had  a  large  order  for 
belts  from  the  Ordnance  Department. 
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Mr.  Graham.  Do  you  know  whether  this  would  have  affected  any 
saving — his  practice  of  cuttinfr  this  piece  shorter! 

Mr.  H1ME8.  He  saved  the  amount  of  duck  that  he  cut  short,  an 
absolute  and  direct  saving. 

Mr,  Graham.  What  did  he  say  when  you  went  to  him! 

Mr.  HiMEa.  He  said  he  knew  that  he  had  been  doing  that  and  that 
he  was  doing  it  because  there  was  no  way  to  manufacture  the  belts 
in  accordance  with  the  specifications;  that  the  specifications  were 
wrong.  I  told  him  that  that  was  not  the  fact  because  other  con- 
tractors in  that  district  were  manufacturing  tliein  dii-ectly  in  accord- 
ance with  the  specifications;  and  he  told  nie  that  a  representative 
of  the  division,  some  representative  of  the  division,  he  was  indefinite, 
lold  him  that  the  belts  could  bo  manufactured  in  that  way.  cnttinjr 
that  piece  short.  I  asked  him  what  authority  he  had  in  evidence  of 
that  and  he  said  he  had  a  letter,  but  he  could  not  find  the  letter.  I 
told  him  that  I  would  have  to  insist  on  those  bolts  being  made  di- 
rectly in  accordance  to  the  specifications.  He  asked  for  some  time 
but  said  that  he  was  not  willing  to  do  it.  My  recollection  is  that  he 
refused  flatly  but  finally  said  he  wonid  have  to  ehnnge  his  machines 
before  lie  could  do  it.  I  told  him  I  realized  that  and  would  give  a 
length  of  time  in  which  to  change  the  machine,  seven  or  nine  days — 
I  do  not  recall  the  exact  time,  but  more  than  was  necessary — and 
that  after  that  I  would  reject  all  belts  made  that  were  not  in  accord- 
ance to  specifications. 

Mr.  Grahah.  Did  he  change  his  machines? 

Mr.  HiHEs.  No;  he  did  not.  as  nearly  as  I  could  see,  Mr.  Long: 
made  no  effort  to  comply  with  my  request  and  comply  with  the 
specifications.  I  recall  that  he  went  to  Washington  during  the  time 
that  I  gave  him  in  which  to  make  the  change.  After  the  date  I  had 
set  we  started  to  reject  all  belts  that  came  through. 

Mr.  (iRAHAM.  About  how  many  did  you  reject? 

Mr.  HiMES.  It  was  in  the  neighborhood  of  75,000,  as  T  recall  it, 
because  it  was  something  over  $200,000,  and  I  believe  the  belts  were 
almost  $3  a  piece. 

Mr.  Graham.  Did  you  ever  reject  anything  else! 

Mr.  HiMES.  That  was  the  biggest  item  we  ever  i-ejected.  Yes;  we 
rejected  various  equipment  from  time  to  time,  but  no  one  instance 
stands  out  in  my  mind  that  I  remember. 

Mr.  Graham.  Captain,  to  be  brief  about  the-  matter  and  to  get 
back  to  the  point,  do  you  know  whether  you  e%'er  accepted  stuff 
there  or  whether  Mr.  IJong  manufactured  stuff  that  was  defective, 
that  was  not  up  to  certain  specifications,  that  was  accepted  by  the 
Government  and  taken,  not  counting  those  belts,  but  stuff  that  went 
through! 

Mr.  HiMEs.  I  felt  that  stuff  I  was  accepting  from  time  to  lime 
there  was  not  strlctlv  in  accordance  with  specifications. 

Mr.  Graham.  Did" he  know  it? 

Mr.  HiMEB.  I  always  discussed  these  things  very  frankly  with  Mr. 
Long.    Yes;  he  knew  it. 

ifi.  Graham.  Why  did  you  take  them! 

Mr.  HtMES.  On  account  of  the  urgent  necessity  for  furnishing  the 
troops  with  this  equipment. 

Mr.  Graham.  Do  you  know  whether  it  was  possible  for  him  to 
have  made  these  things  in  accordance  with  the  specifications? 
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Air.  HiuES.  I  know  that  it  was  possible  for  them  to  be  made  ac- 
cording to  specifications,  because  other  contractors  who  manufac- 
tured the  same  e<^ipinent  did  it. 

Mr.  Graham.  But  this  man  was  manufacturing  large  quantities 
and  you  took  them,  although  they  did  not  comply  to  the  specifi- 
cations? 

Mr.  HisiES.  Our  standard  was  serviceability  rather  than  strict 
specifications,  and  I  thought  it  was  a  good  policy  when  I  first  went 
up  there,  but  I  soon  learned  that  Mr.  Long  was  taking  advantage  of 
that  policv  and  manufactured  full  quantity  regardless  of  quality, 
knowing  tne  department  was  forced  to  have  them.  That  was  my 
personal  opinion  of  Mr.  Long's  attitude. 

Mr.  Graham.  Did  you  observe  in  the  stuff  that  was  going  through 
from  time  to  time  poor  material  f 

Mr.  H1ME8.  Ves;  I  saw  poor  material  in  the  equipment.  It  was 
brought  to  my  attention  bj"  representatives  from  my  inspectors,  that 
Mr.  Long  was  buying  Government-rejected  materials  from  textile 
factories. 

Mr.  Grahau.  To  use  on  Government  work! 

Mr.  HiMEs.  Presumably.  I  do  not  think  he  was  working  on  any 
other  contracts  but  Government  contracts.  I  assume  that  Lieut, 
(irisconi,  who  is  here,  knows  about  that.  I  do  not  know  that  Lieut. 
Griscom  knows  more  about  that,  because  I  recall  very  distinctly  now 
about  it. 

Mr.  Graham.  Tell  us  about  it. 

Mr.  HiMES.  I  saw  in  Mr.  Long's  storehouse  bales  of  remnants  of 
webbing  and  textiles  of  that  kind  that  appeared  to  he  almost  sweep- 
ings of  the  floors,  and  my  recollection  is  that  I  obtained  the  infor- 
ination  from  another  inspector  that  they  were  sweepings  from  the 
floor  of  the  te.\tile  factory  located  near  Boston  and  had  been  re- 
jected by  my  inspector  at  that  textile  factory  as  not  suitable  for 
Government  work  or  up  to  Government  specifications,  and  they  were 
then  boxed  up  by  the  manufacturer  and  sold  as  a  commercial  lot  to 
Mr.  Long. 

Mr,  Graham,  And  you  saw  them  in  the  warehouse! 
Mr,  HiMES.  I  could  not  identify  those  particular  pieces  with  what 
had  been  reported  to  me,  but  pi-esumnbly  they  were,  because  that 
came  from  tlie  manufacturer  at  whose  plant  the  inspector  reported 
to  me.    They  were  in  bales  marked  with  that  manufacturer's  name. 
Mr.  Graham.  They  were? 
Mr.  HiMEs.  Yes,  sir, 
Mr.  Graham.  When  was  that! 

Mr.  HiMES.  That  was  in  the  spring  of  1918.     Do  not  understand 
that  this  was  one  exception,  because  this  was  lather  the  custom,  I 
felt. 
Mr.  Graham.  You  saw  them  often! 

Mr.  H1ME8.  For  instance,  I  once  got  a  telephone  message  from  a 
Capt.  Redmond,  who  occupied  a  position  similar  to  mine  in  the  Con- 
necticut district.  He  said  that  that  day  a  case  of  defective,  reje'ted 
webbing  at  the  plant  of  the  Russell  Miinufacturing  Co.,  in  Middle- 
town,  Conn.,  had  been  shipped  by  the  Russell  Manufacturing  Co,  to 
Mr.  Long  on  a  commercial  contract.  I  recall  getting  that  telephone 
message  and  that  I  immediately  called  up  Mr.  Long  and  told  liim  of 
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the  information  I  had  gotten  and  that  1  believed  that  he  would  in!t 
want  to  use  anything  that  the  Government  felt  was  un-iuitable  in  tlie 
equipment,  and  I  told  him  so  he  could  stop  it  when  it  got  lo  hi.s 
factory.  He  thanked  me  and  said  that  it  never  showed  up  wlicii  I 
spoke  to  him  afterwards. 

Mr.  Graham.  Told  you  it  had  never  arrived^ 

Mr.  HiHES.  He  told  me  it  never  had  arrived  and  that  I  must  h^ive 
been  advised  wrongly. 

Mr,  Graham.  Do  you  know  whether  these  sweejjings  and  odds  and 
ends  of  webbing  were  used  and  disposed  of  there  m  the  factory  i 

Mr,  HiMES.  I  had  no  direct  way  to  tell,  sir.  I  only  know  it  tlia- 
appeared  from  time  to  time  and  there  was  no  way  foi'  nie  to  identify 
it  after  it  was  cut  up  and  put  into  equipment. 

Mr,  Graham.  Did  you  nave  any  inspectors  there  whose  duty  it  was 
to  see  what  went  out,  so  that  you  could  tell  whether  that  stuff  left  the 
factory  after  you  saw  it? 

Mr,  HiMES.  Every  piece  of  equipment  that  Mr,  Long  made  was  in- 
spected, but  we  could  not  tell  whether  webbing  was  defective  unless 
we  had  a  test  for  strength  or  weave,  which  was  impossible  after  it 
was  a  part  of  the  equipment  without  wasting  a  lot  of  time  and  de- 
stroying a  great  deal  of  the  equipment.  I  saw  equipment  that  I 
felt  certain  was  made  up  partly  of  defective  material,  and  I  bi-ouglit 
those  instances  to  Mr,  Long's  attention  many  times. 

Mr.  Graham.  As  I  understand  it  he  had  two  Government  contiiict.s, 
one  on  which  the  Government  furnished  the  materials  and  the  other 
in  which  he  furnished  the  materials. 

Mr.  HiuES.  That  is  right, 

Mr.  Graham.  How  could  you  tell  in  the  work  which  equipment  was 
Govermnent  material  and  which  was  his? 

Mr.  HiMES.  There  was  no  way  to  tell.  It  was  not  kept  separate. 
Mr.  Long  used  material  indiscnmnately. 

Mr.  Graham.  He  used  Government  material  on  jobs  that  he  had 
to  buy  the  material  for? 

Mr.  Himes.  There  was  no  way  to  definitely  prove  that,  but  I  do 
not  think  that  Mr,  Long  ever  denied  that.  I  know  in  discussing 
the  things  with  him  whenever  we  found  and  defect  in  the  material 
he  would  always  say:  "  Well,  that  is  a  contract  on  which  the  Gov- 
ernment is  furni-shing  the  material." 

Mr.  Graham.  Then,  if  the  Government  furnished  the  material 
that  ended  it. 

Mr.  Himes.  And  I  could  not  identify  Government  material  after 
it  had  been  cut  up  and  put  into  equipment. 

Mr.  Graham,  But  he  would  invariably  say  when  you  objected 
■  to  material  that  it  was  a  contract  on  wnich  the  Government  was 
furnishing  the  material? 

Mr.  H1ME8.  I  could  not  say  that  he  said  that  without  exception, 
but  I  know  it  was  rather  a  stock  answer  and  we  got  to  expect  it. 

Mr.  Graham.  Is  it  your  judgment,  Capt.  Himes,  that  the  scrap 
material  you  saw  in  his  workroom  went  into  equipment  that  the 
Government  bought? 

Mr.  HiHEs,  Yes,  I  confidently  believe  that,  Mr.  Graham,  but 
there  is  no  way  to  prove  these  things.  I  believe  that  Mr,  Long  used 
some  ordnance  stun  on  contracts  for  other  departments  of  the  Gov- 
ernment. 
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Mr.   Graham.  What  makes  vou  think  tliat?     How  do  vou  urrive 
at  your  conchision?     Did  he  teep  his  duck  all  in  the  placet 

,'^.-  HiMEs.  There  was  no  system  in  the  factorv.  Duck  came  in 
wntl  It  was  cut  »ip.  I  know  "that  he  did  not  keep  the  duck  for 
varioxiH  ordnance  contracts  isolated.  Wo  saw  that  mix  up  all  the 
tin\e  and  could  never  get  it  straightened  out.  As  I  recall  he  had 
s«^«nie  few  nietlical  contracts  and  1  remember  that  we  were  of  the 
the  opinion,  from  seeing  conditions  at  the  factorv.  that  he  wag 
usinji  ordnance  duck  on  the  medical  contract.  I  remember  it  being 
discussed, 

Mr.  Graham.  What  did  he  say  about  that? 

Mr,  HiMEs.  Mr.  Long  never  said  anvthing.  All  I  know  about 
that — I  do  not  know  that  it  was  brought  to  his  attention.  It  was 
Ko  indefinite  in  our  minds  that  we  had  nothing  specific  with  which 
to  go  to  him. 

ivir.  Grah.^m.  I  assume  that  the  various  articles  that  you  con- 
demned  from  time  to  time  lav  in  the  factorv  there? 

Mr,  HiMEs.  That  10,000  belts,  or  15,000.' whichever  quantity  it 
■was,  accumulated  over  a  period  of  many  montlis.  Tliey  were  there 
■when  I  left  Boston.  I  recall  that  there  were  representatives  from 
the  department  in  Washington  outi  there  several  times  and  were 
rather  insistent  that  I  accept  those  belts. 

Mr.  (traham.  Do  you  remember  who  anv  of  them  were? 
Mr.  HiMEs.  I  remember  one  man,  and  only  one.     He  is  a  civilian 
named  Heiier. 

Mr.  (iiLVHAM.  And  he  insisted  that  you  accept  it? 
Mr.  HiHEs.  I  remember  one  instance  in  particular  that  while  I 
was  in  Boston  he  went  to  the  factory  and  instructed  my  inspector 
there  to  accept  those  belts.  I  was  communicated  with  by  tele- 
Iihone  and  went  out  immediately  and  countermanded  the  order. 
It  is  my  recollection  that  that  happened  more  than  once. 

Mr.  Graham.  Did  you  talk  with  this  man,  or  any  of  these  ment 
Mr.  HiHEa.  Yes. 

Mr.  Graham.  What  did  you  tell  them? 

Mr.  HtMES.  I  told  them  that  the  defects  were  so  bad,  that  the  belts 
~were  not  up  to  specifications  and  I  would  not  accept  them?  They 
said  that  they  were  so  badly  needed  tliat  he  Iiad  been  sent  up  from 
Washington  to  see  if  arrangements  could  not  be  made  to  have  them 
accepted ;  and  he  thought  I  ought  to  accept  them.  I  told  him  I 
would  not  accept  those  belts,  as  they  were  not  up  to  specifications, 
and  that  if  they  were  to  be  accepted  they  would  have  to  be  accepted 
■on  the  responsibility  of  somebody  else.    There  was  nothing  done. 

Mr,  Graham.  Did  Mr.  Long  ever  have  any  fuss  with  you  about 
taking  these  matters  up  with  Washington  over  your  head  ? 
Mr,  HiMES.  Oh,  yes,  indeed. 
Mr.  Gbahah,  Many  times? 
Mr.  HiMES.  It  was  very  well  understood  between  Mr.  Long  and 

Xlf  that  he  was  at  perfect  libertv  to  come  to  Washington  and 
these  up,  and  frequently  I  would  get  my  first  information  of 
what  was  done  at  Washington  through  Mr.  L(mg  some  days  or  a 
week  before  my  orders  came  through  from  Washington.     That 
liappened  many  times. 
Mr.  Graham.  Did  he  come  and  tell  you  what  to  do? 
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Mr.  H1ME8.  He  would  tell  me  what  Washington  was  going  to  <lo, 
and  tell  me  that  I  might  as  well  accept  it  and  save  time  by  stai-tin^r 
which  I  did  not  do.    As  a  rule  Mr.  Long  was  right. 

Mr.  Graham.  Who  did  these  orders  come  from? 

Mr.  HiMEB.  My  orders  came  from  the  head  of  the  Equipment  Di- 
vision in  Washington. 

Mr.  Grahau.  Who  was  it;  do  you  remember? 

Mr.  HiHES.  Capt.  Day,  but  Capt,  Day  was  not  the  originator  of 
the  orders. 

Mr.  Graham,  Do  you  know  who  was? 

Mr,  HiMEs.  I  do  not  know  the  individual,  but  they  came  from  tlio 
Procurement  Division. 

Mr.  Graham.  Did  you  ever  reject  any  stuff  and  have  him  go  to 
Washington  and  yon  receive  orders  to  accept  it? 

Mr.  HiMES.  On  the  75,000  belts  that  I  mentioned  a  short  time  af^o. 

Mr.  Graham.  Tell  us  what  happened  about  those. 

Mr.  HiMES.  They  were  rejected  and  Mr.  Long  went  to  Washing-- 
ton  right  after  I  started  to  reject  them ;  and  my  recollection  is  that 
on  his  return  he  told  me  that  he  had  seen  the  procurement  officer 
and  that  arrangements  had  been  made  to  take  those  belts;  and  short- 
ly afterwards  a  revised  contract  came  tlirough  with  specifications 
eliminated. 

Mr.  Graham.  So  that  the  belts  would  be  accepted  under  the  new 
contract  ? 

Mr.  HiMEfl.  They  not  only  omitted  specifications,  but  my  recollec- 
tion is  there  was  a  clause  in  the  contiact  saying  that  belts  which 
were  not  in  accordance  with  specifications  were  to  be  taken  without 
any  limit,  at  a  reduction  of  3  cents  per  belt,  which  amounted,  rough- 
ly, to  Iper  cent. 

Mr.  Gjiaham.  Who  sent  you  that  contract? 

Mr,  HiMES.  That  came  from  the  Inspection  Division.  It  was  the 
Inspection  Division's  copy  of  a  contract  prepared  by  the  Procure- 
ment Division. 

Mr.  Graham.  It  came  from  Washington? 

Mr.  HtHES.  Yes,  sir. 

Mr.  Graham.  Do  you  know  by  whom  it  was  signed  ? 

Mr.  H1ME8.  No,  sir;  I  do  not  recall — I  beg  pardon,  I  do  know  who 
it  was  signed  by.  I  think  it  was  signed  by  Lieut.  Shinkle.  Bradford 
Shinkle  is  my  recollection  of  the  man  who  signed  that.  He  is  sup- 
posed to  be  a  procurement  officer. 

Mr.  Graham,  Did  Mr.  Long  tell  you  that  order  was  coming) 

Mr.  Himes.  I  do  not  recall  that  he  said  an  order,  a  revised  order, 
wns  coming;  but  my  recollection  is  that  he  told  me  arrangements  had 
been  made  by  which  those  belts  would  be  taken. 

Mr.  Graham.  Then  what  happened  after  you  got  the  new  con- 
tract?   ^Vhat  did  you  do? 

Mr.  Himes.  I  took  it  to  Maj,  Douglas,  who  was  then  in  Boston,  as 
my  commandinc;  officer,  laid  it  before  him,  and  told  him  the  situation; 
«nd  told  him  that,  in  my  opinion,  it  was  not  a  square  deal  with  the 
Government,  and  that  it  should  not  be  complied  with.  Our  position 
was  one  of  acting  under  orders,  however,  and  wo  could  not  refuse  ta 
act  under  a  contract.  However,  we  delayed  it  in  the  hopes  of  having 
a  revision  come  through,  and  I  remember  writing  a  report  which  was 
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sent  to  Col.  Buggies,  the  head  of  the  Inspection  Division  in  Wash- 
ington, telling  the  facts  of  the  case,  and  suggesting  that  it  be  taken 
up  with  the  Procurement  Division. 

Mr.  (iBAHAH.  Do  you  know  where  that  report  can  be  found? 

Mr.  HiMES.  A  copy  of  that  report  was  left  in  the  files  of  the  Boston 
office. 

Mr.  (JRAHAM.  After  you  wrote  that  report  what  happened  to  yout 

Mr.  HiMEs.  I  was  sent  to  France. 

Mr.  Graham.  How  quickly  after  that? 

Mr.  HiMEs.  I  do  not  believe  it  was  more  than  a  week  or  10  days. 

Mr.  Graham.  Did  you  have  any  prelitninarj-  notice  that  you  were 
going  to  be  sent  to  France,  or  any  reason  to  think  that  you  were 
going  to  be  taken  off  that  job? 

Mr.  HiMEs.  No.  I  had  been  working  to  get  a  transfer  out  of  the 
Ordnance  so  as  to  be  able  to  get  to  France,  but  I  had  never  tried  to 
get  to  France  in  the  Ordnance.  I  feel  confident  that  efforts  I  made 
to  get  to  France  had  nothing  to  do  with  it,  because  I  was  trying  to 
get  to  France  as  a  member  of  the  Tank  Corps. 

Mr.  Graham.  Did  they  send  you  as  an  Ordnance  officer? 

Mr,  HiMEs,  As  an  Ordnance  officer;  yes.  sir. 

Mr.  (Jraham.  And  who  signed  your  order? 

Mr.  Himes.  I  do  not  recall — the  head  of  the  division. 

Mr.  Graham.  After  you  left  there  do  you  know  whether  that  con- 
tract was  signed  and  those  belts  taken? 

Mr.  HiuES.  I  really  do  not  know,  Lieut.  Griscom  was  my  assistant 
in  charge  of  the  textUe-equipment  contracts,  and  he  remained  after  I 
went  to  France,  and  I  lost  touch  with  the  whole  thing.  The  la.st  thing 
I  did  before  I  left  the  Boston  office  was  to  write  a  three  or  four  page 
detailed  report  on  the  situation  at  Mr.  Long's  and  the  questions  then 
pending.     We  had  continuous  trouble. 

Mr.  (iiiAHAM,  Why?  What  was  bis  attitude,  and  what  was  the 
trouble  almut  mostly? 

Mr.  HiMEs.  Every  little  petty  thing  that  could  hapiJen.  One  in- 
stance was  this :  We  had  an  m^sjH-ctor  out  theif  by  the  name  of  W.  W. 
Ru-^s  of  Haverhill,  Mass. 

Mr.  Graham.  Was  he  an  officer? 

Mr.  HiMEs.  Xo;  he  was  a  civilian.  I  remenil)er  very  distinctly  be- 
ing in  the  office  that  Mr.  Long  had  provided  for  the  Government  in- 
.si)cctor  in  liis  factory  and  Mr.  Russ  took  me  to  his  dc^^k  saving:  "  1 
ctni  not  ki'pp  my  paners  privately,  l>ecause  my  desk  is  broken  open 
in  my  alxscnce  at  nipnt'"  and  showed  me  the  broken  locks, 

Mr.  (iRAiiAM.  Do  you  know  how  often  it  was  broken  o|)on? 

Mr.  HiMErt.  I  do  not  know  liow  often,  but  I  know  it  happened 
nuirt'  thiin  once.  I  recall  tliat  ooni'ersation  occurred  only  once  on 
thitt  •iuhjoct. 

Mr.  Graham.  Did  you  s|>eak  to  Mr.  Long  about  it? 

Mr.  HiMF.s.  We  took  Mr,  I>ong  in  and  showed  him  the  desk,  as  1 
recitli  it. 

Mr.  (!raham.  What  did  he  say? 

Mr.  HtMcs.  He  said  he  did  not  see  how  it  could  happen  and  be 
would  do  wliat  he  could.  He  in<licnted  some  concern,  but  it  was  never 
corrected. 
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Mr.  Graham.  Do  you  know  whether  nnvthing  was  taken  out  of  thfr 
desk?  '         ^ 

Mr.  HiMRs.  I  do  not  know  tliat  anything  was  taken. 

Mr.  Graham.  Just  the  lock  broken? 

Mr.  HiMEs.  I  do  not  know  that  anything  was  taken  at  all  and  when 
we  would  bring  up  questions  of  poor  quality  it  was  not  a  ca.se  of 
feeling  satisfied  that  that  wa.s  being  attendeij  to  and  that  we  could 
forget  it  as  we  felt  very  confident  we  could  in  the  case  of  most  of  our 
other  factories,  but  that  same  thing  would  maybe  occur  week  after 
week.  We  could  never  get  definite  action  correcting  faults.  It  con- 
tinued thi-oughont  the  time  I  was  in  Boston. 

Mr.  Graham.  What  was  his  attitude  as  it  impressed  you.  Captain? 
Was  his  attitude  that  of  one  who  was  trying  to  do  tlie  best  he  could, 
or  was  his  attitude  that  of  one  who  was  trj  ing  to  take  ndvantag:e  of 
the  Government? 

Mr.  HiMEs.  It  depends  upon  the  point  of  view  Mr.  Long  had.  If 
his  point  of  view  was  that  the  Government's  welfare  was  promoted 
by  quantity  production  then  he  was  doing  his  best  for  the  Govern- 
ment. I  never  felt  tiuit  that  was  his  sincei'e  reason  for  quantity  pro- 
duction, although  that  was  merely  an  opinion  of  mine.  I  always  felt 
that  his  real  reason  for  quantity  production  was  that  it  permitted 
a  {greater  output  and  gienter  proiits  on  what  he  did  produce,  Thfr 
thine  I  felt  that  confirmed  my  opinion  in  that  was  tliat  if  he  had  been 
working  for  the  benefit  of  the  Governcent  strictly  he  would  liavo 
tried  to  overcome  the  poor  quality,  the  cases  of  poor  quality  that  were 
brought  to  his  attention,  but  they  were  not  corrected,  they  continued. 

Mr.  Graham,  Captain,  do  yo\i  know,  from  your  own  knowledge- 
and  fixjm  anything  that  you  have  learned  recently,  wlicther  recently 
there  has  been  oi!icers  of  the  Military  Intelligence  that  are  starting 
an  investigation  into  the  Long  matters? 

Mr,  HiMES.  On  Monday,  a  representative  of  the  Military  Intelli- 
gence from  Boston  called  on  me  in  my  office  in  Pennsylvania. 

Mr.  Graham.  To  get  information  about  him? 

Mr,  HiMEs.  Yes,  sir, 

Mr.  Graham.  Did  he  tell  you  anything  about  what  was  being 
done? 

Mr.  HiMES.  He  told  me  he  was  merely  investigating,  and  my  name 
had  been  given  to  him  as  having  had  contact  with  Mr,  Long  in  con- 
ne  tion  with  his  Ordnante  contracts, 

Mr.  Graham.  Did  he  say  by  whose  authority  he  was  working? 

Mr.  HiMEs.  He  did  not.  He  showed  me  his  card  as  being  of  the 
Military  Intelligence. 

Mr,  Graham.  Do  you  know  whether  the  investigation  of  this  com- 
mittee has  anything  to  do  with  that  investigation? 

Mr,  HiMES-  I  do  not  know  a  thing  about  it. 

Mr.  Graham,  Did  this  representative  say  anything  about  it? 

Mar.  HiMEB.  No;  he  did  not  mention  any  connection  with  this 
committee. 

Mr.  Gbahasi.  Do  you  know  where  your  reports  and  correspondence 
with  the  department  are? 

Mr,  HiMEs,  My  reports  or  copies  of  my  reports  were  all  left  in 
the  file*  of  the  Boston  District  Ordnance  Office. 

Mr.  Gkaham.  Were  any  of  them  sent  down  here? 
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Mr.  HiMEs.  The  original  reports,  some  of  them  irere. 

Mr,  tiRAHAM.  Have  von  ever  seen  any  of  them  since  you  came 
back?     Did  you  try  to  find  them? 

Mr.  HiMES.  I  have  not  been  interested  in  them.  The  equipment 
sei'tion  of  the  Ordnance  Department  was  transferred  to  the  Quar- 
termaster's Department  after  I  went  to  France,  so  I  do  not  know 
what  became  or  the  records  in  the  transfer.  The  officer  in  charge  of 
tlie  i-ccords  in  tlie  Boston  District  Ordnance  Office  was  Capt.  Col- 
leton. 

Mr.  Graham.  I  suppose  you  made  quite  a  number  of  reports  did 
you.  on  the  character  of  this  material,  and  so  on? 

Mr.  HiMEs.  I  did  make  quite  a  number,  but  I  did  not  report  every 
case  in  writing  by  any  manner  of  means.  I  fihould  say  that  the  ma- 
jority of  them  were  reported  in  writing. 

Mr.  Graham.  You  think  copies  of  them  are  in  the  Boston  Ord- 
nance Office? 

Mr.  >{iME3.  CopicH  were  left  there  and  filed  there. 

Mr.  Graham.  So  that  this  committee  can  get  them  there  if  they 
need  them ! 

Mr.  I!jME«.  I  should  say  so.  A  great  deal  of  these  conversations 
wei*  (arried  on  by  telephone. 

Mr.  (JnAiiAM.  1  suppose  von  knew  young  Eichard  Long  there  and 
saw  him? 

Mr.  HiMEs.  Yes;  I  met  him  in  Washington  before  I  went  to  Bos- 
ton. 

Mr.  (iRAiiAM.  Let  me  ask  you  whether  or  not  you  had  any  trouble 
Willi  ytr.  I»ng,  lalling  to  his  attention  the  sanitary  conditions  of  the 
goods  thnt  were  loming  out  of  that  factory ! 

Mr.  IliMns.  Yes:  I. lid. 

Mr.  (iRAiiAM.  Tell  us  about  tliat,  will  you,  please? 

Mr,  HiMKs.  It  was  brought  to  mv  attention  by  the  fact  that  one  of 
<inr  inspectors  was  taken  out  of  the  factory  with  a  contagious  <lis- 
eu-c.  I  lieiieve  it  w:is  scarlet  fever.  T  am  not  sure.  The  thought  im- 
mc'Iiafolv  occurred  to  i:ie  that  perhaps  the  equipment  might  com- 
immicate  llii^  (iiscnsw  to  the  troops,  and  I  went  (o  a  doctor  m  a  hos- 
pital out  in  Brookline.  I  reiiieiiil)er  this  report  came  to  me  on  Sun- 
day. I  nskod  him  if  there  was  any  |M>?.sibility,  and  he  expressed  as 
his  ojiinion  that  it  might  Ix-.  T  then  went  to  the  health  officer  of 
Fiaiiiinghani  and  took  the  matter  up  with  him — rather,  T  am  antici- 
pating my  .story^I  called  up  Washington  on  Sunday  and  told  them 
-  of  it.  that  I  thought  it  was  a  thing  that  ought  to  l>e  looked  into. 
They  told  me  they  were  afraid  it  was  out  of  the  sphei-e  of  the  depart- 
uifiit's  activities  and  that  I  would  have  to  get  that  corrected  through 
local  authority  or  else  forget  it.  So  I  saw  the  local  health  officer 
in  Fraiiiingham.  hut  did  not  get  nuich  action  out  of  him.  Mv  recnl- 
lecticm  is  that  I  went  info  the  matter  pretty  thoroughly  with  Mr. 
Long  and  didn't  get  much  satisfaction  there.  I  then  recall  going  to 
the  State  heallh  department  in  Boston,  anil  that  ca'-e  \va-  finally 
made  a  matter  of  i-ecord  there;  a  letter  was  written  to  them  and  a 
replv  ivceived  stating  their  position. 

Mr.  (iBAiiAM,  Was  anything  done? 

Mr,  HiMEs,  Nothing,  as  nearly  ns  I  can  tell, 

Mr.  Graham,  Did  you  get  any  further  word  from  Washington 
about  it? 
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Mr.  HiMES.  No,  sir;  I  always  felt  I  did  not  get  much  backing  from 
Washington  in  dealing  at  R.  H.  Long  &  Son's  factory, 

Mr.  (lEAHAM.  Did  you  examine  to  ascertain  whether  there  was  any 
chance  of  contagion  of  this  equipment  in  that  factory? 

Mr.  H1ME8.  I  went  through  the  factory. 

Mr.  Graham.  What  were  the  sanitary-  conditions? 

Mr.  H1ME3,  The  working  conditions,  in  my  opinion,  were  abomi- 
nable. 

Mr.  Graham.  Tell  us  just  what  you  mean  by  that. 

Mr.  H1ME8.  Well,  first  of  all,  I  recall  the  toilets  were  overflowing 
and  were  not  in  fit  condition  for  use.  They  should  not  have  been 
used  at  all.  I  do  not  know  whether  it  was  defective  plumbing  or 
what,  but  the  floors  were  covered  with  the  sewage  and  water.  There 
ai-e  a  groat  many  more  employees  in  the  factory  than  should  liaAe 
been  in  the  factory.  They  were  working  very  closely  together  with- 
out proper  sanitary  conditions,  so  far  as  numbers  were  concerned. 
My  mspector  reported  to  me  that  theie  was  vermin  in  the  factory 
and  that  he  was  having  difficulty.  I  remember  that  he  did  not  report 
it  as  a  dangerous  health  condition,  but  he  reported  it  in  connection 
with  his  trouble  in  keeping  female  inspectors  in  there.  I  did  not  see 
any  of  the  vermin  myself. 

Mr.  Ghaham.  Do  you  know  whether  there  was  ftny  disease  preva- 
lent around  the  factory  ? 

Mr.  HiMEs.  My  recollection  is  that  there  were  several  cases  of  con- 
tagions disease  taken  out  of  the  factory  afterwards.  I  took  that  up 
with  Mr.  Long,  and  he  denied  it,  and  there  was  no  way  to  ascertain 
it  definitely, 

Mr.  Graham.  Did  you  say  that  the  State  board  of  health  made  an 
examination? 

Mr.  HiMES.  My  recollection  is  that  the  board  of  health  made  an 
examination  through  its  local  officers  in  Framingham. 

Mr.  Graham.  What  did  it  report,  do  you  know? 

Mr.  HiMEs,  The  report,  as  I  recall  it,  was  a  whitewash  of  the  whole 
thing. 

Mr.  Graham.  As  I  understand  it,  the  contracts,  as  I  have  looked  at 
them,  provide  that  the  ^ods  shall  be  manufactured  under  sanitary 
conditions  and  in  a  sanitary  way.  and  the  only  thing  that  this  com- 
mittee could  he  interested  in  in  that  matter  is  whether  the  goods  were 
fit  for  use  and  whether  they  were  contaminated  in  any  way.  Do  you 
know  ? 

Mr.  HiMEs.  The  only  proof  of  that  woidd  be  the  fact  as  to  whether 
or  not  the  goods  did  contaminate  any  soldiers,  and  I  do  not  know 
that.    The  rest  is  largely  a  matter  of  opinion. 

Mr.  Graham.  Did  you  say  one  of  your  inspectors  got  scarlet  fever 
in  there? 

Mr.  HisiEs,  There  were  four  inspectors  taken  out  with  contagions 
diseases.  I  do  not  recall  what  the  diseases  were,  and  I  do  not  know 
that  they  were  contracted  from  the  equipment. 

Mr.  Graham.  What  sort  of  workmen  did  he  ]}a\e  in  there? 

Mr.  HiMES,  He  had  a  conglomeration  of  all  the  nationalities  I  ever 
saw  in  Xew  England,  black  and  white.  My  recollection  is — would 
this  committee  be  interested  in  the  question  of  wages? 

Mr.  Graham.  No;  we  won't  go  into  that.    That  is  beyond  our 
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Mr.  HiuES.  The  contracts  pn)vided  a  clause  that  the  Federal  laws 
reprarding  child  labor  and  hours  of  labor  should  be  complied  with. 

Mr.  Graham.  I  know  that  is,  Captain,  but  I  do  not  believe  that  we 
will  go  into  that  just  now.  It  is  a  matter  of  expenditure  of  money 
with  us.  Have  you  told  us  all  that  you  know  with  regard  to  the 
quality  or  price  of  these  goods?  Do  you  thing  of  anything  that 
^vould  be  of  interest  to  the  committee  which  I  have  not  asked  youi 

Mr.  Hjmes.  I  think  the  ground  has  been  pretty  thoroughly  cov- 
ered. I  have  given  you  a  couple  of  examples,  but  they  must  not  be 
considered  as  being  the  only  examples  there  were,  but  merely  exam- 
ples of  a  condition  that  was  general  and  existed  the  whole  time  I  was 
there. 

Mr.  Gbatiam.  Do  you  have  any  personal  feeling  against  Mr.  Long? 
Mr.  H1ME8.  AVhy,  no.    Mr.  Long  and  I  always  had  the  friendliest 
relations.    I  admired  Mr.  Long  in  many  ways. 

Mr.  Ghaham.  Then,  there  is  no  reason  why  in  any  way  you  should 
attempt  to  color  anything  you  have  to  say  by  reason  of  any  personal 
feelings  I 

Mr.  HiMES.  Not  the  slightest 

Mr.  Jefferis.  Do  you  know  about  what  Mr.  Long  was  getting 
from  the  Government  for  making  these  belts  about  wnich  you  have 
testified  f 

Mr.  HiHES.  Yes.  sir.  I  had  knowledge  of  the  prices  he  was  re- 
ceiving, because  I  had  the  contracts. 

Mr.  Jetferis.  About  what  was  he  receiving? 

Mr.  HiMES.  I  recall  that  on  the  particular  cartridge-belt  contract 
on  which  these  75,000  were  rejected  that  the  price  was  in  the  neigh- 
borhood of  $3.  It  ma;  have  been  a  little  more  or  it  may  have  been  a 
\ittle  less. 
Mr.  Jefferib.  $3  apiece. 
Mr.  HniE8.  Yes,  sir. 

Mr.  Jefpehis.  Could  you  describe  one  of  those  belts  to  the  com- 
mittee? 
Mr.  Grahah.  Possibly  we  have  one  of  them  here.     I  will  see. 
Mr.  H1HE8.  It  would  take  quite  a  while,  sir.    The  belt  was  made 
in  two  halves  that  were  practically  identical  and  were  joined  on  the 
back  by  thes  adjusting  straps  to  adjust  the  size,  which  merely  passed 
through  buckles.    Each  half  of  the  belt  was  made  on  a  back  of  folded 
duck  to  which  were  attached  at  one  end  the  front  buckle  and  at  the 
end  the  back  tackle  for  adiusting,  by  buckles,  and  on  the  body  of  the 
belt  there  was  a  piece  of  duck  sewed  that  was  crimped  into  pockets. 
It  was  sewed  at  the  bottom,  and  the  pockets  were  divided  by  stitch, 
ii^.    Roughly,  that  is  the  description  of  the  cartridge  belt. 
Mr.  Jefferis.  Was  it  a  hard  thing  to  makef 
Mr.  H1HE8.  Well,  it  was  made  very  successfully  by  several  manu-- 
ficturers  in  New  England. 

Mr.  Jepperis.  Do  you  know  about  what  the  material  and  labor 
costs  in  a  belt  was! 

Mr.  HiMxs.  No,  ar.  The  reason  I  do  not  know  that  is  that  I  had 
nothing  to  do  with  the  price  or  procurement  of  any  of  this  equip- 
ment  I  dealt  solelv  with  inspection. 

Mr.  Jefferis.  Did  you  ever  talk  with  Mr.  Long  as  to  what  profit 
he  had  in  making  these  belts? 
141211— 20— VOL  2 68 

Dig-izedtvGoOgle 


2346  WAR  EXPENDlTUltES. 

Mr.  HisfES.  I  never  recall  any  conversation  upon  that  subject ;  no. 

Mr.  Jeffebis.  They  were  made  with  sewing  machines,  were  they 
not? 

Mr.  H1ME8.  Yes,  sir. 

Mr,  JEtTEHis,  Was  there  any  leather  in  them  at  all ! 

Mr.  HiMEs,  Not  in  those  belts;  no,  sir. 

Mr.  Jefferis.  How  many  cartridges  were  they  supposed  to  hold 
when  made  according  to  specifications? 

Mr,  HiMEs.  Ten  cartridges  to  each  pocket,  and  there  were  10 
pockets — 100  cartridges. 

Mr.  Jkfferis.  About  how  many  would  these  belts  hold  that  he 
made? 

Mr.  HiHES.  We  never  accepted  any  that  would  hold  less  than  100. 
There  were  some  that  we  accepted  on  which  the  pockets  had  to  be 
stretched  in  order  to  meet  the  requirements. 

Mr.  Jeffebi8.  About  how  much  material  do  you  think  there  was 
in  each  helt,  Mr,  Himes? 

Mr.  HiMEs.  I  have  no  recollection  of  it  further  than  that  it  was  * 
small  ajnount.  My  recollection  is  not  clear,  but  it  is  that  we  figures) 
it  out  as  being  6  per  cent  of  the  particular  piece  that  was  short — it 
was  not  the  wnole  belt,  but  that  particular  piece. 

Mr.  Jefferis.  Did  you  ever  see  anybody  darning  these  belts  where 
the  holes  were  in  them  t 

Mr.  HiMEs.  Yes.  sir, 

Mr.  Jefferis,  Who  did  that? 

Mr.  Himes,  One  of  Mr.  Long's  employees. 

Mr.  Jefferis,  How  would  they  diirn  them — with  what  kind  of 
material? 

Mr,  Himes.  Olive-drab  thread:  thread  of  the  same  color  as  the 
materiiil, 

Mr.  Jefferis,  Did  you  have  anything  to  do  with  the  inspecting  of 
anv  of  his  leather  goods? 

Mr.  Himes.  The  latter  part  of  the  time  I  was  in  Boston  I  had 
charge  of  the  inspection  of  all  the  leather  ordnance  contracts. 

Mr,  Jefferis.  ^Vhat  did  you  find  on  them  ? 

Mr.  Himes,  The  same  conditions  in  general  existed  on  this  that 
existed  on  the  textile-equipment  contracts.  I  was  not  as  familiar  with 
leather  as  I  was  with  textile  equipment.  It  was  added  to  my  work 
after  I  had  first  been  sent  there,  and  I  had  an  officer  under  me  who  was 
looking  after  that  leather  contract, 

Mr.  Jefferis.  What  about  the  material  which  entered  into  the 
manufacture  of  the  leather  goods?  Was  it  up  to  specifications  or 
not? 

Mr.  Himes.  As  I  said,  my  recollection  is  that  the  general  difficulties, 
with  the  leather  contracts  were  similar  to  those  with  the  textile  con- 
tracts— that  the  leather  equipment  was  frequently  of  inferior  quality. 

Mr.  Jefferis.  Do  you  know  whether  he  made  any  deductions  as  to 
the  cost  when  he  would  furnish  that  kind  of  material,  or  did  he  collect 
for  anything  thai  he  could  get  through  t 

Mr.  Himes.  On  leather  contracts? 

Mr,  Jefferis.  Yes. 
.  Mr.  Himes.  I  do  not  recall  whether  or  not  there  were  any  deduc- 
tions made. 
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Mr.  Jefferis.  Were  there  any  reductions  made  in  any  of  these  tex- 
tiles other  than  this  one  instance  that  you  mentioned,  where  about  1 
per  cent  was  deducted! 

Mr.  HiMEs.  My  recollection  is  it  was  1  per  cent.  I  think  it  was  3 
cents  a  belt — I  do  not  recollect 

Mr.  Jefferis.  Did  you  talk  at  all  to  bis  son  about  these  conditions 
there  t 

Mr.  HiHES.  I  frequently  talked  to  Mr.  Long's  son ;  yes. 

Mr.  Jefferis.  What  was  his  attitude  about  itf 

Mr.  HiHES.  I  never  talked  to  his  son  with  the  idea  of  having  any- 
thing accomplished,  because  that  concern  was  a  one-man  concern.  Mr. 
Long  ran  it,  absolutely. 

I^.  Jeffebis.  So  you  endeavored  to  bring  it  to  his  attention  rather 
than  to  the  son's  attention  ? 

Mr.  HiMES.  I  frequently  talked  to  Mr.  Long's  son,  because  I  was 
able  to  get  more  information  from  his  son  than  I  was  from  Mr.  Long, 
which  I  would  t*hen  go  to  Mr.  Long  and  use. 

Mr.  Jef>'ERi8.  ^'hat  was  his  son's  statement  about  the  use  of  this 
inferior  material 

Mr.  HiHES.  I  do  not  recall  any  specific  conversation.  I  just  know 
that  if  I  would  question  Dick  Long  I  could  frequently  get  him  into 
confessing  things,  which  was  the  omy  source  of  getting  that  informa- 
tion.   I  do  not  recall  any  specific  cases. 

Mr.  Jefferis.  I  believe  that  is  all. 

Mr.  Garrbtt.  What  confessions,  for  instance,  did  the  young  man 
make? 

Mr.  HiMEs.  As  I  said,  I  do  not  remember  any  specific  cases. 
There  is  a  vague  recollection  in  mj^  mind  of  one  instance  when  I 
had  up  the  question  of  this  defective  webbing  that  was  in  their 
storeliouse,  that  I  did  get  some  information  from  the  son  which 
confirmed  my  opinion  that  it  had  been  bought  as  rejected  webbing, 
but  I  do  not  recall  the  conversation  in  detail. 

Mr.  GARRFTr.  Are  there  any  other  confessions  that  you  remember 
the  voimg  man  making? 

ifr.  HiHES.  I  do  not  recall  them  in  detail;  no,  sir.  I  do  not 
think  "confessions"  is  a  good  word  to  use,  rather  information, 
perhaps. 

Mr.  Garrett.  That  was  your  word,  of  course.  I  was  simply  using 
your  word. 

Mr.  HiuES.  I  see.  I  must  have  made  a  poor  dioice  of  words. 
For  instance,  if  I  would  go  out  to  the  factory  and  Mr.  Long  would 
be  absent,  if  I  would  get  hold  of  his  son  to  talk  these  things  over 
in  the  course  of  the  conversation  I  would  he  very  apt  to  learn 
where  Mr.  Long  had  gone,  and  if  he  had  gone  to  Washington,  his 
purpose  in  going,  information  of  that  kind. 

Mr.  Garrett.  Your  relations  with  the  young  man  were  cordial  i 

Mr.  HiHRS.  Yes ;  my  relations  were  cordial  with  the  whole  or- 
G;anization.  As  a  matter  of  fact  I  recall  once  having  dinner  with 
Mr.  Long  at  his  house  and  eating  with  the  entire  family. 

Mr.  Garrett.  You  spoke  of  amniring  Mr.  Long  in  many  respects. 
Just  what  did  you  mean! 

Mr.  Hikes.  I  admired  Mr.  Long's  executive  ability  in  running 
a  business  of  that  kind  with  an  organization  that  was  not  visible. 
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As  I  said  before,  as  nearly  as  I  could  see  it  was  a  one-man  concem 
as  when  I  left  Mr.  Long  was  employing  between  four  and  five 
thousand  men,  as  I  recall,  and  had  some  twenty  or  twenty-five  mil- 
lion dollars'  worth  of  ordnance  contracts,  as  I  recall  it;  so  it  was 
a  pretty  big  one-man  job,  and  he  got  away  with  it  in  fine  shape. 

Mr.  Garkett.  Did  you  have  trouble  of  the  same  character  with 
other  factories? 

Mr.  HiHEs.  You  mean 

Mr.  Garrett.  Rejection  of  material! 

Mr.  HiMES.  We  had  trouble  regarding  quality,  yes:  with  practi- 
cally eveiT  other  factory  with  which  we  dealt.  It  differed  in  every 
case.  I  do  not  believe  there  was  an  exception.  They  differed  id 
(his  particular:  That  when  we  would  have  these  troubles  and  go 
to  the  contractor  or  his  superintendent  and  point  out  to  him  and 
explain  the  difficulty  and  request  that  it  be  overcome,  generally  it 
had  disappeared  on  our  next  visit, 

Mr.  Garrett,  In  quantity  I  presume  his  contracts  were  much 
greater  than  any  of  the  others,  were  theyt 

Mr.  HiMEs.  Yes,  sir. 

Mr.  Gabbett.  Had  more  contracts  and  did  more  work  than  any 
other  one  institution  up  there,  did  he! 

Mr.  HiMEs.  Of  any  that  I  had  to  do  with :  yes,  sir. 
-Mr.  Garrett,  Did  you  have  to  do  with  all  New  England! 

Mr.  HiMEs.  I  had  to  do  with  all  of  New  England  excepting  Con- 
necticut on  ordnance  equipment. 

Mr,  Garrett.  Yes;  I  meant  within  the  scope  of  your  duties.  How 
did  the  labor  employed  by  Mr.  Long  compare  with  that  employed 
by  the  other  factories?  Was  it  of  the  same  ^character  of  labor  very 
much? 

Mr.  HiMES.  I  never  went  into 

Mr,  Garrett  (interposing).  A  conglomerate 

Mr.  HiMEs  (interposing).  I  beg  pardon! 

Mr.  Garrett.  A  conglomerate  Dody! 

Mr.  HiMES.  I  never  went  into  details  of  that  kind  either  in  the 
Long  factory  or  any  other.    I  was  rot  particularly  interested  directly. 

Mr.  Garrett.  What  I  have  in  mind  was  your  statement,  which  has 
been  made  before  the  oortimittee  as  to  the  employment  of  all  na- 
tionalities there.    AVas  that  true  in  the  other  factories  as  well! 

Mr.  HiMEs.  I  do  not  know  whether  it  was  or  not,  because  as  I 
would  walk  through  a  faotorj-  if  nothing  attracted  my  attention  to 
labor  I  did  not  try  to  look  into  it,  I  recall  that  the  mass  of  people 
in  the  Ijong  factory  did  attract  my  attention,  and  I  noticed  condi- 
tions in  there  I  feel  confident  I  never  noticed  in  any  other  factor^' — 
white  people  and  colored  people  working  together.  There  may  have 
beon,  but  I  never  noticed  it,  and  I  was  not  impressed  in  any  other 
factory  with  that  conglomerate  class  of  employees. 

Mr.  Garrett.  How  many  inspectors  did  the  Government  have 
there  at  his  factory;  do  you  know? 

Mr.  HiHES.  My  recollection  is  that  I  had  over  100  inspectors  at  his 
factories  in  the  latter  part  of  the  time  I  was  in  New  England. 

Mr.  Garkett.  You  said  that  some  of  these  belts  that  were  accepted 
had  to  be  stretched.  Where  were  they  carried  for  atretching?  Wbera 
was  that  work  done!    Do  you  remember,  or  do  yon  know! 
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Mr.  H1ME8.  I  do  not  recall  definitely,  but  tliej  usually  weic  re- 
turned to  Mr,  Long. 

Mr.  Gahrett.  And  he  repaired  thera! 

Mr.  HiMEs.  In  that  connection  I  might  say  that  we  had  difficulty 
in  otir  inKpection  in  this  way:  That  we  would  reject  stock  and  send 
it  back  to  him  and  we  felt  that  that  same  stock  was  coming  back, 
over  and  over  and  over  again  without  any  repairs  having  been  made, 
iind  a  lot  of  it  could  not  be  repaired.  You  know  we  had  no  way — we 
did  not  find  that  out  definitely  until  we  started  to  mark  some  pieces 
so  as  to  be  able  to  identify  them  when  they  did  come  back.  Wo  found 
that  that  was  a  custom.  So  he  kept  shoving  them  through  and 
through  and  througii.  Probably  it  is  just  a  question  of  percentage 
that  we  would  have  slip  some  by  even,*  once  in  a  while.  It  is  largely 
a  Matter  of  individual  opinion  on  some  of  the  goods. 

Mr.  Gariiett,  Earh  bolt  i.s  insiH'Cte<l,  I  suppose? 

Mr.  HuiKs.  Every  individual  piece  of  equipnipnt  there  except 
the  very  minutr  ;'ioc('s  were  inspected. 

Mr.  '(iAni{ETT.''\Vere  most  of  the  materials  for  these  Mts  pur- 
chased by  Mr.  Ix>ng  himself? 

Mr.  IIiMFs.  Some  of  it.  and  ^^onie  of  it  by  the  Oovernuient.  That 
is,  on  some  contracts  it  was  furnished  by  Mr.  Long  nnd  on  ^iine 
contracts  it  was  furnished  by  the  Government. 

Mr.  Oarkett.  Where  did  he  procure  his  supply?  From  the  same 
factories  that  the  Government  did.  or  do  you  know  anything  aliout 
that  ? 

Mr.  HiMES.  I  really  do  not  know. 

itr,  OARnETT.  That  part  which  the  Oovemment  furnished  was 
inspected.  I  assume,  berore  it  reached  his  factory? 

Mr.  HiMES.  Yes.  sir. 

Mr.  Gabbett.  And  that  part  that  he  furnished  was  not? 

Mr.  HiMEs,  No.  sir. 

Mr,  Garrett.  Was  it  in?;pected  before  it  went  into  production? 

Mr.  HiMES.  No.  sir. 

Mr.  Garrett,  Neither  the  Government  material  nor  his  material? 

Mr.  IIiMF.«.  No,  sir.  We  tried  to  arrange  to  insiwct  the  material 
he  boupht  before  it  went  into  production.  I  had  that  question  up 
with  Sir,  Long  and  we  canie  nearer  to  having  unpleasant  relations 
over  that  than  any  other  question,  as  T  recall  it,  l>ecausc  he  did  not 
we  fit  to  offer  an v  opportunity  to  make  such  inspection. 

ilr.  Garrett.  Ditl  you  tell  us  how  many  of  those  belts  were 
darned  ? 

Mr.  HiMEs.  I  believe  I  said  my  recollection  was  10,000  or  1.').000 
were  in  that  lot. 

Atr.  Garrett.  That  is  all  belts  were  darned? 

Mr.  H1ME1.  Yes.  They  were  defective  for  various  i-easons,  other 
than  short  measure.  Some  were  darned,  some  were  crooked,  and 
various  rensons, 

Mr.  Garrett.  The  Ix-lt  that  was  darned  was  weak,  was  it? 

Mr.  HiMKs.  The  body  of  the  canvas  was  cut  or  tom.  so  that  unques- 
tionably it  was  not  as  strong  as  a  full  piece  of  canvas  would  have 
been. 

Mr.  Garrett,  TIic  darning  of  it  did  not  bring  it  up  to  the  pixjper 
tensile  strength? 
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Mr.  HiMEs,  I  did  not  know  if  it  did,  but  I  was  of  the  opinion 
that  it  did  not. 

Mr.  Gabkett.  Did  yoii  say  they  were  finally  accepted? 

Mr,  HiMES.  No,  sir,  I  said  they  were  still  there  as  rejected  l>elts 
when  I  left, 

Mr,  Gabrett,  You  spoke  of  some  being  accepted.  Of  course,  I 
might  have  got  that  confused  with  something  else.  Do  yoa  know 
'^hen  tlie  specifications  were  made  for  these  belts? 

Mr,  HiMEs,  The  specifications  for  these  belts  were  made  before 
the  war,  I  understand,  to  snide  the  manufacture  of  them  at  th« 
Rock  Island  Arsenal,  In  that  connection  I  might  say  that  before 
the  war  practically  all  the  belts  were  woven  belts  and  that  the  Rock 
Island  Arsenal  had  designed  these  stitched  belts,  sewed  belts  to  pro- 
vide a  supply  in  case  of  emergency  that  the  factories  making  woven 
belts  could  not  take  care  of.  That  emergency  arose  at  the  time  of 
this  war  and  those  specifications  were  then  used, 

Mr,  Garhett.  It  would  have  been  practi:al  to  have  made  wove.T 
belts* 

Mr.  HiMEs.  They  could,  although  the  capacity  of  the  factoi'ies 
making  those  woven  belts  was  not  adequate  to  supply  the  demand. 

Mr.  Garrett.  And  the  specifications  for  these  particular  belts  were 
si)ecifications  that  had  been  agreed  upon  before  the  war? 

Mr.  H1ME8.  That  was  my  understanding;  yes.  sir. 

Mr.  Garrett.  Were  there  eier  any  orders  multiplying  them  in  any 
respect  ? 

Mr.  H1ME8,  I  do  not  i-ecall  any.  The  modification — it  was  not  a 
liiodification,  it  was  a  revision  of  the  contract — was  the  one  I  men- 
tioned of  the  75.000.  That  was  not  a  revision  of  spe?ifications,  I 
do  not  think  it  could  properly  be  called  that.  It  was  an  elimination 
of  specification!;.     That  is  my  recollection  of  that  contract. 

Mr,  Garrett,  I  suppose  the  demand  for  this  equipment  was  very 
great  ? 

Mr,  HiMEfi.  The  demand  was  very  greiit  at  the  beginning  of  my 
time  in  Boston,  yes.  sir ;  and  it  was  for  that  reason  that  we 

Mr.  Garrett  (interposing).  It  was  very  urgent? 

Mr,  H1ME6,  Yes.  We  were  not  as  strict  in  demanding  compliance 
with  the  specifications  as  we  were  later.  We  rejected  nothing  that 
we  felt  approached  real  serviceability.  Then  later,  along  late  in  the 
spring  of  1918,  I  received  infonnation  that  the  supply  was  getting 
pi-ettv  laige  and  the  contractors  should  comply  more  nearly  with  the 
speciiications  gradually,  and  we  tried  to  work  it  in  gradually. 

Mr,  (Jarrett,  In  that  were  you  generally  successful? 

Mr,  IIiMEii,  I  think  we  were  pretty  successful.  As  a  matter  of 
fact,  practically  all  the  contractors  were  complying  with  specifica- 
tions very  closely.  At  the  very  beginning  of  their  contracts  they 
made  equipment  that  was  not  in  accordance  with  specifications,  due 
to  ignorance  on  the  part  of  their  employees,  but  as  they  learned  to 
perform  the  operations  on  the  equipment  they  became  more  proficient 
and  more  expert  and  we  had  very  little  difficulty  with  quality  in  any 
of  the  other  factories  except  Mr.  Long's, 

Mr.  GARRrrr,  Excepting  Mr.  Long's  factory? 

Mr.  IIiMEs,  And  we  never  got  over  having  difficult}'  with  quality 
there. 
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Mr,  Garbett.  Did  you  state  what  your  experience  had  been  before 
you  went  into  the  service,  what  your  "business  had  been! 

Mr.  HiMES.  My  experience  was  that  of  a  shoe  manufacturer  before 
T  went  into  the  Army. 

Mr.  Garrett,  Hart  you  had  any  experience  in  textiles? 
Mr.  HiMES.  No  experience  at  all  with  textiles,  sir.  Perhaps  you 
are  thinking  what  I  thought  when  I  first  was  asked  to  take  a  com- 
mission. I  told  them  that  I  knew  nothing  whatever  of  textiles  and 
that  I  was  not  the  right  man  for  this  position.  The  officer  told  me 
that  knowledce  of  textiles  was  not  necessary  in  the  inspection  of  tex- 
tile equipment:  thattliey  were  selecting  shoe  manufacturers  because 
the  chiirrtcter  of  machines  used  was  more  similar  to  shoe-factory  ma- 
chines than  anv' other  industi-y  in  the  country,  because  this  equip- 
inont  had  only  been  made  in  the  Rock  Island  Arsenal  previous  to  the 
war;  it  had  never  hoen  made  outside. 

Mr.  Garrett.  1  did  not  understand  yonr  statement  a  few  minutes 
ago  about  that  part  of  the  belt  which  was  cut  short,  which  was  the 
part,  aw  T  understand  it,  that  was  sewed  on  the  belt  and  divided  into 
pockets.  You  said  that  you  could  not  tell  whether  it  was  short  after 
It  was  put  in  place, 

Mr.  HiMER.  No.  sir.  I  can  illu.strate  that  here  with  a  piece  of 
paper  more  easily  than  in  any  other  way.  That  was  crimped  like 
that,  see  [illustratinc  with  a  piece  of  paper].  There  was  a  pocket 
formed  like  this,  and  there  were  five  of  those  put  in  one  piece,  you 
see,  placed  very  closely  together, 

Mr.  Garrett.  Why  was  it  you  could  not  tell  after  it  was  sewed  on 
that  it  was  short! 

Mr.  HiMES.  On  account  of  measuring  around  those  corners.  You 
could  not  measure  accurately  as  you  see  there.  That  was  sewed  on 
to  the  belt  and  you  could  not  measure  accurately  around  the  criuip 
in  there. 
Mr.  Garrett.  Tlien  how  was  it  determined  that  it  was  short? 
Mr,  HiMEfl.  I  suspected  it  was  short  because  the  pockets  were  very 
tight  when  you  inserted  your  cartridge;  and  I  determined  it  was 
actually  short  by  going  to  the  cutting  machines  and  measuring  a 
piece  before  it  was  nuide  a  part  of  the  belt.  I  measured  them  while 
they  were  flat. 

Mr.  Garrett,  W<ndd  those  pockef>i  hold  the  requisite  amount  of 
cartridges:  that  i-.  would  they  hold  10 ; 

Mr.  IliMEs.  We  never  knowiuglv  accepted  a  belt  that  did  not 
hold  10. 

Mr.  Garrett.  Do  I  understand  you  thnt  even  some  of  those  that 
hail  these  short  pieces,  would  hold  10,  is  that  right? 
Mr.  IIiMES.  I  should  say  that  nil  of  them  would  hold  10. 
Mr.  Garrett.  But  it  was  too  tight! 

Mr.  IIiMFS.  No;  I  imagine  they  were  largely  serviceable.  In  that 
respect  I  do  not  tliink  they  were  any  different  from  belts  we  had  pre- 
viously accepted  because  we  needed  tbeni  so  badly,  but  my  feeling  on 
it  was  that  the  (iovcrnuient  was  not  getting  from  Mr,  Ix>ng  the  kind 
of  material  that  it  had  contracted  for  and  was  paying  for. 
Mr,  Garrett.  How  did  the  prices  on  this  contract — tins  is  $3  a  belt? 
Mr.  IIiuEs,  It  was  in  that  neighborhood. 

Mr.  Garrett.  How  did  it  compare  witli  the  other  contracts  in  the 
New  England  section! 
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Mr.  H1MB8.  My  recollection  is  that  the  contracts  were  given  lai^) 
lit  the  same  prices.    The  question  of  price  was  not  of  any  intere^  \t, 

Mr,  Gaebett,  Yes:  I  understand. 

Mr.  HiMEs.  And  that  is  why  I  do  not  know  much  about  that. 

Mr.  GARRerr.  I  supposed,  though,  that  you.  possessed  some  infor- 
•nation  about  the  others. 

Mr.  HiJiEs,  I  did  have,  and  my  recollection  is  that  the  prices  wert 
about  the  same,  generally. 

Mr.  Garrett.  I  think  that  is  all. 

Mr.  Graham.  That  is  all,  Mr.  Himes. 

TESTIUONT  OF  HB.  WALTES  QBISCOK. 

(The  witness  was  duly  sworn  by  Mr.  Graham.) 

Mr.  (traiiam.  Where  do  you  live? 

Mr.  (iRiscoM.  Cambridge. 

Mr.  (iRAHAM.  Massachusetts? 

ilr.  (Jribcom,  Massachusetts. 

Mr.  Graham.  Were  you  in  the  military  service  during  the  wiir? 

Mr.  Gmscosf.  I  was. 

Mr.  Graham.  In  what  capacity? 

Mr,  Gbiscom.  As  a  lieutenant — second  lieutenant. 

Mr.  Graham.  When  did  you  go  into  the  service! 

Mr,  Grisco.m,  My  commission  was  dated  November  17.  1917.  but 
I  was  working  under  Capt.  Himes  as  a  civilian  for  two  or  three 
weeks,  I  believe,  before  that. 

Mr,  Graham.  During  that  time  were  you  located  at  the  Boston 
ordnance  office? 

Mr,  Griscom,  I  was. 

Mr.  Graham.  You  think  you  were  working  there  as  a  civilian 
for  Capt,  Himes  for  about  three  weeks  before  yoii  were  commis- 
sioned f 

Mr.  Griscom.  I  think,  approximately  that. 

Mr,  Graham,  Were  you  with  the  Ordnance  Department? 

Mr,  Griscom.  I  was. 

Mr.  Graham.  What  was  your  business,  Lieutenant,  in  the  iiiili-        ! 
tary  department? 

Mr.  Griscom.  I  was — my  orders  read,  go  up  and  as.sist  Capt. 
Himes;  report  to  him,  and  do  as  lie  directed. 

Mr.  Graham.  Were  you  in  the  inspection  depai-tment  then,  from 
that  time  on? 

Mr.  Griscom,  I  was. 

Mr.  Graham.  Did  you  have  anything  to  do  with  auv  coiitnicts  of 
K.  H.  Long  &  Co.? 

Mr.  Griscom.  I  did, 

Mr.  Graham.  What  relation  did  you  have  with  them? 

Mr.  Griscom.  1  was  in  the  ofdc'c  with  Capt.  Himes.  in  Boston. 
He  had  charge  of  both  textiles  and  textile  ei^uipment.  I  was  given 
direct  charge  of  the  inspection  of  textile  cf{ui|)ment  imdDr  Capt, 
ilimos,  while  another  officer  had  charge  of  the  inspection  of  textiles. 

Mr.  Graham.  Now,  as  such  insj>cct()r.  wh;it  sort  of  msiterials  did 
ynu  inspect.  Lieutenant? 
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\  r»f  r?***^*^*^M.   All  sorts  of  ordnance  textile  equipment.    Practically 
Mr     o  "*  '^^^■e  made  out  of  duck  or  webbing. 

-  *-*Raham.  At  such  inspection  did  you  have  occasion  at  any 
^1  ***  eo  to  the  factory  of  R.  H.  Lon^  &  Co  J 
c^  7~-  .*-"*"scoM.  I  vfas  out  there,  I  should  say  roughly,  on  an  average 
^  *'''*ice  a  week.  Capt.  Himes  and  I  usually  went  out  there  to- 
-e  '^^1"-  Their  factory  was  the  largest  in  the  district,  and  was  the 
.nctory  aftor  which  we  were  looking  most  closelj-,  and  so  we  usually 
''''^aJt    *^®ther  on  that  particular  job. 

^r.    Graham.  Xow,  Lieutenant,  Capt.  Himes  has  told  us  about 

certain  defective  material  that  ho  saw  fi-om  time  to  time.     Did  you 

ever  observe  anything  in  your  inspection  trips  to  the  factory  that  led 

*'u  **  ^'-*  o«liev«  that  there  was  any  material  gomg  into  the  manufactures 

Ti^'i^  that  was  not  according  to  specification? 

-^t'"-  GitiscoM.  Capt.  Himes  and  myself  worked  so  very  closely  t"- 
gether  that  it  was  almost  inevitable  that  I  should  see  anything  that  he 
saw  and  vice  versa.  As  I  say,  we  were  out  there  together  on  prnc- 
ticaUy  every  point  that  he  has  brought  out.  My  personal  ex^rience 
^Y**s  the  same  as  his.  We  saw  things  at  the  same  time  and  discussed 
them  with  Mr.  Long  together.  I  do  not  say  we  did  that  in  every  case, 
VnU  that  was  usually  the  case. 

^Ir.  Graham.  Did  you  ever  see  thei-e  material  that,  in  your  judg- 
ment, was  not  according  to  specifications  or  these  descriptions? 

^Ir.   Griscom.  The  same  things  that  Capt,  Himes  said  I  can  say 
about    those  cartridge  belts,  the  short  cartridge  belts,  the  darned  ' 
cartridge  belts;  and  he  and  I  found  the  bales  of  what  we  thought  at 
the  time,  and  still  think — at  least  I  do — were  sweepings  of  textiles  in 
the  warehouse. 

Mr,  Graham.  Do  you  know  yourself.  Lieutenant,  whether  those 
boxes  that  stuff  came  In  were  marked  as  having  come  from  any  other 
factory  ? 

NIr.  Griscom.  They  were. 

Mr.  Graham.  What  factory?    Is  the  name  Conant? 
~Siv.  GmscOM.  No ;  it  is  not  Conant,    It  was  a  factory  ni  t  far  from 
lioston.    The  name  has  gone  from  my  mind  for  the  moment,  but  I  can 
think  of  it  in  a  minute.     It  has  been  over  a  year — they  were  in  bales, 
ikot  in  boxes. 

Mr.  Graham.  Was  there  any  marking  on  the  bcxes  or  bales? 
Mr.  Griscom.  There  was. 
Mr.  (iRAiiAM.  What  marking. 
Afr.  Griscom.  The  name  of  the  manufacturer. 
Mr.  Graham.  Was  there  anything  to  indicate  that  they  had  l)een 
rejected  by  tlie  Government  inspectoi's? 

Mr.  Griscom.  The  quality  of  the  webbing  itself  was  such  that  no 
inspector,  no  Government  inspector,  possibly  could  have  accepted  it. 
Mr.  Graham.  Did  you  learn  from  the  inspectors  at  this  other  fac- 
tory whether  they  had  recently  rejected  any  such  materials? 

lilr.  Griscom,  Capt.  Himes  told  me  that  that  report  hud  come  in  to 
him. 
Mr.  Graham.  But  all  yon  have  is  what  Capt.  Himes  told  you  ? 
Mr.  Griscom.  Vcs. 

Mr,  Graham.  You  had  no  inspectoi-'s  report,  did  you,  on  that? 
Mr.  Griscom.  Xo;   I  did   not  have  charge  of  the  inspection  of 
textiles. 
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Mr.  GnAHAsi,  Do  you  know  whether  that  materinl  disappeared 
from  that  warehouse  ? 

Mr.  Gkiscom.  I  do;  it  did. 

Mr.  Graham.  Do  you  know  whether  it  was  used  in  any  of  that 
stuff  around  there? 

Mr,  Griscom.  I  could  not  identify  it  in  any  textile  equipment: 
,  but  we  could  identify  webbing  that  looked  verv  much  like  the  web- 
bii^  we  had  seen  in  these  bales  and  boxes,  although  I  can  not  be 
definite  about  that ;  I  never  saw  it  put  on. 

Mr,  Graham.  What  did  you  ever  say  to  Long  about  this  stuff: 
anything  ? 

Mr.  Griscom.  I  think  that  Capt.-  Himes  broiiglit  it  to  Mr,  Ix>ng"s 
attention. 

Mr,  Graham,  What  did  Mr,  Long  say? 

Mr.  Griscom.  And  Mr.  Long,  as  I  recall  it,  denied  any  knowledge 
of  such  material  having  been  brought  in. 

Mr.  Graham.  Did  he  say  it  had  not  been  brought  in,  or  simply  he 
did  not  know  about  it  ? 

Mr.  Gbiscoji.  He  did  not  know  about  it.  Mr.  Long  was  a  very 
busy  man,  and  he  could  not  be  expected  to  have  personal  knowledge 
of  a  great  deal  that  went  on  around  the  factory. 

Mr.  Graham.  How  much  of  that  stuff  was  there  you  spoke  of. 
bates  and  bags;  how  much  of  it  was  there  at  the  factory? 

Mr.  Griscom.  Most  of  the  webbing  when  jt  came  in  was  done  up 
in  rolls  of  a  certain  length ;  I  can  not  tell  you  exactly,  because  I  am 
not  a  textile  man;  butlarge  rolls  of  half-inch,  one-inch,  and  two- 
inch  webbing.  This  other  stuff  was  small  pieces  from  perhaps  any- 
where from  a  few  inches  to  5  feet,  thrown  loosely,  at  random,  ns 
though  somebody  had  shoveled  it  up.  Some  of  it  was  very  loosely 
woven  so  you  could  see  right  through  the  webbing.  Personally.  I 
think  we  saw  3  or  4  of  those  bales  in  there.  It  is  a  very  large  ware- 
house, and  it  would  be  very  hard  getting  around.  You  had  to  dig 
your  way  through  it. 

Mr.  Graham,  Was  there  ever  any  obstruction  placed  in  the  way 
of  youp  inspection  of  this  warehouse? 

Mr.  OnisroM.  No.  The  warehouse  was  in  the  new  building  at 
the  latter  part  of  the  time,  and  the  office  of  our  chief  inspector  wasi 
in  that  building,  and  we  had  to  go  through  the  warehouse  to  ge^ 
into  his  office,  where  things  were  so  piled  up  that  unless  you  pulled 
around  boxes  and  bales  to  get  down  to  the  bottom  of  things  you 
could  not  be  sure  of  whnt  was  in  there. 

Mr.  Gn.vHAM.  Did  you  ever  hoar  Mr.  Ixing  say  anvthing  about 
materials  that  he  was  using  when  he  was  spoken  to  about  it  being 
Government  materials? 

Mr,  Griscom.  I  have,  many  times,  on  account  of  the  two  different 
sorts  of  contracts;  as  Capt.  Himes  testified  this  afternoon,  he  was 
buying  materials  and  the  Government  was  furnishing  materials. 
They  wci-e  supposed  to  be  of  the  same  quality.  It  was  generally 
the  case  whenever  poor-quality  stuff  came  through  in  finished  goods, 
as  I  recall  it.  for  Mr.  Ijong  to  say  that  that  was  Government-sup- 
.plied  material. 

Mr.  Graham.  Do  you  know  whether  he  bought  the  same  grade 
of  goods  that  the  Government  furnished  ? 
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Mr.  GmscoM.  I  do  not  know  anything  about  what  Mr,  Long 
l>oiight.  We  would  spq  what  came  in,  but  I  do  not  know  about  the 
■quality  of  textiles, 

Mr,  Orahau.  Were  you  examining  some  of  the  leather  goods,  tool 

Mr.  Griscom,  No;  leather  was  not  in  my  province  at  all.  Capt, 
Hiiiics  had  another  officer  who  had  charge  of  that. 

Mr,  Oraiiam.  Lieutenant,  something  has  been  said  here  about 
quite  ft  lot  of  materials  that  were  rejected,  belts  and  one  thing  and 
another.     Ycu  know  about  that,  I  suppose? 

Mr.  (iBiscoM.  I  do. 

Mr.  Graham.  Was  there  anjihing  else  besides  belts  that  you  knew 
of  that  had  l»cen  rejected  along  from  time  to  time  that  had  accunm- 
lated  in  the  factory  J 

Mr,  Griscom.  There  was  a  large  quantity  of  feed  bags,  feed  bags 
to  go  over  a  horse's  head,  which  were  rejected  on  account  of  poor 
weave  and  poor  quality.  There  was  a  large  accumulation  of  tnose 
at  one  time,  but  tliey  were  finally  accepted  on  direct  orders  from 
Washington. 

Mr.  Graham,  Did  you  inspectors  have  any  fuss  with  Mr,  Long 
about  that? 

Mr.  Griscom,  E.xcept  that  Mr,  Long  believed  that  they  should 
be  accepted.  He  felt  that  thev  were  serviceable,  as  a  good  many 
of  them  were.  There  were  a  few  with  a  head  strap  that  held  the 
bng  up  over  the  horse's  nose  that  we  felt — we  tried  them  out  on 
horses — we  felt  that  they  were  so  short  that  for  a  large-headed 
hoi'sc  it  would  be  very  difficult  for  the  horse  to  get  his  nose  into  the 
bag.  and  we  rejected  a  good  manv  of  those  bags. 

Mr.  Graham,  >Vhat  did  he  tell  you  about  it? 

Mr,  Grisccm.  He  thought  that  the  average  horse  could  get  its 
Tio«>  into  it,  I  believe. 

Mr,  Graham.  Did  he  come  to  Washington? 

Mr,  Griscom,  I  can't  renieniU-r  about  that  particular  time,  but  I 
knew  he  went  down  pretty  often. 

Mr,  Graham.  What  was  his  custom  when  you  inspectors  had  dif- 
ferences with  him  about  goods,  was  he  in  the  habit  of  coming  to 
Wnshinct(m  about  it? 

Mr.  Griscom.  It  was  always  Cant.  Himes's  policy  to  be  very 
willing  and  even  anxious  to  tell  Mr.  Ijong  to  go  to  Washington ;  and 
he  was  merely  representing  Washington  in  Boston  and  if  Mr,  Long 
had  any  questions  in  which  he  felt  that  he  was  not  being  ti-eated 
fairly  either  by  Cnpt.  Himes  or  by  myself  to  take  it  up  with  our 
superiors  and  we  would  Ik-  very  glacl  to  right  him  in  any  way  that  we 
felt  we  could  conscientiously. 

Mr.  Graham.  Do  you  know  whether  on  such  occasions  he  would 
go  fo  Boston? 

Mr.  Griscom,  To  Washington,  you  mean  ? 

Mr.  Graham.  Or  Washington? 

Mr.  Griscom.  I  believe  that  he  went  to  Washington,  His  son, 
Richard  Long,  would  say  he  was  in  Washington,  which  was  the  only 
direct  knowledge  I  had  of  it. 

Mr,  Graham.  Following  these  trips  to  Washington,  did  you  ob- 
serve whether  any  orders  ever  came  to  the  factory  reversing  the  in- 
spectors on  the  matter? 
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Mr.  Griscom.  I  have  noticed  on  various  times  certain  representa- 
tives of  the  department  would  come  from  Washington  and  look  over 
these  articles  and  iirjre  iis  to  accept  them. 

Mr.  Gratiam.  After  Capt.  Himes  was  ordered  to  France  did  you 
stay  there  a  while? 

Mr.  Griscom.  I  was  in  Boston.  The  Ordnance  Textile  Division 
was  transferred  to  the  Quartermasters  Department,  as  I  recall,  about 
August  of  1918.  I  was  transferred  with  that  division,  and  I  was  in 
the  Quartermaster  Corps  after  the  transfer  until  October.  1918,  when 
I  received  overseas  orders. 

Mr.  Graham.  You  liad  gone  in  the  Ordnnnce  Department? 

Mr.  Griscom.  I  received  my  first  cominission  in  1917  in  the  Ord- 
nance. 

Mr.  Graham.  AVhen  the  transfer  was  made  to  the  Quartermasters 
were  you  referred  to  as  a  Quartermaster  officer? 

Mr.  Griscom,  I  was  changed  over  to  Quartermaster^became  * 
Quartermaster  officer, 

Mr.  Graham,  Do  you  know  what  happened  to  these  belts  that  had 
been  rejected,  whether  a  new  contract  had  been  sent  after  Capt.  Himes 
left? 

Mr.  Griscom,  I  do  not  know  of  direct  knowledge.  There  was  an 
officer  sent  up  to  take  Capt.  Himes's  place,  and  he  requested  me  to- 
stay  away  from  Long's,  but  I  was  told  by  the  inspector  at  Long's 
ancl  by  another  officer  who  went  theie  and  who  was  in  our  office  in 
Boston,  but  who  would  go  out  there,  that  it  had  all  been  accepted. 

Mr.  Graham.  Do  you  know  who  that  officer  was? 

Mr.  Griscom.  His  name  was  Lieut.  Brown, 

Mr.  Graham.  You  do  not  know  his  initials,  do  you  ? 

Mr.  Griscom.  His  initials  were  C.  C. 

Mr.  Graham.  Is  he  still  in  the  service? 

Mr.  Griscom.  He  is  not. 

Mr,  Graham.  Who  told  you  to  stay  away  from  Long's! 

Mr,  Griscom.  Capt.  Rick. 

Mr.  Graham.  Do  you  know  what  his  initials  are? 

^^r.  Griscom.  I  do  not  recall. 

Mr.  Graham.  Where  did  he  come  from? 

Mr.  Griscom,  I  believe  he  came  from  Reading.  Pa. 

Mr.  Graham.  He  was  in  the  service,  then,  was  he? 

Mr.  Griscom.  He  was  in  the  service ;  he  was  a  captain. 

Mr.  Graham.  Did  he  come  from  Washington? 

Mr.  Griscom,  He  was  at  one  time  stationed  in  Washington,  and 
then  he  was  put  in  charge  of  the  Sew  York  district,  Ordnance  office,  a 
place  corresponding  to  that  of  Capt.  Himes  in  Boston, 

Mr,  Graham.  When  he  came  up  there  what  was  it  he  told  you 
about  that  ?  That  is  a  rather  interesting  proposition.  WTiat  was  it 
he  told  you.  as  nearly  as  you  can  remember! 

Mr.  CiRisroM,  If  you  would  like  me  to  tell 

Mr,  Graham.  Tell  the  circumstances:  yes, 

Mr,  Griscom.  The  circumstances  were  these :  There  was  Mr;  Buss, 
who  had  been  chief  inspector  at  K.  H.  ling's,  resigned  about  the  time 
Capt.  Himes  was  ordered  to  France.  It  was  necessary  for  some  one 
to  take  Ills  place  immetiintely.  and  Capt.  Rick  suggested  to  me  the 
name  of  another  officer,  whom  I  knew  personally,  and  by  reputation, 
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to  l>e,  as  I  Relieved,  utterly  incompetent,  I  protested,  perhaps  too 
vehementlv.  Imving  the  knowledge  I  did,  and  told  him  that  it  would 
Uestroy  all  the  effect  of  our  inspection,  tlie  svstem  we  had  built  up 
of  inspection  at  Long's,  I  do  not  remember  his  exact  words,  but  he 
informed  me  that  I  had  lietter  be  careful  or  else  I  would  get  in  trou- 
ble, so  I  said  no  more  about  it,  and  shortly  after  that  I  was  requested 
not  to  go  out  to  Long's  again. 

Mr,  (iRAHAM.  Who  requested  you  not  to  go? 

Mr.  Griscom.  Capt.  Rick. 

Mr.  Graham.  What  followed  that? 

Mr.  Griscom,  As  I  say,  I  understood  from  the  inspector  in  charge 
at  Long's  and  from  this  officer  who  did  go  out  that  those  belts  had 
-all  been  accepted. 

Mr,  Graham.  Did  you  remain  in  your  position? 

Mr.  Griscom.  I  was  nominally  there  until  I  was  sent  overseas. 

Mr.  Graham.  How  long  after  that  were  you  sent  overseas? 

Mr.  Gbiscom.  The  belts  were  accepted,  as  I  remember  some  time 
in  September.  At  least  I  was  told  they  were  accepted  some  time 
in  September-  Early  in  October  I  received  overseas  orders — some- 
time about  the  middle  of  October,  I  think  it  was. 

Mr.  Gbahah.  During  the  time  you  were  told  to  get  away  from 
Long's  and  the  time  you  received  overseas  orders  did  you  have  any 
<luties  to  perform  ? 

Mr.  Griscou.  Practically  none. 

Mr.  Graham.  You  felt  that  you  were  relieved! 

Mr.  Griscom.  I  felt  that  I  was  relieved. 

Mr.  Graham.  Was  this  man  Rick  sent  up  there  to  have  charge  of 
that  place? 

Mr.  Griscom.  At  the  time  Capt.  Himes  left  he  was  to  take  Capt. 
Himes's  place  in  a  general  way.  Capt.  Rick  knew  nothing  about 
conditions  in  the  Boston  district.  He  had  ne\-er  been  up  there 
before  and  the  portion  of  textile  equipment  manufactured  in  New 
York  was  very,  very  much  smaller  than  that  manufactured  in  New 
England.  He  had  but  very  little  experience  with  textile  equipment. 
He Tiandled  a  good  deal  of  leather  so  I  was  told. 

Mr.  Graham.  Was  it  him  you  were  protesting  about  or  some- 
body else? 

sir.  Griscom.  It  was  another  man  whom  he  wanted  to  appoint 
there  and  I  protested  against  this  man  being  appointed  there. 

Mr.  Graham.  He  wanted  to  appoint  him  as  what? 

Mr,  Griscom.  As  chief  inspector  at  R.  H.  Long^s.  I  had  had 
another  experience  with  this  officer. 

Mr.  Graham.  Who  was  this,  lieutenant,  he  wanted  to  appoint? 

Mr.  Griscom.  A  Capt.  Ulrichs. 

Mr.  Graham.  Where  had  you  had  any  experience  with  him  before? 

Mr.  Griscom.  When  I  was  a  civilian,  when  I  first  went  out  there 
in  Springfield. 

Mr.  Graham.  What  was  your  experience,  I  am  curious  to  know  t 

Mr.  Griscom.  He  had  charge  of  the  inspection  of  materials  at 
certain  plants  around  Springfield.  One  was  the  Victor  Sporting 
Goods  Co.  He  was  short  of  inspectors  and  he  telephoned  to 
Capt  Himes  asking  him  whether  ne  coutd  borrow  an  inspector 
to  mstall  an  inspection  system  at  this  plant.     Capt.  Himes  sent 
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me  down  there  temporarily  to  him.  They  were  making  cajiteeo 
covers  at  that  place.  They  had  never  made  them  before.  I  installed 
inspection,  tramed  my  two  girls  who  were  instructing  them  to  in- 
spect and  started  in  to  look  over  them  myself.  In  testing  the  can- 
teen covers  the  regular  test  was  to  pull  the"  back  seam  to  see  whether 
the  rear  end  was  strongly  sewed  under.  I  found  that  with  very 
little  pressure  they  ripped  open  very  badly.  I  notified  the  presi- 
dent and  he  said  it  was  ail  right,  that  the  rest  of  them  would  be 
better;  and  I  continued  to  inspect  them  and  found  possibly  25  per 
cent  were  that  way.  l^lien  I  had  done  this  he  called  up  Cap(. 
Ulrichs  on  the  telephone  and  told  him  of  the  rejection  by  the  in- 
spectors. Capt.  Ulrichs  came  up  and  told  the  contractor  that  the 
things  would  be  inspected  over  again  anyhow  so  it  didn't  make 
any  difference  what  I  did.  I  requested  Capt.  Himes  to  remove  me. 
I  was  removed — wrote  a  report  about  it  to  Washington.  An  in- 
vestigation was  made  and  it  was  found  they  were  using,  as  I  say. 
cotton  thread  instead  of  linen  thread  on  the  back  seam. 

Mr.  Graham.  So  this  man  Ulrichs  knew  that? 

Mr.  Griscom.  He  knew  that  at  that  time  and  he  at  one  time  had 
been  in  charge  at  Washington  and  had  been  transferred  very  shortly 
awav  from  Washington. 

ifr.  Graham.  Xow.  Lieutenant,  do  you  know  who  made  that  in- 
vestigation and  disclosed  this  fact  about  Ulrichs? 

Mr.  Griscom.  I  spoke  about  what  I  have  just  told  you  from  per- 
sonal knowledge. 

Mr.  Graham,  You  know  that  there  was  an  investigation  by  Wash- 
ington, do  you? 

Mr.  Griscosi,  Xo.  not  about  this.  Ulrichs  had  been  at  Washing- 
ton before  this  time  and  he  was  ordered  away  from  Washington  to 
take  chaige  of  a  smaller  place. 

Mr,  Graham.  Did  they  disclose  why  cotton  thread  was  being 
used? 

Mr.  Griscom.  In  Springfield  I  found  that  out  when  I  tested  the 
canteen  covers. 

Mr.  Graham.  They  did  not  have  an  investigation  on  that  par- 
tuiclar  matter? 

Mr.  Griscom.  Noj  sir. 

Mr.  Graham.  Did  they  ever  have  an  investigation  in  which 
Ulrichs  was  investigated? 

Mr.  Griscom.  No.  not  that  I  am  aware  of.  However,  that  story 
became  fairly  well  known. 

Mr.  Graham.  But  Rick  insisted  on  putting  him  there,  did  he? 

Mr.  Griscom.  He  did  not  finally,  but  he  told  me  he  was  going  to^ 

Mr.  Graham.  Do  you  know  why  he  did  it? 

Mr.  Griscom.  I  do  not  know, 

Mr.  Graham.  Who  did  he  put  there? 

Mr.  Griscom.  He  put  a  civilian  named  Hovey  there. 

Mr.  Graham.  Did  you  know  anything  about  Rick  before  that  mat- 
ter, where  he  had  been  or  what  he  had  been  doing? 

Mr.  Griscom.  No,  except  I  have  seen  him  at  Washington  in  the 
Ordnance  office  at  various  times  and  I  knew  from  correspondence 
that  he  was  in  chaige  of  the  New  York  office. 

Mr.  Graham.  Had  he  ever  been  out  to  Long's  plant  before  tl)i» 
timet 
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,  j"'^  '£x.  Griscom.  I  believe  he  had  been  some  time  early  in  October 
^f^^~  'November  of  1917,  but  I  had  never  seen  him  there  during  my  time 
'f  1  Boston. 

^*  *  <4r.  Jeffeeis.  These  feed  bags  of  which  you  spoke,  Mr,  Griscom, 
''''-:  L  you  ever  test  them  out  to  see  whether  tiey  were  big  enough  for 
' :  -rood  sized  horse's  nose  ? 
^  ■  \£r.  Gbibcom.  Out  inspectors  did. 
> :  Mr.  Jeffebis.  What  did  they  find  out? 

•>  .  3VIr.  Griscom.  They  found  out  that  they  were  small,  so  the  inspec- 
ri-  rs  reported  to  me,  some  of  them. 

.  ^Vlr.  Jeffebis.  2<^ot  suitable  for  use  then  on  a  good  sized  horse? 
,  .  Air.  Griscom.  That  is  what  the  inspectors  told  me. 
V    IMr.  Jefferis.  Was  that  the  reason  that  you  were  rejecting  them? 
.    A£r-  Gbiscoh.  That  was  a  partial  reason:  the  other  reasons  were 
"tve  quality  of  the  webbing  and  the  color  of  the  webbing  wliich  was 
,"-ery  dark,  almost  black. 

Air.  Jeffehis.  You  say  you  got  direct  orders  from  Washington  to 
.  iccept  them? 

Mr.  Gbiscou.  We  were  urged  to  accept  them  by  a  representative 
irom  Washington. 

Air.  Jeffekis.  Do  you  know  who  that  was? 

Mr.  Gbiscoh.  One  of  the  persons  as  I  remember  it,  was  Mr.  Heuer. 
Mr.  Jeffebis.  Do  you  know  whether  his  visit  up  there  and  request 
of  you  to  accept  them  followed  any  visit  of  Mr.  Long  to  Wash- 
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Griscom.  I  can  not  answer  that  question  directly,  because  I 
do  not  recall. 

Mr.  Jefffjus.  Do  you  know  what  this  Capt.  Rick's  business  was 
before  he  was  in  the  Army? 

^Ir.  Griscom.  I  believe  he  was  a  manufacturer  of  hosiery.  That 
is  what  I  have  been  told,  but  I  don't  know  of  my  own  personal  knowl- 
eiAge. 

Mr.  Jefferis.  How  old  a  man  was  he? 
Mr.  Griscom.  Roughly,  around  30  or  35. 

Mr.  Jeffebis.  Was  there  any  other  reason  or  was  there  any  reaj 
reason  why  you  should  be  ordered  not  to  go  out  to  Long's? 

Mr.  Griscom.  Not  as  far  as  I  know.  I  have  never  had  any  knowl- 
edge of  it  except  that. 

Mr.  Jetferis.  Had  you  ever  had  any  trouble  with  Iiong — personal 
trouble  or  anything? 
Mr.  Griscom.  Nothine  at  any  time. 

ilr.  Jeffebis.  The  oi3y  discussion  that  you  had  with  Capt.  Kick 
about  Long  was  when  you  took  the  position  that  this  man  Ulrichs 
was  not  a  proper  man  to  go  out  there? 

Mr.  Griscom.  We  naturally  talked  over  details  of  inspection  as 
they  came  up  from  day  to  dav,  but  I  should  say  that  the  only  time 
that  we  were  very  much  at  odds  about  the  inspection  out  there  was 
that  time. 

Mr.  Jefferis.  How  lone  after  you  had  that  discussion  with  Capt. 
Bick  was  it  before  he  tola  you  that  you  should  not  go  out  to  Long's 
any  more? 
Mr.  Gbiscoh.  I  can  not  recall  definitely,  but  it  was  not  a  Ion;;  time. 
Mr.  Jefferis.  A  few  days  after? 
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Mr.  Griscoh.  I  should  say  a  week  or  so,  maybe.  '. 

Mr.  Jeffebis.  Did  lie  give  you  any  reason  why  you  should  not  p 
out  there  any  more? 

Mr.  Griscom.  No. 

Mr,  Jeffebis.  When  you  went  overseas  how  did  you  go  over — n. 
what  department? 

Mr,  Gbiscom.  I  did  not  go  over,  I  was  ordered  over,  and  got  c 
far  u-s  Hoboken  when  the  armistice  was  signed. 

Mr,  Jbfferis.  How  were  you  going?  In  any  way  that  you  had  ap 
plied  to  go? 

Mr.  Griscom.  No;  I  had  applied,  as  Capt.  Himes  had,  while  in  the 
Ordnance  Department.    I  was  going  over  as  a  quartermaster  casual 

Mr.  Jefferis,  And  how  were  you  assigned  to  go — how  had  you  ap- 
plied to  go? 

Mr.  Griscom,  I  had  applied  individually  and  through  letters  t« 
various  fripnds  in  Washington,  to  Capt.  Day  and  Capt.  Conant  and 
others,  to  be  sent  overseas. 

Mr.  Jeffebis.  In  the  Ordnance  Department  1 

Mr.  Griscou.  In  the  Ordnance  Department. 

Mr.  Jeffebis.  And  when  your  assignments  came  you  went  o\er 
how,  or  were  to  go  over  howt 

Mr.  Griscom.  As  a  quartermaster  casual. 

Mr.  Jeffebis.  I  believe  that  is  all. 

Mr.  Gabrett.  The  work  you  had  been  doing  in  Boston  was  trana- 
ferred  to  the  Quartermaster  Corps  before  that  time  ? 

Mr.  Gbiscom.  Practiciilly  all  of  it.  We  did  all  the  inspection  of 
the  ordnance  as  well  in  the  helmet  lining.  We  inspect  them  for  the 
Ordnance  Department,  but  helmet  linings  still  came  under  Ordnance 
Department.  With  that  exception,  all  our  work  came  under  Quarter- 
master. 

Mr.  Garbett.  You  really  were  a  Quartermaster  officer  at  the  time 
you  were  ordered  to  France? 

Mr.  Griscom.  Exactly. 

Mr.  Gabbett.  Did  you  ever  have  any  misunderstandings  with  Mr. 
Long! 

Mr.  Griscom.  Not  as  far  as  I  recall. 

Mr.  Garrett.  No  unpleasantness? 

Mr.  Griscom.  No  so  far  as  I  recall, 

Mr.  Garrett,  When  you  would  direct  his  attention  to  these  thinjp; 
concerning  which  you  have  testified  where  materials  or  articles  did 
not  come  up  to  specifications,  did  no  unpleasantness  occur  whatever 
in  any  way? 

Mr"  Griscom.  None  whatsoever.  Our  relations  were  always  per- 
fectly cordial.    We  could  not  have  had  it  otherwise. 

Mr.  Garrett.  Why? 

Mr.  Gbiscom.  Because  we  never  allowed  any  personal  feelings  to 
enter  into  our  relations  with  any  contractors  up  there.  It  was  a 
matter  of  getting  the  quality  for  the  United  States  Government  and 
that  was  the  only  thing  we  thought  about. 

Mr.  Gabrett.  Mr.  Long  took  those  things  all  right  himself,  did 
he? 

Mr.  Gbiscom.  Apparently. 

Mr.  Gabbett.  He  did  not  complain  at  your  directing  his  attention 
to  these  matters? 
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!Mr.    Griscom.  He  never  cfMnpluned  because  V6  directed  his  at- 
ention  to  matters,  but  as  far  as  I  could  see  he  never  remedied  matters. 
Air.  Garreit.  He  did  not  lose  his  tempert 
^^r.  Griscoh.  Xot  so  far  as  I  could  see. 

!M.r.  Gahreit.  Did  he  ever  suggest  that  you  gentlemen  did  not 
cno'w  anything  about  it  or  vrere  inefficient  or  anything  of  that  sort 
to  you? 

Mr.  Griscoh.  Not  so  far  as  I  can  recall.  It  is  my  recollection  that 
he  spoke  that  way  of  officers  of  oUier  divisions. 

Mr.  Garrett.  He  was  never  offensive  about  it  in  any  way? 
Mr.  Gbisoou.  No;  not  personally  at  aU. 
Mr.  Gabbett.  Who  was  Mr.  Heuer,  where  was'  he  from? 
!Mr.  Griscoh.  He  was  from  the  Bock  Island  Arsenal. 
Mr.  Garrbtt.  Were  you  located  at  Rock  Island} 
Mr.  Griscom.  No;  I  never  was.    I  proceeded  directly  to  Boston, 
reporting  to  Capt.  Himes. 

Mr.  Griscoh,  Where  did  you  learn  this  work  so  as  to  equip  your- 
self for  the  inspection  service? 

Mr.  Griscoh.  Under  Capt.  Hime«,  as  I  worked  around  the  Boston 
district. 

Mr.  Gabrett.  He  taught  you  tliat  t 
Mr.  Griscoh.  Y^, 

Mr.  Garrett.  Did  you  tell  us  what  your  business  experience  had 
been  before  you  entered  the  Army  t 

Mr.  Griscoh.  I  was  a  manufacturer  of  glazed  kid  before  the  war 
and  I  was  editing  a  leather  joui^ul  at  ue  time  I  went  into  the 
service. 

Mr.  Garrett.  I  believe  you  stated  that  Capt.  Rick  informed  you 
titat  you  bad  better  be  careful  or  you  would  get  into  trouble  at  one 
time. 

Mr.  Griscom.  I  said  that  was,  approximately  as  I  could  remember 
it :  tliat  I  could  not  remember  his  exact  words. 

Mr.  Qarreit.  What  else  did  he  say  about  that?  Did  he  say  how 
you  would  get  into  trouble? 

Mr.  Griscom,  No,  sir.    As  I  understood,  because  of  Army  regula- 
tions which  forbade  a  subordinate  officer  to  argue  with  his  superior. 
Mr.  Garrett.  That  is  to  say  Capt.  Rick  himself  seemed  to  ret^nt 
your  amiing  with  him  ? 
Mr.  Griscoh.  Yes. 

Mr.  Garrett.  That  was  the  trouble  that  he  indicated? 
Mr.  Griscoh.  Yes. 

Mr,  Garrett.  Have  you  any  reason  to  believe  that  you  were  or- 
dered transferred  to  Europe  because  of  anything  you  had  done  at 
the  Lone  factory  t 

Mr.  Griscoh.  I  have  no  idea  of  why  I  was  ordered  to  Europe.  My 
orders  came  through,  and  that  is  all  1  know  about  it 

Mr.  Garrett.  You  had,  then,  I  assume,  no  reason  to  believe  it  was 
on  account  of  anything  that  you  had  done  tiiere? 

Mr.  Gbiscoh.  I  had  no  definite  reason  to  believe  it  was  for  any 
particular  reason  whatsoever,  except  my  superior  officers. 
Mr.  Gabrett.  Did  Capt.  Rick  assign  any  reason  for  the  orders 


given  that  you  stay  away  from  Long's  i 


Mr.  Gbiscom. 
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Mr.  Garrett.  Who  was  Capt.  Bick,  where  was  he  from  ? 

Mr.  Griscom.  At  one  time  he  was  in  charge  in  Washiimton  and  I 
was  later  ordered  to  New  York.  He  had  charge  of  the  textUe  equip-  I 
ment.  Textile  Division  down  there  corresponded  to  Capt.  Himes's  ' 
poution  in  Boston.  i 

Mr.  Gabbktt.  Do  you  know  where  he  was  from! 

Mr.  Gbiscou.  Beading.  I 

Mr.  Gahhett.  Where  13  Beadingi    Pennsylvania!  [ 

Mr.  Gbibcoh.  Beading*  Fa. 

Mr.  Gabreht.  You  spoke  of  the  fact  that  it  was  Capt,  Himes's  I 
policy  where  a  difficulty  arose  between  yourselves  and  Mr.  Ixmp  1 
to  encourage — I  believe  you  used  the  word  encourage — him  to  tab  ! 
it  up  with  the  Washin^n  autliorities. 

Mr.  Ghiscoh.  We  said  that  we  should  always  be  very  glad  to  have  : 
him  take  any  matters  of  difference  of  opinion  up  with  our  superiois 

Mr.  Gabbetp.  And  you  said  that  you  would  writ©  to  Wasbingtw 
as  far  as  you  conscientiously  could.    Just  what  did  you  mean  hj  ' 
thati 

Mr.  Griscom.  I  do  not  recall  saying  that.  If  the  stenographer  will 
read  what  I  said  about  that 

Mr.  GABRirrT.  We  will  not  worry  about  that.  If  you  did  sa; 
that,  well,  I  guess  I  can  hardly  ask  the  question  about  it  if  you  say 
you  did  not  say  it. 

Mr.  Gri8cx>h.  I  do  not  say  I  did  not  say  it.    I  say  I  do  not  recall  it 

Mr.  Gabbett.  Well,  as  a  matter  of  fact,  did  you  write  WashingUHi 
at  any  time  when  Mr.  Long  would  visit  here? 

Mr.  Gbiboom.  We  would  always  give  very  full  reports  to  Wash- 
ington. 

Mr.  Gabbett.  Did  you,  at  any  time,  recommend  that  while  you 
could  not  accept  these  things  because  they  did  not  come  up  to  specifica- 
tions yet  you  regarded  them  as  serviceable  t 

Mr.  Griscom.  Exactly. 

Mr.  Gabbett.  While  under  your  limitations  you  could  not  tala 
them,  yet  you  regarded  them  as  serviceable? 

Mr.  Griscom.  As  Capt.  Himes  testified  dui-ing  the  first  part  o( 
the  time,  it  was  the  policy  of  Washington  to  accept  articles  whicl 
were  not  altogether  up  to  specifications  but  which  were  serviceable. 
Towards  the  middle  and  latter  end  of  1918  supplies  of  ordrancfl 
equipment  had  become  so  large  tliat  we  received  orders  from  Wash- 
ington that  the  demand  for  quantity  had  subsided  and  that  the  speci- 
fications should  be  more  strictly  adhered  to,  and  that  it  what  we  it- 
tempted  to  do. 

Mr.  Gahbett.  And  in  making  your  reports  to  Washington  about 
these  matters  that  Mr.  Long  was  coming  to  Washington  see  about, 
do  I  understand  that  you  would  advise  Washington  that  they  were 
regarded  as  serviceable  although  not  up  to  specifications? 

Mr.  Gbiscom.  In  certain  instances  we  would ;  at  times  when  su* 
things  occurred  we  would  tell  them  the  exact  situation. 

Mr.  Gabbett.  Whether  you  thought  they  were  serviceable  or  not' 

Mr.  Griscom.  Yes. 

Mr.  Gabrbtt.  Did  that  occur  frequently? 

Mr.  Griscom.  During  the  first  part  of  the  time  it  occurred  twj 
often. 
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Mr.  Gasrtit.  Well,  nov,  as  a  matter  of  fact,  when  thoBe  things 
did  occur,  what  ttbs  ;our  attitude,  what  was  your  viewpoint  of  it, 
that  they  ought  to  be  accepted — did  you  approve  that  policy  of  ac- 
cepting that! 

Mr.  GaisooH.  I  approved  it  during  the  great  shortage  of  supplies 
at  the  beginning  of  tne  war;  I  heartily  approved  of  accepting  any- 
thing that  was  really  serviceable.  As  supplies  grew,  and  came  in 
from  all  over  the  country  I  felt  that  the  contractor  should  deliver 
what  he  was  paid  for. 

Mr.  Garbktt.  Now,  the  feed  bags  that  were  rejected — I  believe  yon 
slated  one  reason  for  their  rejection  was  on  account  of  their  c(Mor. 
Did  I  understand  you  oorrectly  on  that? 

Mr.  Gbiscom.  You  did. 

Mr.  Garrett.  What  figure  did  that  cut  in  itl  Was  that  a  mere 
matter  of  specification! 

Mr.  Griscoh.  Because  the  specifications  called  for  olive  drab  duck, 
and  a  large  part  of  the  dnck  and  webbing,  particularly  webbing,  as  I 
remember  it,  was  almost  black  instead  of  being  olive  drab. 

Mr.  Garrett.  I  suppose,  as  a  matter  of  fact,  it  would  not  make 
very  much  difference  to  the  horse  whether  he  was  eating  out  of  a 
black  bag  or  an  olive  drab  onet 

Mr.  Griboou.  Not  a  bit,  but  it  was  at  thu  time  we  had  received  word 
from  Washington  to  make  the  contractors  deliver  more  nearly  what 
was  being  paid  for. 

Mr.  Garrett.  So  that  did  not  affect  the  serviceability,  but  it  did 
not  meet  the  specifications! 

Mr.  Gbiscoh.  Absolutelv.    That  is  it  exactly. 

Mr.  Gahrbtt.  Do  you  nappen  to  tmow  anything  about  whether 
there  was  a  shortage  in  the  material  that  the  specifications  called  for 
that  might  have  allowed  the  making  of  them  out  of  different-colored 
materials  ! 

Mr.  Gbisooh.  I  do  not  know  about  that  point. 

Mr.  Garsett.  Was  this  material  that  was  colored,  as  substantial  a 
material  as  the  other! 

Mr.  Griscoh.  In  my  opinion  it  was  not.  It  was  loosely  woven 
and  not  nearly  as  serviceable  as  the  harder. 

Mr.  Garrett.  And  would  not  have  lasted  as  long! 

Mr.  Gbiscx)h.  That  was  my  opinion. 

Mr.  Garrett.  Do  you  know  whether  when  those  were  accepted 
there  was  any  reduction  in  price! 

Mr.  Qriscom.  I  do  not  know  about  that. 

Mr.  Garbett.  You  say  you  personally  saw  three  or  four  bales 
of  this  material  which  was  referred  to  as  being  sweepings  or  some- 
thing of  that  nature! 

Mr.  Griscom.  Yes. 

Mr.  Garrett.  Was  there  any  considerable  quantity — did  those 
three  or  four  bales  amount  to  very  much  in  the  comparison  with 
the  aggregate  amount! 

Mr.  Gribooh.  It  was  a  ver^  small  quantity  compared  with  the 
immense  amount  of  stuff  which  was  brought  into  our  H.  Long 
factory. 

Mr.  Garkett.  I  suppose  he  was  receiving  very  large  quantities  of 
stuff  all  the  time  there! 
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Mr.  GBiacoH.  He  wrs. 

Mr.  Oarbett.  Very  heavy  shiinuentsl 

Mr.  Qbisooh.  Very  heavy. 

Mr.  Garbett.  I  suppose  that  it  is  entirely  within  possibility 
that  this  stuff  could  have  been  put  off  on  him  by  the  concern  that 
sent  it — I  mean  from  whom  he  received  his  orders,  that  it  migk 
have  come  in  without  any  knowledge  upon  his  part 

Mr.  Griscou.  I  can  not  answer  you  directly  on  that  point  except 
that  as  we  heard  from  our  inspector  at  the  textile  plant  as  Capt 
Himes  told  me,  Mr.  Long  was  getting  rejected  webbing  from  that 
plant  where  this  man  was  inspecting. 

Mr.  Garrett,  Did  he  report  that  Mr.  Long  knew  that  fact? 

Mr.  Griscom,  No. 

Mr.  Garrktt.  Mr.  Long,  I  believe  yon  say  had  no  knoivledgB  of 
it  himself. 

Mr.  Ghibcom.  I  understood  him  to  say  so. 

Mr.  Garrett.  But  you  did  see  some  articles  that  did  look  like 
they  might  have  been  made  with  this  stuff? 

Mr.  Griscom.  Yes,  sir. 

Mr.  Garrett.  Those  articles  you  rejected,  of  course? 
.    Mr.  Griscom.  Yes. 

Mr.  Garrett.  Was  there  any  very  considerable  number  of  tJiem! 

Mr.  Griscom.  I  do  not  recall.  You  see  this  webbing  was  used 
in  a  large  number  of  articles.  The  actual  inspection  was  made  by 
perhaps  100  girls  and  we  went  up  there  from  day  to  day.  They 
would  bring  samples  of  these  articles  to  us  and  we  would  see  them. 

Mr.  .Tefferis.  One  further  question.  Was  this  blai^  stuff 
that  was  used  in  these  feed  bags  cheaper  in  cost  than  the  olive  drab 
duck? 

Mr.  Griscom.  I  can  not  answer  you  on  that,  I  do  not  know. 

Mr.  Jefferis.  But  you  thought  it  was  not  as  lasting? 

Mr,  Griscom.  I  thought  it  was  not  as  serviceable. 

Mr.  Graham.  If  there  is  nothing  further,  the  committee  will  stand 
adjourned. 

(Whereupon  the  committee  adjourned  at  4.45  o'clock  p.  m.) 
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Subcommittee  No.  5  (Oio>NANfE)  of  the 
Select  Committee  os  Expenditures  in  the 

WaH  DePABTMEKT,  House  of  REPRESENTATIVEa, 

Morulay,  November  S,  1919. 
The  subcommittee  met  nt  11  o'clock  a.  m.,  House  of  Representa- 
tives, Wasbington,  D.  C.  Hon.  AVilliam  J,  Graham  (chairman)  pre- 
siding. 

STATEMENi;  OF  HB.  ABIBEW  STEWAST,  PTTBIIC  ACCOXnilTAlIT. 

(The  witness  was  duly  sworn  bv  the  chairman.) 

Mr.  Gkaham.  'WTiat  is  yonr  biLsincKH,  Mr.  Stewnri  ? 

Mr.  Stkwakt.  I  am  a  public  Hccoiintaiit.  a  iiicmltci'  of  the  firm  of 
Marwick.  Mitchell,  Peal  A  t'«..  iiccoiinlnnt.-  ;ii»l  tiiulitnis  of  New 
York  and  of  other  cities. 

Mr.  (iraiiam.  Hoiiietiiiie  a;p>  iliti  yon  uudertake  to  siMvHuin  for  this 
committee  the  net  catb  expendilures  of  thf  Wnv  l>e)>:it-tm(Mit  during 
the  period  of  tlie  war? 

Mr.  Stewart.  Vej>. 

Mr.  Gr^vham.  Tell  us  whether,  in  .so  doing,  you  used  for  the  pur- 
poses of  comparison  the  former  figures  furnished  this  committee  by 
the  War  Department  showing  those  balances. 

Mr.  Stewart.  Yes.  I  submit  this  statement  showing  in  detail,  in 
competitive  form  the  Sgures  of  expenditures  from  April  6,  1917,  to 
June  ljl919,  as  furnished  this  committee  by  the  Director  of  Finance 
of  the  War  Department. 

Ifr.  Gr-miah.  You  don't  happen  to  remember  the  book  and  page  in 
our  serial  where  that  appeared  i 

Mr.  Stewart.  Yes;  on  page  40  of  the  first  volume. 

Mr.  GR.\itAM.  Now,  UiLs  statement  on  page  40  of  serial  1.  gives  the 
total  complete  to  the  official  credit  of  the  disbui-sing  officer  for  ex- 
penditui-os  by  the  War  Department  for  all  purposes  since  April  6, 
1917.  and  up  until  June  1,  1919.  I  observe  that  half  of  this  tabula- 
lion  is  not  in  strict  conformity  with  the  question.  The  question  asked 
is  the  expenditure,  but  the  answer  says  the  total  sum  placed  to  the 
official  credit  of  the  disbursing  officer.  Now,  in  your  ascertainment 
of  this  matter,  did  von  take  the  same  dates.  Mr,  Stewart,  from  April 
6, 1917.  to  June  1.1919? 

Mr,  Stewart.  Yes. 

Mr.  (iRAtiAM.  Does  this  tabulation  which  you  have  furnished  the 
committee  here  show  the  expenditures  for  that  date?  * 
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Mr.  Stewart.  It  does,  according  to  the  records  of  the  departia 
Mr.  Graham.  Well,  I  notice  your  heading  is  "  Statistics  reg« 
ing  net  cash  expenditures  from  April  6,  1917,  to  September  1,  IS 
and  outstanding  obligations  as  of  September  1,  1919. 
Mr.  Stewart.  Yes,  sir, 

Mr.  Grahau.  Does  that  include  the  same  information  as  is  ei' 
in  this  other  tabulation  which  says  the  total  sum  placed  to  the  om< 
credit  of  the  disbursing  officer? 

Mr.  Stewart.  Yes;  and  in  connection  with  that  I  should  call 
tention  to  the  testimony  of  Gen.  Ix)rd,  on  page  289,  when  he  poim 
out  the  sum  of  $247,000,000  added  t«  the  statement  previously  f 
jiished  that  is  mentioned  in  previous  report  there  [indicating.] 
Mr.  Graham.  That  $247,000,000  should  be  added? 
Mr.  Stewart.  Yes,  sir. 

Mr.  Graham.  Well,  now;  I  don't  understand  your  statement:  I 
take  this  report  of  yours,  now,  and  tell  us  whether  you  found  1 
balance  given  by  Gen.  Lord  in  the  answer  given  on  page  40,  ser 
1,  IS  correct  as  you  found  it! 

Mr.  Stewart.  No;  we  found  that  the  expenditures  shown  by  t 
War  Department  book  and  Quartermaster  Corps  were  understat 
one  hundred  and  eighty-four  million  and  odd  dollars  and  the  Or 
nance  Department  the  amount  was  overstated  one  hundred  ai 
fifty  million  and  odd.  The  Medical  Department  was  understat4 
over  nine  million  and  odd;  the  Engineer  Corps  was  overstated  ovi 
$2,000,000;  the  Signal  Corps  overstated  over  $2,000,000,  and  Militai 
Aviation  and  Aeronautical  overstated  $51,000,000.  There  were  othi 
small  uifTercnces.  The  total  amount  overstated  in  the  statement  fn; 
nished  came  to  $-209,325^65,  and  total  amounts  understated  wei 
$1^5,483,814,48.  These  figures  did  not  take  into  account  the  outstanti 
ing  obligations  from  June  1.  We  were  infonned  that  there  was  n 
proper  record  of  such  obligations  ordinarily  of  that  date:  that  i 
would  be  impossible  to  ascertain  them  now,  but  as  of  September  1 
1919,  there  is  supposed  to  be  a  proper  record  of  the  outstanding  oh 
ligations  and  we  have  shown  that  in  column  5  [indicating],  whicl 
i9$2.931,921,32.'>.20. 

Mr.  Graham.  Tliat  is  outstanding  expenditures  in  addition  to  th( 
amount  shown  as  theretofore  expended ! 
Mr.  Stewart.  Yes, 

Mr.  Graham.  Now,  what,  then,  is  the  total  net  cash  expenditures 
and  obligations  from  April  6.  1917,  to  September  1,  1919t 
Mr.  Stewart.  The  total  is  $18,501,117,999.12. 
Mr,   (Jraiiam.  Well,  this  statement  of  Gen,  Lord's  is  found  on 
page  40,  which  gives  the  total  as  $14,544,610,213.61,  being  the  total 
obligations  and  expenditui-es  up  to  June  1, 1919. 

Mr,  Stewart.  No:  it  does  not  include  obligations  at  that  date, 
iior  does  it  include  balances  expended  by  the  disbursing  officers  dur- 
ing the  previous  month,  which  Gen.  T^ord  has  testified  would  amount 
to  a  further  $247,000,000,  but  which  we  have  ascertained  should  ba 
•75,000,000  less.    In  other  words,  $173,000,000. 

Mr,  Graham,  The  statement  and  figures  that  Gfen.  Lord  gave  mi 
page  289  were  not  correct,  you  say? 

Mr.  Stewart.  Yes;  his  figures  were  based  on  an  aggregate  work- 
ing balance  of  $618,554,896.40,  but  according  to  the  books  of  the 
depa»-ti»M.nt.  the  whole  working  balances  are  only  $542,915,51fi,W. 
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Mr.  Graham.  Do  you  know  how  that  error  occunedl 
Mr.  Stewart.  No;  I  have  no  knowledge  of  that. 
Mr.  Graiiah.  Then  he  was  wrong  alMut  his  working  balance  by 
about  $76,000,000? 
Mr.  Stbwabt.  Yea 

Mr.  Gbahau.  How  does  it  happen  that  the  figures  that  he  gives 
of  June  1,  1919,  on  page  40  of  our  recordn^how  does  it  happen  that 
they  are  not  correct — of  the  correct  amount  y 

Mr.  Stewart,  We  have  received  explanation  from  oflScers  in  the 
department  as  to  the  reason  for  the  differences  which  we  shall  be 
j^lad  to  state. 

First,  that  the  statement  furnibhed  to  the  committee  was  gotten 
up  in  a  considerable  hurry;  that  the  records  had  not  been  completely 
written  up  to  June  1,  at  the  time  the  statement  was  furnished,  that 
the  ligure.s  of  ezpenditureii  were  received  by  telephone  messt^es, 
from  other  departments  to  copy  them  on  a  statement  by  an  ofl^r 
who  is  not  now  inl  the  service,  that  the  statement  in  which  these 
figures  have  been  compiled,  has  not  been  pre-serred.  In  other  words, 
at  present,  then,  there  is  actually  no  one  that  con  reproduce  those 
figures.  To  obviate  that  we  were  instructed  hy  you  and  asked  for 
a  new  statement  of  June  1.  In  column  2  there  [indicating]  is  their 
statement  in  accordance.with  their  bookij. 
Mr.  Graham.  How  did  you  verify  that! 

Mr.  Stewart.  Wo  simply  compared  the  totals  as  shown  by  the 
records  of  each  department.  That  is,  wo  did  not  attempt  to  make 
iin  audit  of  expenditures,  but  to  check  up  the  method  in  which  thev 
were  compiled.  We  simply  accepted  the  War  Department;'s  totafs 
and  a-scertainod  tlmt  the  records  showed  that  these  amounts  had  been 
expended. 

Nir.  Graham.  Mr.  Stewart,  how  long  did  it  take  you  gentlemen 
to  do  this?  How  extended  a  job  was  this?  I  want  you  to  tell  us 
about  the  method — and  sometning  about  the  method  and  difficul- 
ties you  had  in  getting  the  information. 

Mr.  Stbwabt.  Our  first  difficulty  was  to  get  to  the  officer  or  em- 
ployee who  really  hud  knowledge  of  the  matter  that  we  wanted  to 
find  ouL  While  we  were  shown  everv  courtesy  and  offered  every 
facility,  it  took  us  almost  two  days  to  find  the  man  who  was  able  to 
tell  us  anything. 

After  we  had  ascertained  that  these  figures  could  not  be  repro- 
duced, we  asked  them  to  prepare  a  new  statement  as  of  June  1,  and 
also  as  of  September  1.  That  statement  was  furnished  by  several 
departments  promptly,  but  by  others  after  considerable  time  elapsed. 
We  requested  these  statements  on  October  I,  1919,  and  the  last  of 
them  was  not  delivered  to  us  until  O(tol)er  11, 

After  the  statements  were  furnished  to  us,  time  was  taken  up  in 
discussing  exactly  what  the  figures  meant,  in  order  to  enable  us  to 
intelligently  put  them  together  in  one  statement  The  methods  of 
un-oimting  in  War  Department  had  not  been  uniform  in  the  past. 
The  same  words  have  oeen  used  in  different  departments  to  mean 
H  different  thing.  The  result  was  that  considerable  discussion  was 
np<-essury  with  the  employees  to  prepare  these  statements  to  make 
K)ire  that  we  understood  the  tanninology  used  by  them.  As  a  re- 
sult we  had  our  men  in  the  department  for  17  days.  The  delay 
u'As  also  caused  by  changes  in  employees,  vocations,  and  sickness, 
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and  it  meant  that  instead  of  receiving  the  Etsd«meiit  compiled,  m 
had  to  waste  considerable  time  discussing^  the  methods  of  prepara- 
tion with  the  men  in  charge  and  in  explaining  what  we  wanted. 

Mr.  Qrahah.  Why,  didn't  any  of  these  officers  tell  you  how  tliey 
got  these  other  balances,  where  they  got  them? 

Mr.  Stkwakt.  They  told  me  generally  the  method  followed.  Xfaere 
was  a  statement  prepared  by  the  Director  of  Finance  Hp  to  Decem- 
ber 31,  1918.  It  showed  the  total  as  expended  and  the  total  obli- 
gations at  that  date.  Then  a  further  statement  had  been  prepared 
for  about  three  or  four  months  later.  Those  two  were  added  to- 
gether and  a  rough  estimate  made  of  the  expenditures  for  the  last 
two  or  three  months  and  then  the  whole  three  were  added  toother. 
but,  unfortunately,  we  were  unable  to  get  the  statement  from  nvhich 
they  compiled  these  figures  and  there  was  no  way  of  figuring  or 
i-eproducing  them. 

Mr.  Graham.  Well,  has  a  new  system  of  bookkeeping  been  re- 
cently installed  t 

Mr.  Stewakt.  I  have  been  informed  that  has  been  done:  that  an    . 
accounting  system  is  now  installed  there  in  charge  of  Mr,  H,  L. 
Robinson. 

Mr.  Graham.  How  long  has  that  been  donel 

Mr.  Stewart.  It  was  being  put  in  effect,  in  the  various  bureaus 
then  and  should  be  in  now.  1  think  the  majority  of  them  are 
having  it  completely  installed. 

Mr.  Graham.  Was  it  impossible  prior  to  the  installation  of  this 
system  to  get  a  balance  from  the  books  at  any  time? 

Mr.  Stewart.  It  certainly  was  not  an  easy  matter  to  get  us  a 
statement  of  the  total  expenditures.  I  am  informed  that  the  new 
system  seeks  to  remedy  that  so  that  it  will  be  possible  to  get  a 
statement  in  a  very  short  time.  One  reason  why  an  accurate  state- 
■nent  could  not  be  obtained  is  that  no  complete  records  were  kept 
of  the  obligations  incurred. 

Mr.  Graham.  Why  was  that! 

Mr.  Stewart.  I  do  not  know  the  reason  why. 

Mr.  Graham.  Suppose  the  Goventment  let  some  contract,  and  we 
will  say  in  Chicago.  What  was  their  system  of  Iweping  track  of 
those  obligations? 

Mr,  Stewart.  The  difficulty  of  obtaining  a  statement  wa.s  that  the 
massive  information  relating  to  contracts  was  not  brought  together 
at  one  place.  No  doubt  each  department  had  a  record  of  the  obliga- 
tions incurred  by  it,  but  to  get  all  those  together  would  be  an 
enormous  undertaking. 

Mr.  Graham.  Are  they  adopting  a  system  now  by  which  these 
things  are  put  together? 

Mr.  Stewart,  Yes;  as  of  September  1,  we  have  been  able  to  get 
a  statement  of  total  obligations,  which  is  shown  in  column  5, 

Mr,  Graham,  Have  they  done  that  before;  did  they  do  that  at 
any  time  during  the  war?  * 

Mr.  Stewart,  I  believe  they  had  npt. 

Mr.  Graham.  So  that  just  before  that  time  it  was  impossible  for 
the  War  Department  to  tell  how  much  they  owed ;  is  that  correct? 

Mr,  Stewart.  I  can  qualify  that  with  this  statement:  They  have 
a  statement  issued  to  December  31,  1918,  which  sliowed  the  amount 
obligated,  but  proof  that  the  system  was  not  complete  is  shown  by 
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the  fact  that  the  chief  accountant  is  onable  to  prepare  a  statement 
showit^  what  the  obligations  were  on  June  1, 191d. 

Mr.  Graham.  He  can  not  do  that. 

Mr.  SrawABT.  So  we  were  informed. 

Mr.  Graham.  Would  it  have  been  possible  for  one  to  ascertain 
what  the  obligations  were  on  November  13,  1918,  the  date  the  armis- 
tice was  signed! 

Mr.  Stewart.  I  assume  the  same  answer  would  be  given  by  the 
chief  accountant  that  he  had  been  unable  to  prepare  such  a  statement. 

Mr.  Graham.  Why  did  he  say,  Mr.  Stewart,  that  he  was  unable  to 
give  any  such  statemmts  as  of  the  Ist  of  June? 

Mr.  Stewart.  I  am  not  quite  clear  as  to  the  reason  just  now,  but  I 
drew  from  his  answer  that  the  information  was  not  on  the  records. 

Mr.  Graham.  This  report  included  the  tabulative  statement — ^it  is 
the  report  of  your  conclusions  in  the  matter? 

Mr.  Stewart.  Yes. 

Mr.  Graham.  I  imderstand  that  you  state  in  your  reiwrt  that  you 
can  not  verify  the  distribution  of  the  funds  to  the  American  Expedi- 
tionary Forces.  Why  were  you  unable  to  verify  that?  Were  there 
no  records  of  how  much  funds  had  been  sent  to  themt 

Mr.  Stewart.  The  funds  disbursed  on  account  of  the  American 
Expeditionary  Forces  were  not  distributed  separated  on  the  record. 
Xo  doubt  we  could  have,  by  making  a  long  inquiry — we  could  have 
made  an  intelligent  investigation,  but  we  thought  that  would  be  suf- 
ficient for  the  purposes  of  tnis  investigation. 

Mr.  Graham.  How  were  the  funds  for  the  American  Expeditionary 
Forces  drawn,  do  you  know  ? 

Mr.  Stewart.  I  could  not  say. 

Mr.  Graham.  You  call  attention  to  an  item  of  $5,000,000  paid  to 
the  Navy  Department,  it  was  included  in  the  quartermaster's  ex- 
penditure? 

Mr.  Stewart.  Yes,  sir. 

Mr,  Graham.  What  was  there  about  that?  Could  you  tell  us  what 
that  was? 

Mr.  Stewart.  We  made  several  inquiries  but  we  could  not  find 
nnv  one  who  could  tell  us  what  the  nature  of  the  disbursement  was. 

Mr.  Graham.  No  record  that  you  could  find? 

Mr.  Stewart.  It  simply  shows  the  disbursement  to  the  Navy 
Department  without  any  explanation.  That  was  the  great  difficulty 
in  milking  an  inquiry  in  such  a  large  institution  as  the  War  Depart- 
ment to  find  out  anything.  You  could  not  find  a  man  who  knew 
about  it. 

Mr.  Graham.  Again  you  call  attention  to  an  item  of  $209,000,000 
)>aid  to  the  War  Risk  Bureau  out  of  the  fimds  of  the  Quartemnsters 
Corps  on  June  1, 1919.    A\Tint  was  that? 

Mr.  Stewart.  There  was  no  information  as  to  that  except  as  it  is 
described  there. 

Mr.  Graham.  You  do  not  give  any  details  there. 

Mr.  Stewart.  We  could  have  gotten  details,  but  we  didn^t  go  be- 
hind the  totals  shown. 

Mr.  Graham.  Where  could  you  have  gotten  the  details? 

Mr.  Stewart.  They  could  have  been  obtained  from  the  War  De- 
partment or  the  War*  Bisk  Bureau. 
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Mr.  Gbahah.  You  also  call  attenUon  to  the  sales  of  surplus  ma- 
terials aggregating  several  milli<Hi  dollars  which  are  deducted  from 
the  expenditures.  You  say  that  as  the  amounts  which  have  been  ao 
treated  are  scattered  throughout  the  books  of  the  departments^  ooit- 
siderable  work  would  be  necessary  to  arrive  at  an  accurate  figure. 
How  do  they  keeptrace  of  the  surplus  materials  f 

Mr.  Stewabt,  The  amount  realized  from  the  sales  are  credited 
back  to  the  appropriation. 

Mr.  Gkahah.  To  the  same  appropriation  1 

Mr.  Stewart.  Yes,  sir. 

Mr.  Grahau.  And  in  arriving  at  the  figures  used  in  the  net  cash 
expenditures,  they  have  deducted  the  proceeds  of  sales  of  any  surplus 
material  f 

Mr.  Stbwart.  I  am  informed  that  the  system  has  recently  been 
changed  so  that  any  money  so  realized  will  go  directly  to  the  Treas- 
ury and  will  not  be  available  for  expenditure  again. 

Mr.  Graham.  Mr.  Stewart,  under  that  system,  I  assume  that  they 
take  that  same  money  and  expend  it  under  that  appropriation  ? 

Mr.  Stewaht.  That  was  what  has  happened  with  several  milli<Hi 
dollars.  We  have  not  attempted  to  compare  it  and  compile  it,  but 
you  can  see  where  they  have  been  doing  that.  I  remember  seeing  one 
item  of  $1,500,000  that  came  from  France. 

Mr.  Graham.  Dp  you  have  any  idea  how  they  do  that! 

Mr.  Stewart.  I  can  not  state,  but  there  was  from  five  to  ten  mil- 
lion dollars  that  came  to  my  att^tion  in  that  waj. 

Mr.  Graham.  But  you  did  not  go  through  it  intelligently  enourii 
to  know  how  much  there  was ;  did  you  inquire  of  anytwdy  about  the 
legality  of  that? 

Mr.  Stewart.  I  did  not  go  into  the  legality  at  all. 

Mr.  Graham.  Did  you  go  into  the  correctness  of  the'bookkeepingi 

Mr.  Stewart.  I  did,  with  the  chief  accountant,  and  he  informed 
me  that  that  system  had  been  changed. 

Mr.  Graham.  What  did  he  say  about  this  being  correct! 

Mr.  Stewart.  He  did  not  express  any  opinion,  out  I  presume  that 
it  has  been  found  to  be  incorrect  because  it  has  been  changed. 

Mr.  Graham   When  did  they  change  it? 

Mr.  Stewart.  Some  time  between  June  1.  and  September  1. 

Mr.  Graham.  Of  this  year? 

Mr.  Stewart.  Yes. 

Mr.  Graham.  When  they  found  the  error,  did  they  go  then  through 
these  funds  and  pick  them  out  ? 

Mr.  Stewart.  No  ;  that  has  not  been  done.  Their  books  still  show 
the  net  cash  expenditures — the  total  expenditures  less  the  amount 
derived. 

Mr.  Graham.  For  instance,  if  there  was  an  item,  "  Fortification  of 
armaments,  sea,"  as  they  call  it,  for  the  building  of  a  powder  plant 
like  Nitro,  W.  Va..  and  then  they  sell  that  and  receive  a  large  amount 
of  cash  for  the  sale  of  it,  they  put  that  back  in  the  same  item  of 
armaments  for  fortification,  sea,  and  then  spend  it  for  anything  else 
they  wanted  to  under  that  appropriation! 

Mr.  Stewart.  That  corresponds  with  what  happened  with  swne  of 
their  contracts  now. 

Mr.  Jefferis.  I  would  like  to  know  what  is  included  in  that  column 
of  the  table  here  that  you  have  furnished  the  committee.    [Indicat- 
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ing.]  "  Amount  obligated  to  be  hereafter  paid  as  of  September  1, 
1919,"  which  totals  up  to  a  sum  of  nearly  $3,000,000,000.  What  do 
you  mean  by  obligated!  That  is.  are  they  liaoDitiefl  incurred  by  the 
War  Department;  are  they  fixed  and  ascertained  liabilities,  or  are 
they  opened  for  adiustmentf 

Mr.  Stbwabt.  They  are  opened  for  adjustment,  I  understand. 
That  includes  ctrntrarts  that  may  be  canceled,  lots  of  them  may  be 
canceled. 

Mr.  Jetferis.  In  other  words,  if  I  understand  it,  the  total  is  the 
total  amount  of  the  maximum  liabilities,  and  that  includes  formal 
contracts,  informal  contracts,  all  kinds  of  obligation  like  that! 

Mr.  Stewaet.  I  don't  know  what  you  mean  by  formal  contracts. 

Mr.  Jeftehis,  One  that  is  executed  in  due  form. 

Mr.  Stewaht.  Yes. 

Mr.  Jefferis.  Does  it  include  procurement  orders;  that  is,  the 
things  that  are  supposed  to  be  settled  under  the  Dent  Act! 

Mr.  Stewabt.  I  am  informed  that  includes  any  liabilities  incurred 
by  the  War  Department 

Mr.  Jeffbris.  So  that  that  amount  in  this  column  5  would  be  sub- 
ject to  change  in  case  any  settlements  were  made? 

Mr.  Stewart.  Yes;  maybe  more  and  maybe  less. 

Mr.  Garrett.  This  total  of  $18;i01,117, 999.12  includes  then  all  ex- 
penditure<:  and  all  ontstamling  obligntions  of  the  War  Department 
from  April  6  to  September  1,  1919;  is  that  right! 

Mr.  Stewart.  Yes;  according  to  their  records. 

Mr.  Oarrett.  According  to  their  records  in  the  War  Department! 

Mr.  Stewart.  Yes. 

Mr.  Garbbtt.  I  notice  in  this  table — as  I  believe  was  the  case  in  the 
table  of  Gen.  Lord's — that  there  are  no  expenditures  for  the  mainte- 
nance for  the  Judge  Advocate  General's  Department  nor  the  Inspec- 
tor General's  Department    Do  you  happen  to  know  why  that  is! 

Mr.  Stewart.  I  could  not  explain  that  except  that  the  records  don't 
show  any. 

Mr.  Garrett.  I  wonder  from  what  funds  those  departments  were 
sustained ;  did  you  learn  in  the  course  of  your  investigation  ! 

Mr.  Stewart,  No ;  I  did  not 

Mr.  Garrett.  Of  course,  those  divisions  spend  monej[.  I  was  just 
wondering  where  it  came  from.  I  have  reference  to  this  practice  of 
taking  the  proceeds  of  sales  and  placing  them  back  in  the  funds  from 
which  the  allotment  for  allocation  was  made.  Has  there  been  a  rul- 
ing of  the  Comptroller  of  the  Treasury  or  any  other  officer  on  that! 

Mr.  Stewart.  I  have  been  informed  that  that  practice  has  been 
stopped. 

Mr.  GARBErr.  Since  when ! 

Mr.  Stewart.  Sometime  since  June  1  and  September  1. 

Mr.  Garrett.  Prior  to  that  time  they  treated  it  somewhat  in  the 
nature  of  a  dissolving  fund! 

Mr.  Stewart.  That  is  sworn  by  a  number  of  instances  that  I 
have  examined  with  references  to  that.  I  have  been  informed  that 
such  practice  has  been  discontinued  but  do  not  know  it  of  my  actual 
knowledge. 
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IBIS.    WAB    DKPAKTMBNT. 
CO.,    ArCOl'HTANTS    AHU    Al^ltlTIIIIH.    NKW     TIMK. 

Nkw  1'(»k,  OetolK-r  JH,  1919. 

«  Expendilum  in  the  War  Department, 

The  Capitol,  Wathinffton,  D.  C. 

Sib;  In  accordance  with  your  iDstnictlons,  we  have  attmdetl  at  ttie  offices 
o(  the  War  Department  and  have  obtained  sratemcnts  of  net  cash  expendi- 
tures from  April  6,  1917,  to  June  1  and  also  to  September  1.  1B19,  and  a  state- 
ment of  outstanding  obligations  as  at  September  1,  1919. 

We  now  submit  herewith  a  statement  ahowlng  tlie  followlnK  InformatloD: 

Column  1,  net  cash  expenditures  from  April  6.  1917  to  June  1,  1919.  as 
furnished  by  the  Director  of  Finance  to  the  committee. 

Column  2,  amended  figures  as  shown  by  War  Department  boolu  for  same 
period. 

Column  3,  differences  understated  and  overstate. 

Column  4,  net  cash  expenditures  from  April  6,  1917  to  September  1.  1919, 
as  shown  by  the  War  Department  books. 

Column  5,  amount  obligated  to  be  hereafter  paid  as  at  September  1,  1919. 

Column  6,  total  net  cash  expenditures  and  obligations  April  fl.  1817  to  Sep- 
tember 1,  1919. 

The  flfjures  used  In  the  preparation  of  the  Btateraeiit  above  described  wer*- 
obtained  from  officials  of  the  various  departments  at  our  rei]iieet.  We  have 
compared  the  figures  supplied  with  the  books  of  the  War  Uepartmeiit  and 
have  satisfied  ourselves  tlial  the  lunounCs  staled  are  recorded  as  expenditure^ 
and  obligations  In  their  records.  As  Instnicted  by  you.  we  have  not,  how- 
ever, attempted  to  verify  the  accuracy  of  the  Individual  amounts  or  the 
method  by  which  they  are  complied,  but  have  accepted  the  total  amounts  shown 
by  the  books  of  the  department 

Our  first  Instructions  were  to  compare  with  the  books  of  the  War  De- 
partment the  statement  of  expenditures  furnished  to  jour  committee  by  the 
Director  of  Finance  as  appearing  on  page  40  of  the  printed  testimony.  We 
ascertained,  however,  that,  with  the  exception  of  the  expenditures  In  The 
Adjutant  General's  Department,  amounting  to  $148,404.15,  It  was  not  poe- 
slble  to  verify  the  figures  stated  from  the  books  of  the  department  t>f>c)iiise 
the  statement  furnisbe<l  had  been  prepared  by  a  compilation  of  tltnires  ap- 
pearing in  the  books  and  of  Incomplete  data  which  at  that  time  Imd  not  lie<w 
recorded  on  the  hooka.  The  statement  on  whirti  this  compilation  had  hr«n 
made  was  not  obtainable.  When  this  condition  was  Hscertaine<i,  we  re<-eived 
jour  further  instructions  to  request  the  department  to  prepare  iin  aineiideit 
statement  as  of  June  1.  10]9,  setting  forth  the  accounts  as  shown  by  their 
books  and  also  a  further  statement  as  at  September  1,  1919,  together  with 
a  statement  of  the  outstanding  obligations  a  i>oth  dates.  If  possible.  A  state- 
ment of  the  outstanding  obligations  as  at  September  1.  1919,  has  been  ob- 
tained, but  it  was  not  practicable  In  the  time  at  our  disposal  to  obtain  a  simi- 
lar statement  as  at  June  1,  1919.  While  no  Information  is  available  as  to 
the  total  obligations  as  at  June  1.  1919,  we  are  Informed  that  the  amount 
at  that  date  would  be  considerably  in  excess  of  the  amount  outstanding  as 
at  S^tember  1,  1919,  reductions  In  the  obligations  having  been  made  from 
time  to  time  by  cancellation  of  contracts  and  by  payments. 

The  statement  submitted  herewith  shows  that  the  total  expenilltures 
and  obligations  as  at  September  1,  1919,  amount  to  $18,501,117,999.12.  while 
the  total  expenditures  shown  by  the  statement  previously  furnished  by  the 
War  Department  to  your  committee  as  at  June  1,  1919,  were  $14,544,610,213.65. 

Tlie  amendeil  stutenient  of  expenditures  as  at  June  1,  1919,  compared  with 
the  statement  previously  furnished  to  .vour  committee  shows  differences  of 
considerable  amount  In  practically  every  department.  The  total  amounts 
understated  In  the  first  statement  are  $195,483,814.48,  and  aiuoitnts  overstated 
are  $209,325322.65.  a  net  overstatement  of  $13,841,508.17. 

On  page  289  of  the  printed  testimony  it  Is  Indicated  by  (ten.  I^)rd  that  a  sum 
of  $247,933,920.96  should  be  added  to  (he  total  of  the  statement  fuml.'^ed  h;r 
him  to  your  committee,  us  representing  e\|)eiidltures  made  by  tllshuraing  of- 
ficers, which  had  not  been  reconleil  at  the  time  the  statement  was  prepared. 
While  we  have  not  been  able  to  verify  tlie  correctness  of  tlie  above  amount, 
we  have  ascertained  that  It  is  based  on  an  aggregate  working  balance  of 
$618,554,396.40.  as  stated  by  Gen.  Lord,  which,  however,  according  to  the  books 
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i.T   ^^    *^-.&15.5l6.92.  and  that,  based  on  these  figures,  the  amount  stated 

♦h^  ^.*^"*^**'   *»y    »75,«38.879.48. 
„Jr*^^*^5f**»«tlon  of  the  amounte  expended  between  "United  States"  and 

^T~~  ^^pedltionary  Forces"  shown  on  the  statement  furnished  to  your 
m'M^S  **  *'  Jone  1,  1919,  was  not  shown  by  the  books,  we  have  not 
aH)K«l    to    verify    this  distribution,  but  have  dealt  »1th  the  'total  amounts 

be  «^t>eiiavt\ir€«  of  the  Quartermaster  Corps  as  at  June  1.  1919,  Include  a 
m«t»t,  oC  $0,000,000  to  the  Navy  Department.  In  the  time  at  our  disposal 
;rra*^%  ^****ble  to  obtain  any  reliable  Information  regarding  the  nature  of  this 

?**^_?^ge»<llturf^  of  the  Qnartemiaster  Corps  at  June  1,  1919,  also  Include 
i^,«00.000  paid   to  the  War  Risk  Bureaa 

waies  ot  surplus  materials  aggr^atlng  several  million  dollars  are  deducted 
p™  fif  «xpenaitures.  As  the  amounts  which  have  been  so  treated  are  scat- 
irfed  throughout  the  books  of  the  departments,  considerable  work  would  be 
ewssarr  to  arrive  at  an  accurate  figure. 

We  BTtall  be  pleased  to  furnish  any  further  information  desired. 

"^BpectTuUy  submitted. 

Mabwick,  MrrcHELL,  Pe.vt  &  Co. 
Stati«tic«  rvgardinff  "st  caih  expenditure!  from  Apr.  6,  1917,  to  Sept.  1,  1919. 
and  outBtanding  obligation  <u  at  Sept.  1,  1919. 
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Thereupon  the  committee  began  informal  discussion  which  the 
reporter  was  directed  not  to  ttSe,  at  the  close  of  which  the  com- 
mittee adjourned  subject  to  the  call  of  the  chairman. 
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StTBcoHHrnzE  No.  5  (Obdnance)  or  the 
Select  Committek  on  Expendittjebs  in  the 
Wab  Depasthent,  House  of  Repbesentatites, 
WasMtiffton^  D.  0^  Twtiay,  November  i,  1919. 


TUe  suboommittee  met  at  2.30  o'clock  p.  m.  on  call  of  the  chairman, 
Mon.  William  J.  Graham  (chairman)  preeidinf. 

Present:  Hon.  Albert  W.  Jefferis,  and  Hon.  Finis  J.  Garrett. 

TESTIHOKY  OF  COL  E.  S.  HTFOEES,  innTEJ)  STATES  ABKT. 

The  witness  was  duly  sworn  by  Mr.  Graham. 
Mr.  GaAHAU.  Col.  Hughes,  this  committee  has  been  investixatins 
matters  of  the  Standard  Steel  Car  Co.,  in  which  you  are  involved 
as  one  of  the  officers  makiofi;  settlement.  Before  concluding  the  ez- 
amjnation  we  thought  it  proper  to  jrive  you  an  opportunity  to  he 
heard.  In  doine  so,  the  committee  will  have  to  oDserve  the  rule 
ih&t  has  been  followed  heretofore  and  ask  you  if  you  desire  to  testify ; 
and  if  you  do  testify,  you  waive  any  immunity  that  miftht  accrue  to 
you  by  reason  of  your  testifying  before  this  committee.  If  you  de- 
sire, we  will  be  f^lad  to  examine  you  and  go  over  the  matters  about 
whidi  we  have  been  inquiring. 

Col.  HnoHES.  I  will  be  f;Tad  to  submit  to  any  examination  you 
may  make  and  I  absolutely  waive  all  immunity  in  the  case. 

Mr.  Graham.  You  are  colonel  in  the  Ordnance  Department  of  the 
Annyt 
Col.  Huqheb.  Yes^  sir. 

Mr.  Grahau.  I  thmk  you  are  a  member  of  the  Regular  Establish- 
ment^ 

Col.  Hughes.  I  have  a  commission  as  captain,  Field  Artillery, 
in  the  Bef^lar  Establishment ;  I  am  ^  major  in  the  Army ;  colonel  ih 
the  Ordnance  Department. 

Mr,  Graham.  You  bad  charfi;e  of  the  original  ne^tiations  with  the 
Standard  Steel  Car  Co.  for  the  making  of  240  millimeter  Howitzer 
caniafEest 
Col.  Hughes.  No,  sir. 

Hr.  Graham.  Somehow  or  other  I  got  the  impression  that  you 
were  the  negotiating  officer  for  this  contract  When  did  you  first 
have  anything  to  do  with  the  Standard  Steel  Car  Co.  contract  or 
t^fumt 

Col.  Huohks.  In  November  and  December,  1917,  my  first  detail 
vith  the  Standard  Steel  Car  Co.,  due  to  the  fact  that  I  was  an  as- 
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sistant  to  Col.  Hillman,  who  was  at  that  time  at  the  head  of  the 
Field  Artillery  section  of  the  Ordnance  Office,  and  as  his  assistant  it 
was  my  duty  to  place  with  the  various  companies  who  were  obtain- 
injjT  contract  for  f2fun  carria^^  and  spare  parts  or  replacement  parts, 
as  we  called  them. 

Mr.  Graham.  I  observe  this  purchase  order  w9iich  was  made  on 
November  16,  1917,  and  si«ied  by  the  initials  "J.  H.  R.  F.  A.  Lieu- 
tenant Colonel,  Ordnance  Department."  Who  made  that  purchase 
order,  do  you  know? 

Col.  Hughes,  You  mean  who  drafted  that  or  signed  itt    Col.  Rioe. 

Mr.  Graham.  J.  H.  Ricef 

Col.  Hdohes.  Yes. 

Mr.  Graham.  What  were  your  particular  duties  now  as  regards 
this  particular  purchase  order  after  you  went  into  that  department  f 
What  did  you  do  with  it  up  until  the  time  the  armistice  was  signed ! 

Col,  Hughes,  I  will  just  answer  it  was  my  duty  to  place  orders 
for  spares  and  replacement  parts.  The  Engineering  Division  or 
the  Engineering  Section  of  the  Field  Artillery  Division  was  respon- 
sible for  determining  the  number  of  spares  and  replacement  parts 
to  be  purchased  for  each  of  the  gun  carriages,  so  that  when  they 
went  into  the  field  they  would  have  spares  and  replacement  parte 
with  them.  I  got  my  information  from  the  Engineering  Division 
and  notified  the  contractor  as  to  the  quantity  to  manufacture.  Then 
in  January  of  1918  the  Ordnance  Depa:tment  reorganized  and  a 
procurement  department  was  established,  divided  into  sections,  one 
of  which  was  the  field  artillery  section,  and  of  which  I  was  the  head. 
It  was  then  my  duty  to  place  all  orders,  for  artillery,  not  only  for 
spares  and  replacement  parts,  but  everj-thing  we  happened  to  need 
from  tlie  railroad  mounts  down  to  the  37  millimeter  gun.  Then 
under  the  organization  we  got  our  estimates  of  the  quantity  of 
spares  and  replacement  parte  to  be  purchased  from  the  division 
ordnance  requirements,  and,  working  with  certain  data  wliich  they 
had,  were  able  to  ascertain  how  many  spare  replacements  it  was 
necessary  to  order.  We  simply  did  the  negotiating  as  to  the  price 
and  delivery  with  the  contractor;  made  the  bargain  and  drew  up 
the  contract  through  the  legal  section  of  the  Procurement  Division. 

Mr.  Graham.  Did  you  have  charge  of  negotiations  for  the  fur- 
nishing of  300  of  these  carriages,  and  then  it  was  changed  to  200  of 
these  carriages  by  the  Standard  Steel  Car  Co.  ? 

Col.  HnoHBS.  No. 

Mr.  Graham.  Who  did  have? 

Col.  Hughes.  I  can't  answer  with  certainty;  I  can  simply  give 
you  my  opinion. 

Mr,  Graham.  Did  you  order  any  spare  parts  from  them  or  have 
anything  to  do  with  the  ordering  of  spare  parts  from  the  Standard 
Steel  Car  Co.  on  this  contract! 

Col,  Hughes.  Yes;  as  I  said,  I  placed  those  orders. 

Mr.  Graham.  But  that  was  aft«r  the  armistice? 

Col.  Hughes.  No;  I  left  our  office  on  October  24  for  France  of 
last  year. 

Mr.  Graham.  When  did  you  return  to  New  York? 

Col.  Hughes.  On  April  1  of  this  year. 

Mr.  Graham.  What  were  your  duties  in  France! 

CoL  Hughes.  I  was  in  the  Supply  Division. 
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Mr.  Ghasah.  Well,  when  you  came  back — ^you  say  you  got  back 
about  what  timet 

Col,  HuGHCs.  About  the  first  of  April  or  possibly  the  last  of 
March. 

Mr.  Graham.  After  your  return,  what  was  your  first  connection 
with  the  Standard  Steel  Car  Co.( 

Col.  HnoHss.  After  I  came  back  I  was  ordered  transferred  to  the 
field  service  of  the  Ordnance  Department,  and  was  told  that  I  would 
be  given  a  job  as  department  orannnce  officer  of  the  Central  Depart- 
ment, and  at  that  time  there  was  some  delay  in  drafting;  the  order 
which  would  authorize  the  department  ordnance  officer  for  the  vari- 
ous departments. 

On  June  1,  it  became  necessary  for  me  to  leave  Washington,  and 
I  went  to  Chicaeo,  with  the  idea  that  while  I  was  awaiting  the  final 
draft  of  this  oriler  I  could  be  attached  to  the  district  Ordnance  office 
there. 

Mr.  Graham.  Let  us  get  that  straight.  You  were  first  to  do  what 
kind  of  work  when  you  got  back  from  France.  When  you  were  as- 
signed to  what  kind  of  work! 

Col,  HooiiES.  I  was  transferred  to  the  Field  Service. 

Mr.  Graham.  And  as  a  member  of  the  Field  Service  staff,  what 
were  you  doing? 

Col.  Hughes.  I  was  to  do  nothing. 

Mr.  Graham.  And  where  were  you  located! 

Col.  Hughes.  Here  in  Washington. 

Mr.  Graham.  Were  you  on  duty  in  Washington,  or  temporarily 
litaving  here! 

Col,  HiroHta*.  I  was  temporarily  .staying  here  awaiting  final  publi- 
cation of  those  orders. 

Mr.  (iRAHam,  And  during  that  time  ranked  as  colonel  of  Ordnance, 
did  you! 

Col,  Hughes  Yes, 

Mr,  Graham.  Do  you  renieuil>er  the  exact  date  when  you  returned 
from  France? 

Col,  HuoHEa.  Yes;  either  the  last  day  of  March  or  the  1st  day  of 
April. 

Mr.  Graham.  Then  how  long  were  you  idle! 

Col,  Hughes.  I  was  idle  for  about  a  month.  Then  I  offered  my 
services  to  Col.  Jenks,  who  at  that  time  was  head  of  the  Artillery  Sec- 
tion. When  I  fii-st  came  back  Mr.  Dorr  asked  for  me  for  the  War 
Department. 

Mr.  Graham.  Did  you  ever  know  him  before! 

Col,  HuoHEs.  No,  sir;  I  was  introduced  to  him  by  a  Capt.  Day 
who  worked  in  my  section.  When  I  came  back  he  suggested  that 
I  was  a  pi-oper  person  to  be  put  on  the  War  Department  Claims 
Board. 

Mr.  Graham.  Was  Day  a  Regular  Anny  officer! 

Col.  Hughes  Xo;  he  was  temporary. 

Mr.  Graham.  When  you  were  detached  from  foreign  service,  were 
your  orders  to  report  to  Washington^ 

Col.  Huohes.  Yes;  I  came  back  from  France  on  a  cablegram  re- 

Juesting — asking  that  I  be  sent  back  to  settle  contracts  wiui  which 
had  been  familiar. 
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Mr.  Graham.  Do  ^ou  know  who  sent  thatt 

Col.  HuoHES.  I  mink  Col.  Jenks  sent  that;  I  am  not  positive  of 
that  thongh. 

Mr.  Graham.  When  you  came  back  did  you  report  to  any  par- 
ticular person. 

Col.  Hughes.  I  reported,  when  I  got  back,  to  New  York.  I  called 
up  the  military  personnel  office  and  I  asked  for  a  three  deays'  leave 
wnich  they  granted  me  and  sent  me  a  telegram  telling  me  to  report 
to  the  chief  of  the  Field  Service. 

Mr.  Graham.  Who  was  het 

Col.  HuflHiB.  Col.  Poller,  at  that  time. 

Mr.  Graham.  Located  in  Washington? 

Col.  Hughes.  Yes,  sir. 

Mr.  Graham.  And  did  you  do  so! 

Col.  HuOHES.  Yes. 

Mr.'GHAHAM.  What  orders  did  he  ^ve! 

Col.  Hughes.  He  explained  the  situation  with  regard  to  the  draft- 
ing of  this  G.  O.  80,  which  was  the  final  word  in  authorizine  the 
sending  on  of  Ordnance  officers.  It  was  the  final  word  in  authorizing 
the  department  officers  to  be  attached  to  the  staff  of  the  various 
commanding  generals  and  prescribing  certain  duties  in  regard  to  the 
maintenance  and  supply  of  the  Field  Artillery  and  Ordnance. 

Mr.  Graham.  Then  after  he  explained  that  to  you,  then  you  had 
no  assignment  for  about  a  month  i 

Col.  Hughes.  That  is  correct. 

Mr.  Graham.  Then  you  think  Col.  Jenks  sent  for  you? 

Col.  HuGHEfl.  I  went  to  Col.  Jenks  and  said  I  was  not  doing  any- 
thing, and  inasmuch  as  I  had  come  back  from  France  on  a  telegram 
for  claims  work  I  asked  that  I  be  put  on  claims  work  until  this  order 
went  out.  and  he  gave  me  the  job  of  settling  the  claims  for  the 
Chilean  guns,  I  think,  some  12-inch  guns  whioi  we  had  taken  over 
from  the  Chilean  Government  during  the  war. 

Now,  my  house  lease  ran  oiit.  f  had  been  living  here  for  two 
years,  and  my  house  lease  was  up  on  June  1,  and  mowing  that  it 
was  simply  a  matter  of  just  a  short  time  before  this  order  could  be 
published  I  went  to  Col.  Fuller  and  suggested  that  inasmuch  as  my 
house  lease  was  up  and  it  was  hardly  worth  while  to  find  any  quar- 
ters in  Washington  with  the  state  quarters  were  in  then,  that  I  be 
assigned  to  Chicago,  and  he  said,  "All  right."  He  approved  that 
suggestion  and  sent  me  to  Chicago  and  transferred  me  to  the  Chicago 
district  ordnance  office  until  the  order  was  published. 

Mr.  Graham.  In  what  capacity  were  you  there? 

Col.  Hughes.  I  was  attacned  there  the  same  way. 

Mr.  Graham.  Was  that  the  custom,  to  take  officers  from  the  other 
side  and  station  them  in  that  manner  with  these  various  boards? 

Col.  Hughes.  I  can  not  say, 

Mr.  Graham.  Do  you  know  of  any  other  case  like  that! 

Col.  Hughes.  I  do  not  know. 

Mr.  Graham.  Did  you  have  any  talk  with  Mr.  Dorr  about  the 
claims  board? 

Col.  Hughes.  Yes. 

Mr.  Graham,  In  any  of  those  conversations  did  he  ever  talk  with 
you  about  the  Standard  Steel  Car  claim? 

Col.  Hughes.  Never  mentioned  it. 
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Mr.  Graham.  Did  anyone  elaet 

Col.  Hdohes.  Not  until  I  got  out  to  Chicago. 

Mr.  Graham.  You  understood  that  Mr.  Dorr  did  send  for  you 
because  of  your  familiarity  with  the  claims  in  that  district! 

Col.  HuoHE8.  I  do  not  know  why  he  sent  for  me  except  at  CapL 
Day's  suggestion  that  the  reason  was  that  I  was  a  proper  man  to  oe 
put  on  the  claims  board. 

Mr.  Graham.  When  did  you  get  to  Chicago,  do  yoii  remembert 

Col.  HuQHSB.  June  2, 1  believe- 

Mr.  Graham.  Did  you  report  to  anyone  t 

Col.  Hughes.  I  reported  to  Mr.  Russell,  chief  of  the  Chicago  dis- 
trict ordnance  office. 

Mr.  Qrauah.  Did  he  assign  you  to  dutyf 

Col.  Hughes.  Not  right  away. 

Mr.  Graham.  How  long  was  it  before  you  went  to  work? 

Col.  Hughes.  I  could  not  say;  I  think  it  was  about  a  week  before 
he  had  me  appointed  a  member  of  the  district  claims  board. 

Mr.  Graham.  Did  he  personally  appoint  yout 

Col.  Hughes.  No;  he  requested  the  War  Department  to  do  that. 
I  do  not  know  what  the  proper  channels  were,  but  be  went  through 
them. 

Mr.  Graham.  Did  you  receive  notification  of  that  fact  from  Wash- 
ington— War  Department  t 

Col.  Hughes.  No.  sir;  the  district  riaims  board  received  notifica- 
tion that  I  had  been  appointed  a  member  of  the  claims  board. 

Mr.  Grahau.  So  I  pwaunie  you  went  to  work  alonp  about  tlie  9th 
of  June  as  a  member  of  the  claims  board? 

Col,  Hughes.  Approximately. 

Mr.  Graham.  AVere  you  a^slgned  to  any  paiticular  duty,  or  just 
to  general  work? 

Col.  Hughes.  At  that  time  I  simply  >at  iu  as  a  member  of  the 
claims  board  when  the  cases  were  referred  to  it  for  action. 

Mr.  Graham.  You  had  no  particular  technical  knowledge  of  any 
kind,  did  you,  Colonel? 

Col.  Hughes.  I  have  a  great  deal  of  technical  knowledge,  but  do 
not  know  if  it  is  of  the  character  you  are  referring  to  with  regard  to 
settling  claims. 

Mr.  Grahau.  Have  you  had  any  technical  training  along  thosv 
lines? 

Col.  Hughes.  My  experience  in  business  matters  has  bwn — while 
I  was  purchasing  agent  for  the  Ordnance  office  here  in  Washington, 
buving  all  of  this  Artillery  material  I  have  been  telling  you  about. 

Mr.  Graham.  I  assume  you  had  your  preliminary  training  in 
militarr  accounting  along  the  line  of  your  profession,  but  I  wondered 
if  you  had  any  traming  along  the  lines  of  the  particular  mattei-s  that 
would  come  up  before  that  board  as  such,  to  the  manufacturing  of 
munitions.  The  training  you  had  was  in  the  way  of  purt^^hasing,  was 
it  not  i 

Col.  Hughes.  Yes,  sir. 

Mr.  Graham.  Well,  when  were  you  first  assigned  to  duty  for  work 
on  the  Standard  Steel  Car  Co.'s  claim? 

Col.  Hughes.  The  exact  date  I  can't  remember.  It  was  after  I 
had  been  in  the  office.  The  claim  of  the  Standard  Steel  Car  Co. 
was  presented  by  Mr.  Hanson,  their  president,  on  June  24. 
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Mr.  Graham.  To  the  Chicago  board! 

Col.  HroHEB.  To  the  Chicago  board.  That  was  in  compliance 
with  the  i-equest  answering  a  letter  which  I  had  written  for  Mr. 
^Russell's  signature  approximately  10  days  before  that.  I  must  have 
been  told  by  Mr,  Russell  before  that  date  that  I  was  to  do  the  best 
I  could  in  settlement  of  the  Standard  Steel  Car  claim,  and  I  should 
say  it  was  10  days  or  2  weeks  after  I  got  out  there  before  the  sub- 
ject was  mentioned. 

Mr,  (Jraham.  Do  you  know  whether  Mr.  Russell  was  the  first  man 
that  ever  asked  you  to  take  hold  of  the  Standard  Steel  Car  Co.'s 
claims  ? 

Col.  HnoHES.  I  am  of  the  opinion  that  he  was.  I  can't  recall  any- 
one else  mentioning  it  to  me. 

Mr.  Graham.  'W^ll,  what  did  you  first  do!  I  wish  you  would  de- 
scribe in  your  own  way  what  you  did  about  the  settlement  of  this 
claim.  The  preliminary  matters  prior  to  the  passage  by  the  Chicago 
claims  board. 

Col.  Hughes.  Bight  up  to  the  time  of  the  passage,  as  I  said  in  the 
previous  answers,  I  am  absolutely  unahle  to  tell  exactlv  the  exact  date 
I  got  this  job,  but  the  first  thing  I  did  was  to  write  a  letter,  as  I  have 
already  stated,  for  Mr,  Kussefi's  siffliature,  asking  when  we  might 
expect  to  have  their  claim  in  the  office.  This  was  on  June  24,  I  be- 
lieie.  The  Standard  Steel  Car  Co.  officers,  by  their  attomejs,  came 
to  the  office  and  made  a  formal  presentation.  There  was  an  inionnal 
discussion  of  the  claim,  and  it  was  then  turned  over  to  me  to  handle. 

I  audited  the  thing  carefully,  and  at  Mr.  Russell's  request  wrote 
several  memorandums  of  my  views  of  the  claim,  and  it  was  such  a 
big  thing  that  I  couldn't  come — and  I  didn't  come — to  any  hasty 
conclusions  on  the  thing.  So  I  talked  it  over  with  the  other  members 
of  the  office,  and  we  had  numerous  informal  discussions.  I  talked  it 
over  with  Col.  Arison,  who  occupied  the  office  with  me;  with  Mr, 
Russell  and  with  Mr,  Lyons,  who  hadn't  left  the  office  at  that  time. 
Then,  as  a  rewult  of  these  discussions,  along  about  the  middle  of  July, 
I  asked  the  Standard  Steel  Car  Co.'s  repi-esentatives  to  come  over  to 
the  office. 

Mr,  Graham.  Who  were  they? 

Col.  Hughes.  Mr.  Corv  and  Mr,  Jenks,  They  both  came  over, 
I  went  info  informal  conference  with  them  and  went  over  the  claim, 
and  told  them  as  a  result  of  all  these  discussions  which  I  had  had 
with  other  members  of  the  office  as  to  what  I  thought  we  could  allow 
as  a  straight  obligation  on  the  part  of  the  Government  to  pay.  Then 
there  was  a  long  lapse  of  time  during  which  no  discussions  and  no 
negotiations  were  carried  on  with  the  Standard  Steel  Car  Co.  officials, 
due  to  the  fact  that  the  Ordnance  Department  here  in  Washington 
had  not  determined  upon  a  proper  certificate  "  C,"  which,  perhaps 
Tou  know,  is  the  formal  authorization  from  Washington  for  the 
board  to  proceed.  There  had  been  a  great  deal  of  discussion  by  the 
Standard  Steel  Car  Co.  and  the  Orcmance  Department  as  to  what 
that  contract  did  contain  and  what,  of  course,  was  a  proper  audit,  and 
it  had  not  been  put  into  a  formal  contract.    There  was  a  great  deal  of 

discussion  with  regard  to  the  terms  which  would  be^ •-«■.»- 

the  contract  formally. 

August  20,  I  believe  that  is  an  approximate  d^ 
before  that,  Mr.  Graves,  a  member  of  the  W^; 
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luti?**"'*'^'  csLine  out  to  Chicago  with  this  certificate  "  C  "  and  a 

te  ^T?*^***-   "WTien  was  that? 

-^i.  fciT30ME8.  X  think  about  August  20;  I  am  not  positive.  He 
T.  «^  '  "*  ^  ®*yj  equipped  with  tnis  certificate  "  C  "  ajid  a  resolu- 
r    ,5^"^  "VVar  Department  Claims  Board  to  the  effect  that  the 

ard  met  th.©  approval  of  the  District  Claims  Board  and  would  be 
IT.   up   to   tike   company.     It  was  a  general  resolution,  and  if  they 
icept^tV  it,  tliey  would  sign  the  award  with  cei-tificate  "  C,"  other- 
js©  they  would  take  the  award  and  send  the  certificate  "  C  "  back  to- 
y^sr^ugton.      Then,  having  a  member  of  the  Washin^n  Claims' 
>oara  available, and  (eelingtliatthetimewas  ripe  for  gomg  into  the 
vegotiations  in  all  seriousness,  we  were  inclined  to  separation,  and 
I  spoko  about  it  to  Col.  Arison  and  said  I  thought  that  he  and  I  and 
^^-  Graves  wrould  form  the  negotiating  board  for  the  District  Claims 
*?oara    and    proceed  with  our  negotiation  with  Mr.  Cory  and  Mr. 
Jenks  or  whoever  the  Standard  Steel  Car  Co.  sent  over  there,  and 
"Owi  tune  to  time  notes  were  taken  of  all  our  meetings,  and  those 
notes  you  have  a  copy  of  there ;  they  were  all  furnished  you.    I  think 
*>up  first  meeting  was  held  on  August  21.    During  this  discussion 
with  Mr.  Cory — he  was  the  only  member  of  the  Standard  Steel  Car 
Co.  present — we  went  over  the  original  claim  that  had  been  sub- 
nutted  by  the  company  and  undertook  a  very  cBueral  discussion  as 
to  the  principal  items  of  their  claim.    We  did  not  arrive  at  any 
definite  conclusion  at  that  conference.    We  gave  on  certain  points, 
and  Mr.  Cory  gave  on  certain  points.    That  is  all  discussed  there, 
running  on  pages  15  to  120. 

Then  on  Saturday,  August  23, 1  think  Col.  Arison  and  Mr.  Graves 
^ver©  present,  we  had  another  confei-ence  with  Mr.  Cory  and  discussed 
the  matter  again  in  great  detail.   We  went  into  every  single  point  of 
the  claim,  and  those  matters  are  as  shown  in  the  minutes  of  our  con- 
ference of  August  23,  pages  121  to  184.    Then,  at  the  windup  of  that 
conference— this  is  only  general,  because  I  am  not  discussing  any  par- 
ticular item^we  made  Mr.  Cory  an  offer  in  settlement  of  ^2.750,000. 
In  my  offer  to  Mr.  Cory  in  July,  I  told  him  that  as  far  as  the  dis- 
cuasion  with  the  various  memliers  of  the  district  hoard  was.  con- 
cerned, I  felt  that  we  could,  without  trouble,  secure  ^,429,000,  but 
he  wouldn't  consider  that  at  all.    There  had  been  some  contracts 
accepted,  and  we  gave  no  inkling  of  that.     As  a  result  of  our  second 
conference,  we  made  him  an  offer  of  $2,750,000.  which  was  not  accept- 
able to  him.     At  the  same  time  we  took  up  the  question  of  salvage. 
We  explained  to  him  that  we  wanted  to  get  from  him  an  offer  for  all 
of  the  machinery  and  buildings  and  the  material   out  there  and 
wanted  to  know  if  he  was  working  on  it.     That  is  all  brought  out  in 
the  minutes  there. 

Tlieii  on  Tuesday,  August  22,  with  Col.  Arison,  Mr.  Graves,  and 
Mr.  Cory  again  present,  besides  myself,  we  went  into  the  thing 
once  more.  As  the  minutes  of  the  entire  meeting  were  taken  and 
yoii  have  been  furnished  with  a  copy  of  them,  and  the  pages,  185  to 
21(),  again  show  the  way  the  thing  was  handled  and  the  situation 
as  it  developed.  As  a  result  of  that  meeting  we  told  him — this  is 
not  all  one  sided,  as  the  minutes  show — that  we  felt  that  we  could 
offer  $3,000,000  as  a  final  settlement  of  this  contract,  again  taking 
into  account  the  salvage  offer  which  he  might  make.    He  said,  the 
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exact  words  are  not  there,  "he  lacked  the  willingness  to  accept 
$3,000,000  in  settlement  of  Uie  award  and  went  back  to  the  promise 
that  he  would  get  his  salvage  offer  in  as  promptly  as  possible,  bat  not 
to  get  it  in  before  10  days."  We  told  him  that  at  that  time  we 
would  take  up  the  question  of  having  the  offer  approved  by  the 
District  Claims  Board  and  I  think  it  was  at  our  meeting  of  August 
27,  the  copy  of  the  minutes  which  you  have,  we  went  into  the 
thing  with  the  full  board  present  and  discussed  the  whole  thing 
with  them  and  they  approved  our  action. 

Mr.  Gbahah.  That  was  the  Chicago  District  Board,  you  meanf 

Col.  HuoBES.  Yes;  I  think  you  have  some  of  the  minutes  over 
there,  Mr.  Graham,  that  I  would  like  to  borrow. 

Mr.  Ghaham.  Now,  after  the  meeting  of  this  Chicago  District 
board,  what  did  you  next  do? 

Col.  HuoHES.  I  next  waited  for  the  Standard  Steel  Car  Co. 
to  get  their  salvage  offer  together — to  get  it  at  that  time,  to  buy 
certain  machines  and  certain  facilities,  but  they  did  not  desire 
to  buy  all  of  the  plant  out  there,  and  so  while  we  were  waiting  for 
them  to  get  together  an  offer  for  the  whole  thing,  we  asked  the 
manager  of  our  staff  to  take  the  necessary  steps  to  prepare  on  the 
part  of  the  Government  an  estimate  as  to  what  these  fucilities  should 
be  worth  to  the  contractor.  This  he  started  to  do,  and  I  think 
about  three  or  four  days  after  he  started  to  work  his  mother  was 
taken  seriously  ill  and  he  went  home  on  leave  and  stayed  longer  than 
was  expected.  We  could  not  wait  and  we  turned  the  work  over  to 
Messrs.  Vail  and  Church  and  we  told  them  we  wanted  an  expression 
as  to  what  the  buildings,  machinery,  and  material  purchased  by  the 
contractors  were  worflh.  and  for  what  we  should  sell  them,  and 
they  prepared  that,  went  to  work  preparing  that  draft  or  expres- 
sion. In  the  meantime,  the  Standard  Steel  Car  Co.  came  in  with 
an  offer  of  $800,000  for  the  entire  lot,  stock,  and  barrel.  And  we 
told.  I  do  not  know  whether  Mr.  Vail's  estimate  had  gone  in  ahead 
of  that  or  not,  but  th^  came  in  practically  simultaneously.  Any- 
way, we  learned  that  Messrs.  Church  and  Vail,  as  a  result  of  our  in- 
vestigation, had  come  to  a  conclusion  that  a  certain  amount  was 
the  ■proper  amount,  they  determined  that  $975,000  was  a  proper 
amount  to  sell  all  the  equipment,  etc.,  to  the  Standard  Steel  Car 
Co.  Having  this  offer  of  $800,000  from  the  Standard  Steel  Car 
Co..  and  also  a  letter  from  a  scrap  dealing  firm  in  Chicago,  by  the 
name  of  Briggs  &  Turivas,  we  talked  the  thing  over  pro  and  con 
in  the  office.  Everybody  had  their  ideas.  We  had  Mr.  Palmer,  who 
is  the  manager  of  the  staff,  give  us  an  expression  of  the  offer  as 
to  what  the  Bripirs  &  Turivas  offer  was  worth. 

Mr.  Graham.  What  was  his  expression? 

Col.  HoHES.  I  can  not  tell  you  that.    I  think  you  have  tlie  latter. 

Mr.  Gr-MIam.  Did  you  a-sk  Mr.  Palmer  to  give  voii  an  estimate 
of  that? 

Col.  Htjoiies.  Yes;  we  alwavs  went  to  him  when  we  wanted  to 
Icnow  anything  about  that  worlt. 

Mr,  Gkaiiam.  You  didn't  follow  his  advice  in  that  particular  in- 
stance, did  you? 

Col.  HuoHES.  No;  if  you  will  just  let  me  explain  the  rest  of  this. 
We  had  Mr.  Palmer's  interpretation  of  this  Briggs  &  Turivas 
letter,  and  his  views  were  so — well,  his  views  did  not  agree  with 


O&DNAKOE.  288S 

our  interpretation  of  the  letter.  At  all  events  I  think  it  was  Col. 
Arison  called  Briggs  &  Turivas  up  on  the  telephone  and  asked 
them  what  they  really  meant.  They  aaid  they  couldn't  tell.  I  did 
not  bear  the  conversation.  That  was  my  understanding  of  it  thouf^h. 
Well,  we  had  this  offer  of  the  Standard  Steel  Car  Co.  for 
$800,000  and  talked  it  over  in  the  office  and  decided  that  the  best 
thing  for  me  to  do  was  to  go  down  to  the  Standard  Steel  Car  Co.'a 
office  and  see  Mr.  Cory,  who  had  promised  to  call  up  Mr.  Hansen  in 
Fittsuburgh,  or  some  place  in  the  East,  and  tell  him  that  we  would 
not  accept  $800,000,  that  we  wanted  $1,000,000.  Mr.  Cory  gave  me 
the  impression  that  he  would  recommend  an  increase,  he  did  not  say 
how  much.    So  we  waited. 

I  took  this  letter  down  to  the  Chicago  office  and  showed  them 
this  letter  in  the  afternoon.  This  letter  was_  full  of  loopholes.  It 
did  not  state  anything  aboveboard — it  was  just  full  of,  loopholes, 
and  they  made  a  lot  of  statements  which  were  not,  to  our  mind, 
definite.  So  I  showed  it  to  the  Standard  Steel  Car  Co.  people; 
went  over  it  with  them  and  I  could  not  make  anything  out  of  it. 
I  believe  that  Mr.  Cory  said  that  the  letter  was  too  indefinite  to  act 
upon.  He  also  said  his  company  would  be  elad  to  make  a  corre- 
sponding offer  so  that  the  Govemnieni  would  benefit.  I  believe,  if 
there  is  any  way  of  telling  that.  So  then  I  went  to  Mr.  Frank 
Parker,  who  signed  the  letter  for  Briggs  &  Turivas,  and  I  told 
him ;  I  said  to  him,  "I  got  a  letter  here  we  don't  understand."  He 
read  it.  Then  he  said.  "Well,  I  don't  know  what  it  means  either." 
Tliat  was  rather  startling  to  me.  We  were  trying  to  sell  something 
and  here  was  a  man  making  nn  offer  that  he  did  not  know  what  he 
meant.  I  said,  "You  signed  your  letter,  didn't  you;  don't  you  know 
what  you  meant  when  vou  signed  the  letter! '  he  said.  "No,  and 
furthermore  I  won't  be  able  to  tell  till  9  or  9,30  to-morrow  morning." 
I  said,  "That  is  a  long  time,  and  we  have  to  have  some  sort  of  an 
expression  of  opinion  as  to  what  you  are  offering."  He  said.  "I 
can't  tell  until  9  or  9.30  to-morrow  morning."  At  that  time  I  wa* 
out  at  the  Standard  Steel  Car  Co-'s  plant.  I  wante<l  to  go  ovci 
and  see  the  building  and  to  get  a  first-class  bird's-eye  view  of  what 
it  was  like.  Mr.  Palmer  called  up  on  the  telephone.  I  think  he 
wanted  to  know  what  the  offer  or  Briggs  &  Turivas  meant.  We 
had  a  new  letter  from  Briggs  &  Turivas.  I  said,  "Is  the  matter 
definite?"  he  said,  "It  has  three  paragraphs  instead  of  one." 

Mr.  Gbahah.  \\Tio  said  this  to  you? 

Col,  HuoitES.  Mr.  Palmer.  I  .said — I  don't  remember  all  that  I 
did  say.  I  have  been  trying  hard  to  rememl>er  what  that  conversa- 
tion was.  As  a  matter  of  fact,  it  wasn't  very  definite,  because — 
since  I  had  not  seen  the  letter.  That  was  one  reason  why  I  wa.s  not 
getting  much  out  of  it.  I  finishe<l  my  inspection  of  the  Standard 
Steel  Car  Co.'s  plant  and  I  got  back  to  the  otBce  about  1  o'clock. 
It  was  one  of  those  days  when  everybody  was  off.  on  a  Saturday 
afternoon.  Mr.  Palmer  was  there  and  we  pot  into  a  discussion  of 
this  Briggs  &  Turivas  letter  and  we  disL-u^ed  it  pro  an<l  con  for. 
I  guess,  a  half  or  three-quarters  of  an  hour.  Our  conversation  broke 
up  with  Mr.  Palmer  telling  me,  "Why  did  you  sell  that  stuff — 
material — to  the  Standard  Steel  Car  Co.  at  the  price  they  have  of- 
fered ;  they  will  make  more  out  of  it  than  vou  are  giving  them  on  the 
claim? "    I  said  to  him — he  said  to  me,""lf  they  buy  this  stuff  for 
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$300,000,  they  will  sell  it  for  over  $200,000  more  than  the  $2,000,000 
you  make  out  of  it."  I  said,  "There  isn't  no  use  in  talking  that 
thing  any  more.  We  have  discussed  it  with  everj-body  in  the  office 
and  nobody  believes  that  for  a  minute."  And  that  was  Saturday 
afternoon,  and  on  Monday  morning,  Mr.  Russell  came  down  that 
morning  and  the  salvage  offer  of  the  Briggs  &  Turivas — the  sal- 
vage o^r  of  the  Standard  Steel  Car  Co..  the  amount  of  monev  which 
the  Government  was  spending  on  the  plant,  which  Mr,  Blakey,  the 
cost  accountant,  estimated  to  be  $52,000  a  month  for  personnel 
alone,  and  all  the  other  questions  of  expense  and  saving  were  dis- 
cussed, and  everj'bodv  came  to  the  conclusion  that  a  great  saving  to 
the  Government  would  be  made  if  the  financial  offer  of  the  Standard 
Steel  Car  Co.  of  $900,000  was  accepted.    It  had  been  raised  $100,000. 

Mr.  Graham.  Were  you  present  at  that  conference? 

Col.  HuoHEs.  That  was  a  conference  at  which,  I  think,  Mr.  Rus- 
sell, Col.  Arisen — those  were  the  only  two  men  I  can  positively  say 
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L.r.  VjKAiiA.a«.   "Why  did  you  feel  especially  impelled  to  do  so  in  this 

^J[-  ■**^*^h;K8.  X  can  oa\y  repeat,  Mr.  Graham,  as  I  said  before,  that 
^.  J^^^**®*  t**  tJie  Government  was  approximately — ^was  between 
JjpOO  Mid  *75,O00  a  month. 

»"^-  V*»A.^:Aa*.  Aft«r  you  performed  your  duty  and  did  all  that 
'U  "w^erc  told  to  do,  why  dicm't  you  pass  the  responsibilitv  to  some- 
'dj^  else) 

Col.  HxiOHEs.  I  had  been  following  the  Standard  Steal  Car  Co. 
m"  ^'^^t  since  I  went  out  there. 
o^i  *^*^*M-  Your  task  was  done! 
.  *-^*-  ilxjOBOM.  No;  we  had  agreed  to  expedite  the  settlement — no; 

^tSt*       ^***'  ^"^^^  ^^^^  promise  and  then  go  back  on  it 
_  ^^  Graham.  In  other  words,  you  agreed  with  Mr.  Cory  and  Mr. 
***       that  you  would  do  what  you  could  to  put  the  claim  through 
^*™r  IHey  agreed  to  it,  is  that  what  you  mean? 

^_ol.   Hughes.  No;  that  is  wrong.    Col.  Arison  and  I,  as  nego- 

*^**:"*g   members,  had  made  Mr.  Cory  an  offer  in  settlement  which 

he  Ijad.  accepted,  stating  that  he  wanted  us  to  do  all  we  could  to  ex- 

P™.jte  tlie  approval  of  this  claim  by  the  people  in  Washington. 

Mr.  Grahau.  And  so  you  came  to  Washington  for  that  purpose  f 

Col.  Htjohm.  Yes;  after  talking  it  qver  wiui  Col.  Arison  and  Mr. 

Russell,  those  were  Uie  only  two  that  it  required  their  approval  to 

do  it. 

Mr.  Gbahah.  Who  did  you  see  when  you  got  to  Washington! 
Col.  Hdohts.  I  do  not  know  what  time  that  12.40  gets  in.    I  think 
about  9  o'clock. 

Mr.  Graham.  I  mean  in  the  War  Department? 
Col.  Hughes.  I  am  trying  to  figure  up  my  day's  proceedings.     I 
don't  exactly  remember  what  I  did  on  a  certain  day  in  the  week. 
Here  is  what  my  diary  says.    Do  you  mind  my  reading  it?    "  Arrived 
at  11  a.  m.,  saw  Gen.  Williams.    Talked  with  the  Washington  Claims 
l^oard  two  hours  and  got  their  formal  agrwment  approving  of  what 
■we  were  contemplating."    I  saw  Gen.  Williams  and  talked  with  him 
about  the  fact  that  the  Standard  Steel  Car  Co.  claim  had  been  set- 
tled as  far  as  the  Chicago  ordnance  office  was  concerned,  and  that  I 
vras  on  here  tiring  to  get  a  settlement  as  far  as  the  War  Department 
'  was  concerned,  as  promptly  as  possible.     He  said,  "  I  approve  of 

that,"  and  asked  Col.  Hoff,  who  was  the  chairman  of  the  Ordnance 
Claims  Board,  and  Gen.  Williams  repeated  what  I  said  and  he  said 
he  would  like  to  have  Col.  Hoff  to  take  that  up.    I  went  in  later  in 
the  afternoon.  I  think  it  was  4.1.5.  and  I  went  over  the  entire  case 
M'ith  the  members  of  the  War  Claims  Board  present  and  told  them 
just  what  I  told  you.    Perhaps  I  did  not  go  back  as  far  as  I  did  with 
you,  and  they  sat  and  listened  and  got  me  points  of  the  thing  im- 
mediately, and  Col.  Hoff.  who  was  the  president,  said  he  thought 
it  was  a  damn  good  scheme  and  he  said  he  approved  of  it.     Some- 
body offered  a  suggestion — I  think  it  was  Col.  Dalton^ — he  said  it 
would  be  advisable  for  some  one  to  go  out  and  see  the  plant.  That  was 
more  than  I  hoped  for.     So  the  next  morning  I  went  over  to  see 
Mr.  Dorr — saw  him  at  8-30,  and  after  seeing  Mr.  Dorr  I  left  on  the 
Broadway  Limited  at  3.30.    So  I  saw  Mr.  Dorr  that  morning. 
Mr.  Graham.  Was  anybody  with  you  ? 
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Col.'  HtiOHES.  Mr.  Cory,  the  Standard  Steel  Car  Co.'s  vice  pres- 
ident 

Mr.  Graham.  Where  did  you  meet  him  that  mominff? 

Col.  HuoHES.  That  morning?  I  was  staying  at  the  Army  and 
Navy  Building  and  Mr.  Cory  picked  me  up  and  took  me  over  to 
the  Munitions  Building. 

Mr.  Grahah.  Do  you  remember  what  your  conversation  with  Mr, 
Dorr  was  ? 

Col.  Hughes.  I  do  not  remember  any  more  than  in  a  genera]  way. 
He  was  in  very  much  of  a  hurry.  The  secretary  warned  us  that  he 
had  a  date  up  on  the  hill  with  you  people  or  somebody,  and  he  had 
to  come  up  in  a  rushj  and  so  we  did  not  expect  to  see  him,  but  we  were 
standing  in  his  outside  room  when  he  came  in.  He  wanted  to  know 
it  we  wanted  to  see  him.  I  told  him  about  the  Standard  Steel  Car 
Co.  claim.  He  had  known  about  it  for  a  long  time,  so  I  told  him 
as  simply  as  possible  that  we  had  arranged  it  and  that  the  company 
had  made  a  fair  salvage  offer  and  that  we  had  come  to  "Washington 
to  get  the  officials  here  to  say  their  say.  He  said  he  thought  the 
time  had  arrived  when  all  the  claims  should  be  settled;  that  it  had 
been  done  before  and  that  it  should  not  be  delayed,  and  he  patted 
jne  on  the  back  fof  having  come  down  and  for  getting  a  settlement 
as  quickly  as  possible.  As  I  understand  it,  there  was  some  discus- 
sion as  to  whether  Mr.  Cory  was  in  the  room  then.  Mr.  Coty  came 
in — was  excused — went  out  again,  and  Dorr  called  Mr.  Keeves  and 
he  told  Col.  Reeves  that  he  wanted  to  get  the  settlement  as  soon  sls 

fossible  and  that  he  wanted  him  to  see  certain  people  whose  names 
have  forgotten  and  to  get  them  to  send  certain  i-epresentatives  of 
theirs  out  to  Chicago.  He  wanted  Col,  Reeves  to  go,  and  Col.  Reeves 
said  he  had  other  plans  but  that  he  could  change  his  plans  and  go  out 
to  Chicago,    He  spoke  of  Mr,  Goodrich. 

Mr.  Graham.  Of  St.  Louis? 

Col.  Hughes.  Yes. 

Mr.  Graham.  And  of  Mr.  Sofberg? 

Col.  Hughes.  I  don't  remember  if  he  mentioned  Mr.  Sofberg's 
name  or  not.  1  took  the  Broadway  Limited  back  to  Chicago,  with 
Mr.  Cory  aboard.   Col.  McFarland  was  also  aboard. 

Mr,  Graham.  Well,  let  us  understand,  Colonel:  Did  Dorr,  when 
Col.  Reeves  came  in  there,  tell  him  that  you  folks  had  made  that 
settlement;  that  in  your  judgment  it  was  a  good  settlement;  and  indi- 
cating that  he  wanted  him  to  go  out  and  approve  it? 

CoH  HuoiiES.  No. 

Mr.  Graham.  What  did  he  say,  in  substance? 

Col,  Hughes.  It  is  so  long  ago  that  I  can't  go  on  record  of  what 
he  actually  .said. 

Mr.  Graham.  State  your  memory. 

Col.  Hughes.  My  memory  was  that  Mr.  Dorr  greeted  us  hurriedly ; 
be  asked  us  into  his  office;  we  went  in  there.  I  made  a  general  state- 
ment in  regard  to  the  fact  that  the  district  ordnance  office  in  Chicago 
had  made  a  War  Department  claim  which  they  had  thought  was 
proper,  and  had  gotten  from  the  Standard  Steel  Car  Co.  a  salvage 
offer  which  they  thought  was  a  good  one;  and  that  I  had  come  to 
Washington  to  get  the  approval  of  the  proper  War  Department  offi- 
cials, I  think  I  also  mentioned — I  had  consulted  the  ordnance  board 
the  dav  hofoR".     I  think  it  was  al)ont  that  time  that  he  excused  Mr. 
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>ry,  and  Mr.  Cory  went  outside.  It  was  then  that  Mr.  Dorr  said 
[Lt  he  thought  this  plan  of  settlement  was  a  eood  one,  and  that  he 
dn't  see  any  reason  why  it  was  not  advisable  for  the  men  who  were 
;tua\ly  going  to-  put  their  final  approval  on  it  to  g:o  out  there  and 
e  the  plant  and  see  the  material  and  machines  than  it  would  he  to 
&ve  these  thines  to  consider  from  a  mass  of  notebooks  and  data, 
rhich  -would  take  considerable  time. 
Mr.  Orahau.  He  suff^ested  sending  these  men  out  himself! 
Co\.  Httohes.  I  think  he  did.  It  was  from  him;  yes.  It  was  then 
le  sent  for  Col.  Reeves  and  repeated  these  statements  to  him  and 
Lo\d  him  that  he  thought  that  he  ought  to  ^out  there,  and  it  was  his 
place,  as  ordnance  representative  of  the  \Var  Claims  Board;  that 
he  ^as  not  to  approve  these  things  on  mv  statement,  as  I  remember, 
but  on  the  basis  of  his  own  statement,  and  that  he  was  to  go  out  there 
And  see  for  himself. 

Mr.  Graham.  Did  be  indicate  to  Col.  Reeves  that  he  thought  it 
'was  a  pood  settlement ! 

Col.  HcoiiEB.  No:  I  don't  think  he  did. 
Mr.  CIhaham.  Dia  he  see  McFarland  or  did  you  afterwards! 
Col.  HuOHEs.  I  think  the  next  thing  that  happened,  as  far  as  I  am 
concerned,  was  that  I  left  Mr.  Dorr's  office  and  went  up  to  Col. 
Reeves's  office. 

Mr.  Graham.  Before  you  leave  that  office,  I  want  to  ask  you  a 
question :  Did  you  tell  Mr.  Dorr  in  that  conversation  that  the'  com- 
mittee had  passed  on  this  claim;  that  there  had  been  a  committee 
actins  on  itt 

Col.  HuOHES.  If  I  told  him  that  the  Chicago  district  board  had 
passed  on  it! 

Mr.  Graham.  I  mean  a  committee  such  as  is  usually  appointed  to 
pass  on  these  claims.  Did  you  tell  Mr.  Dorr  that  sucli  a  committee 
"had  passed  on  it! 

Col.  HuoHES.  I  do  not  know. 

Mr.  Graham.  After  you  left  Mr.  Dorr's  office,  what  next  did  you 
■do  aiiout  the  matter ;  did  you  see  Col.  McFarland ! 

Col.  Hdohes.  I  can  lead  right  up  to  this  whole  thing.    I  went  from 
Mr.  Dorr's  office  up  to  Col.  Reeves's  office.    Mr,  Dorr,  I  think,  left  the 
office  as  I  got  there,  and  Mr.  Reeves  and  I  were  in  the  secretary's  office 
and  we  went  up  to  Mr.  Reeves's  office.    It  sat  there  while  Col.  Reeves 
was  talking  with  Mr.  Dorr's  office,  and  he  got  in  touch  with  ordnance 
district  board  or  the  secretary  of  the  chairman  and  made  arrange- 
ments for  the  sending  of  the  ordnance  board  out  to  Chicago.    As  I 
remember  it,  Col.  Reeves  talked  with  Col.  Aimes,  who  said  that  Col. 
Hoff  was  chairman  of  the  board  and  said  that  we  would  have  to  see 
him.   From  there  we  went  down  to  Col.  Sears's  office  to  see  him  about 
it.  It  may  come  to  me  later  on.    Then  I  went  over  to  the  ordnance 
office.  They  were  having  a  fire  drill  there  and  everybody  was  outside. 
I  saw  Col.  Hoff  and  Mr,  Graves  out  in  front  of  the  office  and 
€ol.  Hoff  had  been  talking  with,  I  think.  Col.  Dalton,  in  regard  to 
sending  some  men  out  to  Chicago  to  act  for  the  Washington  Ordnance 
Claims  Board,  and  as  I  remember  it  again,  Col.  Dalton  said  he  could 
not  go.   Mr.  Graves  said  he  wanted  to  go  and  it  came  to  the  question 
of  getting  somebody  else  to  go.    So  Col.  Hoff  and  I  went  up  to  Col, 
McFarland's  office,  up  on  the  third  floor,  I  think,  and  saw  Col.  Mc- 
Farland and  Col,  Hoff  and  told  him  that  he.  Col.  McFarland.  had 
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better  go  out  to  Chicago,  and  Col.  McFarland  said,  **  All  right,  I 
have  some  work  and  I  have  not  been  relieved,  but  I  will  go." 

Mr.  Graham.  Did  he  tell  him  what  fort 

Col.  HooHES.  That  I  don't  remember.  I  think  he  must  have.  Ves; 
I  think  I  can  sa^  that  he  did  tell  him  what  for.  It  would  ooly  be 
logical  to  tell  hmi. 

Mr.  Graham.  Did  that  end  that  conversation  with  McFarland, 
Col.  Hughes  t 

Col.  Hughes.  I  think  so.  Then  Col.  Hoff  and  I  went  back  to  his 
office,  I  think. 

Mr.  Graham.  Do  you  remember  what  time  of  day  that  was. 

Col.  Hdohes.  No. 

Mr.  Graham.  How  soon  after  that  did  you  leave  Washington  ? 

Col.  Hughes.  I  left  at  3.10  in  the  afternoon. 

Mr.  Graham.  Got  to  Chicago  the  next  morning! 

Col.  HcGHEs.  Got  off  at  Englewood  at  9  o'clock,  I  think,  and  thero 
we  met  Col,  Reeves  and  Mr.  ^fberg  and  some  men  from  the  district 
office.  I  don't  think  they  had  anytiimg  to  do  with  the  claim.  I  think 
they  came  out  with  some  cars  to  furnish  the  tran^ortation.  We  bun- 
dled ourselves  into  the  cars  and  set  out  to  the  Standard  Steel  Car 
Co.'s  place. 

Mr.  Graham.  And  you  had  met  there  with  Col.  Reeves,  who  had 
preceded  you! 

Col.  Hughes.  Yes. 

Mr.  Graham.  At  that  inrticular  meeting  was  there  anything  said 
about  salvage  values  on  this  claim ! 

Col,  HroHEs.  A  gi-eat  deal  was  said.  That  is  what  they  were  out 
,t^ere  talking  about. 

Mr.  Graham.  Did  you  know  at  that  time  whether  requisition  had 
been  made  by  any  of  the  United  States  arsenals  for  any  of  the  mate- 
rial in  there! 

Col.  Hughes.  No. 

Mr.  Graham.  Do  you  know  how  extensive  they  were! 

Col.  Hughes.  No;  as  a  matter  of  fact,  I  do  not  tiiink  anyone  knew 
anything  about  that.  One  man  got  the  requisition,  and  it  would  be 
lost ;  as  a  matter  of  fact,  three  or  four  days  ago  a  requisition  turned 
up  that  had  been  buried  for  two  or  three  months. 

Mr.  Graham.  As  Ordnance  officer  do  you  know  the  value  of  that 
material  in  the  Standard  Steel  Car  Co.'s  plant! 

Col.  Hughes.  No. 

Mr.  Graham.  Do  you  know  the  value  of  the  machines! 

Col.  Hughes.  I  know  the  price  paid  for  them ;  yes.  That  was  a 
matter  of  record. 

Mr.  Graham.  Do  you  know  for  what  purpose  they  are  used! 

Col.  Hughes.  No. 

Mr.  Graham,  Did  you  know  what  this  nickel  steel  plate  could  be 
used  fort 

Col.  Hughes.  I  knew  no  more  what  they  could  be  used  for  than 
about  the  machines  and  buildings.  I  heard  discussions  of  some 
people  who  ought  to  know  what  they  could  be  used  for. 

Mr.  Graham.  You  had  no  special  technical  knowledge  of  your 
own  about  the  matter! 

Col.  Hughes.  No. 
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Mr.  Graham.  Well,  I  ussuiiie  that  hs  Artillery  officer  that  you 
haven't  cone  into  those  particular  matters. 

Col.  HcotiES.  There  is  no  reason  why  I  should.  An  artilleryman 
shoots  the  gun,  he  doesn't  make  it. 

Mr.  Gh.\ham.  Well,  I  assume  that  at  the  time  vou  had  that  matter 
under  discussion  you  had  that  second  letter  of  Briggs  &  Turvias 
in  vour  posses.sion  ? 

Col,  HuoHEfl.  I  had  them  all:  yes,  sir. 

Mr.  Graham.  Did  you  at  that  meeting  or  the  next  day,  at  Cliicago, 
show  that  letter  to  Col,  Reeves  or  Col.  McFarland.  either  one  of 
them? 

Col.  Hughes.  I  have  been  asked  that  question  before  and  my 
answer  is  that  I  dcm't  remember.    The  chancee  are  that  I  did  not. 

Mr.  Graham.  Well,  do  vou  know  why  you  didnt! 

Col.  Httghes.  Absolutely;  there  is  no  doubt  in  my  mind  why  I 
didn't  do  it. 

Mr.  Graham.  Well,  tell  us. 

Col.  Hdohes.  The  circumstances  were  simply  this:  We  had  made 
un  award  after  a  long  period  of  negotiation.  We  could  not  make  an 
award  simply  on  what  we  thought  was  right,  and  we  arrived  at  that 
decision  after  much  talk.  Then  the  next  job  on  the  calendar  was  to 
get  from  the  Standard  Steel  Car  Co..  or  from  somebody,  a  figure  for 
the  material  which  the  Government  owned  out  there,  and  to  do 
that — Mr,  Palmer,  you  see,  had  gotten  this  letter  from  Briggs  & 
Turivas  in  addition  to  the  Standard  Steel  Car  Co.'s  offer.  AH  the  cir- 
cumstances relative  to  those  letters,  I  have  told  vou  of.  So  vou  have 
ill  mind  the  feeling  we  had  in  regard  to  those  claims.  I  dittn't  show 
those  letters  to  Col.  Reeves  for  the  same  reason  that  I  did  not  show 
him  the  tliousands  of  letters  with  wliich  you  have  been  furnished,  or 
I  didn't  go  back  over  millions  of  details  which  had  justified  us  and 
enabled  us,  as  members  of  the  board,  to  make  up  our  mind  as  to  what 
that  total  should  be. 

Mr.  GitAiiAu.  In  other  words,  am  I  right  in  assuming  that  you 
thought  this  settlement  was  right  and  you  wanted  to  have  it  con- 
firmed. You  thought  that  you  had  made  up  your  mind  on  the  matter 
and  ns  far  as  you  were  concerned  the  matter  was  settled. 

Col,  Hughes.  There  was  no  question  in  my  mind. 

ilr,  Graham.  Why  didn't  you  want  these  other  gentlemen  to  see 
these  letters? 

Col,  Hughes.  We  would  have  shown  them  to  them  gladly  if  we  had 
thought  it  was  neces-sarj-. 

Mr.  Graham.  Didn't  vou  think  it  was  necessary  for  them  to  have 
all  the  light  that  vou  hadt 

Col,  HuOHEs.  Well,  no;  for  the  simple  reason  that  all  the  light 
that  we  had  on  the  whole  thing  was  contained  in  voluminous  corre- 
spondence— many  thousands  of  letters.  We  did  not  show  all  those 
to  them. 

Mr.  Graham.  You  were  asking  Col.  Beeves  and  Col.  McFarland 
to  O.  K.  what  you  had  done! 

Col.  Hughes.  No;  we  were  asking  them  if  what  we  had  done  was 
right. 

Mr.  Graham.  How  could  they  tell  whether  what  you  had  done  was 
right  unless  they  knew  what  you  knew! 
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Col.  HuauEB.  Well,  I  see  your  point.  You  think  I  held  out  useful 
infomitttionf 

Mr.  Graham.  I  wondered  why  it  was  unnecessary  for  tliem  if  they 
had  to  put  their  names  on  this — why  it  was  unnecessary  for  them  to 
know  wnat  you  knew. 

Col.  HuOHEa.  Yes;  but  during  that  conference  we  explained  to 
various  members  of  the  War  Department  Board  of  the  Orduance 
Board,  what  we  had  done  and  the  solution  to  which  we  had  arrived 
and  said,  as  I  say,  that  we  had  arrived  at  certain  solutions  through 
long  periods  of  negotiations  and  I  did  not  make  any  reference  to 
them  of  the  minutes  of  the  meetings  which  were  held  by  us.  I  did 
not  consider  that  the  two  letters  of  Briggs  &  Turivas  were  any  more 
important  than  thousands  of  other  letters  which  had  been  written  in 
regard  to  the  claim. 

Mr.  Graham:.  Do  you  know  that  McFarland  and  Reeves  have  said 
tliat  if  they  had  seen  that  letter  they  would  not  have  approved  that 
award? 

Col.  HnouES.  How  is  that! 

Mr.  Grabam.  In  view  of  that  statement  under  oath,  do  you  think 
that  it  was  your  duty  as  an  officer  of  the  United  States  to  give  them 
that  information? 

Col.  HnoHsa  I  can  only  repeat  what  I  said  a  moment  ago,  and  I 
think  that  if  I  had  thought  that  anybody  would  ever  claim  that  we 
were  withholding  important  information  from  them  that  we  would 
have  been  only  too  glad  to  have  shown  them  not  only  the  two  Brings 
&  Turivas  letters  but  every  letter  in  connection  with  the  claim. 

Mr.  Graham.  What  you  might  have  done  and  what  you  did  do  are 
two  different  matters.  What  we  are  concerned  in  is  what  you  did; 
what  actually  happened.  After  this  thing  had  been  done  and  these 
officers  had  put  tiieir  names  to  this  award,  what  happened  with 
regard  to  the  drawing  of  the  check  for  this  moneyt  Do  you  know 
anything  about  Uie  check  being  drawn?  Did  you  have  anything  to 
do  with  that? 

Col.  Hughes.  Nothing  at  all. 

Mr.  Graham.  Did  you  believe  at  the  time  you  had  these  officers 
out  there,  or  when  they  were  out  there,  did  yoii  believe  that  what 
they  were  signing  there  was  a  legal  note  and  in  conformity  with 
the  law  % 

Col.  Hughes.  Absolutely;  I  would  not  have  done  it  otherwise. 

Mr.  Gbaham.  Did  you  have  anything  to  do  with  that  claim  after 
that  meeting  in  Chicago? 

Col.  Hughes.  I  thmk  not;  perhaps  if  you  have  some  reference,  I 
can  answer. 

Mr.  Graham.  I  have  no  reference.  I  am  asking  you  in  a  general 
way  if  you  know  of  anything — having  anything  to  do  with  it 

Col.  Hughes.  I  don't  remember  having  anything  further  to  add. 

Mr.  Graham.  Do  you  know  if  Col.  McFarland  telegraphed  back  to 
the  district  board  and  asked  for  a  confirmation  of  his  idea  that 
the  various  items  of  that  award  had  been  audited  by  the  accountant? 
Do  you  know  anything  about  the  answer  that  Col.  Ariaon  sent  back? 

Col.  Hughes.  I  simply  know  this,  that  Saturday  afternoon,  after 
this  thinjr  liad  been  sijjned,  that  I  went  to  bed  sick  with  tonsil- 
litis and  was  sick  until  the  following  Thursday,  and  when  I  returned 
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to  the  office  I  was  informed  that  Col.  McFarland  had  asked  for  a 
confirmation,  but  I  did  not  see  the  telegram. 

Mr.  Graham.  You  had  nothing  whatever  to  do  with  the  framing 
of  that  letter? 

Col.  HuQHEa  No,  sir;  I  did  not. 

Mr.  Grahau.  I  doot  want  to  shut  you  off,  Colonel,  if  you  wish 
to  make  any  statement,  but  perhaps  it  would  he  better  for  the  rest 
to  ask  vou  any  questions  that  they  may  want. 

Mr.  Jeffbbis.  What  experience  had  you  here  in  Washington  in  set- 
tline  claims? 

Col.  Hughes.  That  answer  is  in  the  record  to  the  effect  that  when 
I  volunteered  iny  services  to  the  Ordnance  Department  in  May,  I 
think,  of  1918,  1  was  given  a  job  settling  claims  for  the  Chilean  gun. 
It  was  May  of  1919. 

Mr.  Jbftebib.  Was  that  a  large  contract? 

Col.  Hughes.  I  have  forgotten.  I  imagine  for  12-inch  guns  it 
did  not  amount  to  very  much. 

Mr.  Jeffbris.  For  the  Chilean  Government? 

Col.  HuOHES.  Yes, 

Mr.  Jefferib.  Is  that  the  only  claim  with  which  you  had  any- 
thing to  do  in  settlement  before  you  went  to  Chicago? 

Col.  Hughes.  No;  it  wasn't  the  only  claim  I  had  anything  to  do 
with,  because  my  opinion  had  been  asked  in  regard  to  several  other 
claims  whirh  were  under  negotiation  in  the  Ordnance  Office.  I 
didn't  have  anything  to  do  with  them  except  to  cite  ray  previous  ex- 
perience in  regard  to  those  matters.  They  were  claims  for  materials 
orders  for  which  had  been  placed  in  my  office, 

Mr.  Jbffebis.  What  is  the  first  knowledge  as  to  whether  there  wns 
any  general  undei-standing  in  the  Ordnance  Claims  Boards  as  to  what 
|>prcentage  it  was  customary  to  allow  for  increased  facilities  in  selling 
to  contractors?  Have  you  any  general  claims  in  the  different  boards 
as  to  the  fair  settlement  for  increased  facilities,  sold  and  purchased 
by  the  contractors  which  they  desire  to  buy? 

Col.  Hughes.  I  don't  thins  there  was  any  stated  percentage. 

Mr.  Jeffehis.  Was  that  ever  discussed  around  among  the  head 
men  of  the  War  Department  claims  board  as  to  what  was  consid- 
ered a  fair  settlement? 

Col.  HuoHBS.  Possibly  so,  but  I  have  had  very  few  dealings  with 
War  Department  heads. 

Mr.  Jefferis.  Or  the  war  claims  board? 

Col.  HuoHEa  Or  the  war  claims  board,  too. 

Mr.  Jefferib.  Well,  was  there  any  percentage  or  any  theory  of 
letting  the  contractors  retain  the  increased  facilities,  buildings,  etc., 
at  n  certain  percentage  of  the  cost  of  construction  ? 

Col.  Hughes.  As  I  understand  it  the  percentage  was  the  cost  of 
the  facilities  to  be  paid  by  the  contractor  in  settlement  of  his  claim 
when  he  desired  to  take  these  facilities  over,  dependent  on  the  cir- 
cumstances, the  kind  of  facilities  they  were,  and  the  location,  and 
I  have  been  given  to  understand  that  the  percentage  ran  all  the  way 
from  26  to  60  per  cent,  and  sometimes  even  higher  than  that.  If  a 
plant  had  Iteea  put  up  for  a  si>ecial  purpose  and  a  contractor  was 
to  continue  in  that  work  after  the  armistice  he  paid  in  that  case  a 
very  much  hi^er  percentage  than  he  would  for  a  place  put  ud  for  a 
type  of  work  which  was  no  longer  to  be  manufactured. 
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Mr.  Jetfesis.  From  who  did  you  get  that  understanduig! 

Col.  HuoHES.  That  was  an  understanding  that  I  had  gathered 
from  listening  to  the  discussions  of  these  settlements  while  sitting  as 
a  member  of  the  Chicago  War  Claims  Board. 

Mr.  Jepferis.  Did  you  also  gather  that  in  Washington  here  before 
you  went  to  Chicago! 

Col.  HcoHES.  No ;  my  experience  in  settlements  of  claims  was  veiy 
limited. 

Mr.  Jeftebis.  I  tmderstand  it  was  very  limited,  but  I  wanted  to 
gather  what  ideas  you  got  saturated  with  out  there  or  from  the  "War 
Department.  This  committee  finds  that  it  seemed  to  be  prevaJent 
that  during  the  turning  back  of  these  facilities  to  the  contract<Mrs 
this  has  been  done  for  little  or  nothing.  I  want  to  know  if  that 
idea  was  prevalent  and  used  by  others  of  the  War  Department! 

Col.  Hughes.  No;  I  think  that  if  you  have  been  informed  to  that 
effect  that  your  information  is  incorrect,  because,  speaking  from  my 
own  limitetl  knowledge  of  conditions,  I  have  never  gatnered  that 
the  War  Department  or  any  other  Government  agency  was  inspired 
with  the  idea  that  they  should  turn  these  facilities  back  to  the  con- 
tractors for  a  ver>-  stnall  amount.  In  other  words,  if  they  had  on 
their  hands  certain  facilities,  it  was  up  to  them  to  get  something  for 
them. 

Mr.  Jepferis.  You  were  not  authorized  to  sell  them  to  anybody 
else  other  than  the  contractor  by  the  claims  board  of  Chicago!  The 
War  Claims  Boaixl  did  not  authorize  you  to  sell  them! 

Col.  Htjohes.  There  was  a  regular  routine  by  which  they  conld  be 
sold  to  other  persons— other  than  the  contractor. 

Mr.  Jefferis.  The  correspondence  shows  you  did  not  sell  to  any- 
body but  the  contractor. 

G>I.  HuoHES.  That  is  a  fact. 

Mr.  Jeffebis.  So  that,  as  a  matter  of  fact,  when  a  person  contracts 
or  undertakes  to  settle  a  contract  or  claim  with  a  contractor,  you 
have  no  chance  to  really  sell  it  to  anybody  else  other  than  him! 

Col.  Hcghes,  Yes ;  we  have  a  chance. 

Mr,  Jefferis.  You  turn  the  facilities  and  machinery  or  fadlities 
over  to  the  salvage  board.  The  salvage  board  would  look  after  that 
then. 

Col.  Hdohes.  It  so  happens  that  the  district  claims  board  is  also 
the  operating  head  of  the  salvage  board.  It  is  a  different  organiza- 
tion—different personnel. 

Mr,  Jefferis.  It  would  be  handled  by  a  different  body,  wouldn't  it ! 

Col.  HooHEB.  Yes;  practically. 

Mr.  Jefferis.  Now,  you  were  assigned  this  claim  for  settlement, 
as  I  understand  it,  with  the  Standard  Steel  Car  Co.  You  had  two 
alternatives — either  to  settle  it  and  sell  it  to  the  Standard  Steel  Car 
Co.,  or  else  turn  it  back  to  the  salvage  board.    Is  that  it! 

Col.  HnoHEs.  That's  right. 

Mr.  Jefferis.  Now.  what  is  the  disposition  here  of  the  war  claims 
board!  Isn't  it  to  get  the  contractor  to  take  these  facilities!  Isn't 
that  the  disposition  to  retain  it  at  some  price,  if  possible! 

Col.  Hroiree.  Do  you  mean  to  the  disadvantage  of  the  Govern- 
ment! 

Mr.  Jefferis.  I  don't  know  whether  it  is  disadvantage  or  not.  bnt 
isn't  that  their  general  understanding! 
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Col.  HoRtiES.  Xo;  tlie  purpose  of  di£^osing  of  all  of  these  is  to 
•listose  of  them  to  tlie  advantaee  of  the  Government.  As  to  the  sale 
of  them  through  the  salvage  Doard,  and  make  more  money.  We 
ordinarily  sell  through  them. 

Mr.  Jgfferis.  Diayou  consult  the  salvage  board! 

Col.  HuonKS.  Yes;  we  have  a  letter  in  the  files  signed  by  the 
chairman  of  the  District  salvage  board,  giving  his  approval  to  this 
claim. 

Mr.  .Ieffebis.  Who  is  that? 

Col.  Hdghes.  Col.  E.  F.  Norton. 

Mr,  Jeffebis.  Did  he  make  anv  investigation? 

Col.  HcoHEa.  I  imagine  he  did.  I  donx  think  a  man  would  sign 
»  letter  without  giving  it  an  investigation.  I  do  not  know  what 
investigation  he  made. 

Mr.  Jefferis.  Well,  now,  I  will  go  back  a  little.  You  were  over 
in  France  and  Col.  Jenks  sent  for  you  to  come  back  here  and  go  on 
the  claims  board! 

Col.  Hlgiies.  I  do  not  know  who  sent  for  me,  but  I  got  a  tele- 
gram. It  was  received  over  there,  telling  the  chief  ordnance  officer 
over  there  that  I  was  wanted  back  in  this  country  for  the  purpose 
of  settling  claims. 

Mr.  Jeffebis.  Who  sent  you  that  telegram? 

Col.  HrcHEs.  Chief  of  the  ordnance.  All  telegrams  come  through 
the  chief  of  ordnance. 

Mr.  Jefferis.  I  thought  you  mentioned  Col.  Jenks. 

Col.  PIi'OHES.  Yes,  but  I  stated  it  was  officially  from  the  chief  of 
ordnance. 

Mr.  Jeffebis.  In  what  connection  did  you  mention  Col.  Jenks? 

Col.  Hughes.  As  the  possible  originator  of  this  cablegram. 

Mr.  Jefferis.  Now,  there  is  a  Jenks  <onnect€d  with  Sie  Standard 
Steel  Car  Co.;  is  he  related  to  this  Jenks? 

Col.  HnouES.  Not  that  I  know  of;  I  think  that  was  discussed  in 
your  previous  hearing,  with  Mr.  Russell.  'I  think  Mr.  Russell  stated 
that  he  was  not. 

Mr,  Jefferis.  Do  you  know  whether  he  is  or  not? 

Col.  HroiiEs,  I  do  not  know, 

Mr.  Jefferis.  Did  you  ask'  to  be  assigned  to  Chicago? 

Col,  HcoHES,  Yes. 

Mr,  Jefferis.  How  did  you  happen  to  do  that? 

Col.  Hdohes.  When  I  was  assigned  to  Field  Service  I  was  told 
that  I  could  have  my  choice  of  any  station.  I  was  told  that  I  could 
eo  to  San  Francisco;  that  I  couid  go  to  Atlanta;  I  could  go  to  the 
Pacific  coast:  that  I  could  go  to  trie  Panama  Canal  Zone;  that  I 
could  go  to  Hawaii. 

Mr,  Jefferis.  Or  Chicago. 

Col,  Hdohes.  Or  Chicago;  yes. 

Mr.  Jeffebis.  And  you  selected  Chicago? 

Col.  Huomes.  Selpcted  Chicago;  yes. 

Mr,  Jefferis.  After  you  had  been  out  there  for  a  time,  as  I  under- 
stand it,  Mr,  Jiu^sell  and  Col.  Arison  turned  over  this  Standard 
Steel  Car  Co.  claim,  did  they? 

Col,  IIooiiES.  Yes. 

Mr.  Jeffebis.  At  that  time  the  Government  was  maintaining  the 
Standard  Steel  Car  Co.'s  cost-accounting  section,  was  it  not! 
1412U— 20-VUI.  2— 71 
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Col.  Hdgites.  Yes;  they  had  accountants  out  there.  They  h»: 
cost  accountants  out  there  on  duty  ever  since  the  contract  was  plac^. 
for  the  purpose  of  auditing  all  Government  expenditures. 

Mr.  Jeffbris.  What  did  you  do  with  that  o^-accounting  serrii^ 
after  you  took  charge  of  this  case? 

Col.  Hdghes.  I  (fi^dn't  do  anything. 

Mr.  Jbffebib.  Did  you  consult  them? 

Col.  HnOHES.  Yes  J  they  were  consulted  all  through  the  negotl- 
tions.  All  my  negotiations  with  the  accountants  of  the  plant  wtn 
taken  up  through  Mr.  Miller  in  the  Chicago  office. 

Mr.  jEFFERifl.  When  did  you  first  take  it  up  with  Mr.  Miller! 

Col.  HiTOHES.  I  think  that  the  first  time  I  took  up  the  question  of 
getting  an  account  from  Mr.  Miller  was  the  day — or  the  day  after 
the  final  award  as  drafted  at  our  office,  had  been  devised  or  forma- 
lated.  I  took  the  claim — I  think  you  have  sheets  there,  where  I  havt 
the  sheets  drawn  up  showing  the  original  claim,  and  showing  tk- 
original  claim  on  the  right — I  know  you  have  it  if  you  have  Mr. 
Blakey's  letter  here. 

Mr.  Jefferis.  That  was  a  few  days  before  this  settlement  was 
made  I 

Col.  HuoHEfl.  I  can't  tell  you  the  exact  data. 

Mr.  Jefferis.  Did  you  go  into  the  question  to  see  what  items  of 
the  claim  bad  been  audited,  or  not,  by  the  Government  accountantf ' 

Col.  Hughes.  The  items  of  the  claim! 

Mr.  Jefferis.  Yes. 

Ool.  Hdqhbb.  You  see,  the  claim  was  divided  up  into  10  differeoi 
8<^hedulps  and  some  of  which  during  the  period  of  negotiations— 
and  you  must  understand  at  all  times  that  this  was  a  negotiated 
settlement.  Negotiations  ran  from  a  range  of  $2,429,000  on  our 
part  and  approximately  $4,200,000,  we  will  say  of  the  Standard  Stwl 
Car  Co.,  as  supported  from  their  original  claim  of  $6,733,000,  thf 
value  of  settlement  and  other  costs  which  would  be  vouchemi 
through  in  the  ordinary  course  of  events— $2,750,0(>0  on  our  part 
and  $3,600,000  on  the  part  of  the  Standard  Steel  Car  Co.,  kdiI 
$3,000,000  on  our  part  and  $3,100,000  on  the  part  of  the  Standard 
Steel  Car  Co. 

Mr.  Jefferis.  Did  you  then  negotiate  the  settlement!  How  was 
it  you  negotiated  the  settlement! 

Col.  Hughes.  What  other  kind  of  a  settlement  are  you  think- 
ing of! 

Mr.  Jefferis.  You  certainly  took — and  availed  j'ourself  of  th* 
information  these  cost  accountant  men  had! 

Col.  Hughes.  Yes,  indeed.  I  think  the  knowledge  of  the  coa 
accountants  down  there  was  made  use  of.  I  know  it  was.  All 
during  the  period  of  the  negotiations  we  used  it, 

Mr.  Jefferis,  In  what  way! 

Col.  HuoiHEs.  For  instance,  statements  were  issued  by  the  ac- 
countant. Mr.  Blakey,  who  was  the  accountant  in  charge,  in  many 
instances  prepared  statements  for  Col.  Arison  who  got  information: 
information  was  also  secured  through  Mr.  Miller, .  acting  super- 
visor, and  I  know  that  various  statements  were  fumishea  by  Mr. 
Riakey  and  used  during  the  period  of  the  claim  settlement. 

Mr.  Jefferis.  But  what  I  am  getting  at  is,  why  this  negotiated 
plan  of  settlement,  when  the  Government  had  maintained,  and  could 


^cmim*^'^7^®^  in  a  very  short  while,  the  exact  conditions  of  that 
!.„.    J^Vi       " '^y    "was  it  necessary  to  negotiate  the  settlement  rather 
O    1    y?"^   *'^®  figures  of  the  Government^ 

.T'^*-  **^aiiEa.  Becauce  the  original  claim  set  up  certain  items  in 
f-nt^        ^'  *^*  ■which  you  are  perhaps  very  familiar.     There  is  pre- 
«nie(l  a  claim — an  item  for  $1,000,000  due  to  delav,  and  no  receipt 
X€*    •i^'awings  or  specifications. 
"*"•    Jej^itiris.  Did  you  allow  that? 
^ol.   HxjGHEs.  No,  we  didn't  allow  it,  in  its  entirety. 
f}^:  Jeffbris.  Did  you  allow  any  of  that? 
-^  *-o»-  HuoHEs.  At  that  we  allowed  an  item  of  $99,000  and  another 
Item   of  $261,000. 

Mr.   Jeppkris.  Kot  under  that  head,  that  you  allowed  it* 
v-ol.  HxjQHEs.  We  always  considered  it  as  cominff  under  the  head 
of  schedule  1. 

V^"   Jeffehis.  As  I  remember  it  that-  was  allowed  to  some  other 
head — they  charged  it  to  some  other  head. 

Col.  Htiohes,  les;  you  .'see  when  the  original  claim  was  set  up, 
they  had  10  schedules.  The  first  schedule— 10  schedules  $10,633,000. 
The  first  item  was  $1,000,000  for  delay,  schedule  2  was  an  item  of 
$2,000,000;  schedule  3  was  an  item  of  $890,908  for  special  services 
rendered  there. 

Mr.  Jefferis.  I  knew  that  they  had  a  big  claim  of  that  kind  up  to 
a  total  of  $7,000,000.  Now,  then,  they  changed  their  claim  later  on 
Htid  cut  it  down  considorablv,  didn't  theyf 

Col,  HooHES.  Yes ;  I  think  that  can  be  shown  by  the  reductiMi  that 
I  have  shown  from  $4,200,000  down  to  $300,000. 

Mr.  jEFFiJua.  Now.  what  investigation  did  you  make  into  this 
charge  of  $121,585.57?     [Indicating.] 

Col.  HcoHEs.  We  have  a  statement  from  the  cost  accountant  of  the 
plant  that  that  charge  was  correct  and  that  it  had  been  audited  alt 
along  as  the  work  was  done,  but  I  think  the  cost  accountant  at  the 
plant — I  do  not  know  whether  he  did  it  on  his  own  authority,  or  did 
it  by  instructions  from  some  one  else— he  held  up  that  amount  after  it 
had  been  audited.  That  was  an  audited  amount. 
Mr.  Jefferis,  By  whom? 
:  Col.  HuQiiEs.  By  the  accountants.    The  Govenunent  accountants 

at  the  plant. 

Mr.  Jefferib.  They  contend  that  claim  has  been  originally  about 
$200,000  for  the  Standard  Electrical  Co.,  and  they  refused  to  pay  a 
large  part  of  it  as  an  unjust  charge. 
OdI.  Hughes.  Who  refused! 
Mr.  Jefferis.  The  Government. 

Col.  Hughes.  Mr.  Kus.sell  would  not  let  it  go  through. 
Mrl  Jefferis,  Why  should  it  not  be  here  and  be  allowed  as  a  part 
of  the  claim? 

Col.  Hughes.  If  I  can  refer  to  the  correspondence  I  can  tell 
\ou.  of  course,  why  it  was  allowed.  I  can  show  you  memoranda  that 
I  wrote  to  Mr.  Russell  and  it  was  finally  allowed  for  the  follow- 
-  ing  reasons:  Have  you  rend  these  mmutes,  Mr.  Jefferis,  be- 
cause they  are  very  important,  showing  methods  that  we  adopted 
in  arriving  at  these  amounts  are  very  clearly  shown.  Regard- 
V        less  of  that — the  reason  that  that  payment  was  allowed  by  the  dis- 
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trict  claims  board  is  Chicago  was  this:  There  are  several  reasons. 
This  contract  wa-s  one  which  had  been  placed  during  the  hustle 
iind  bustle  of  war  time,  when  everjbody  was  clamoring  for  artillery. 
Time  was  tlie  onlv  thing  we  did  not  have  enough  of.  It  was  abso- 
lutely imi)ortant  from  the  Government  standpoint  that  240  mm,  how- 
itzer carriapps  be  manufactured  and  manufactured  promptly.  We 
had  certain  Government  officials  out  at  the  plant,  authorized  and  in- 
stnicted  to  approve  subcontract  when  it  became  necessarj'  to  in- 
corporate these  facilities  into  certain  electrical  work,  and  a  contract 
was  made  by  the  Standard  Steel  Car  Co.  with  the  Standard  Klec- 
trical  Co,  for  this  work. 

Now,  lus  to  the  difficulties  that  arose  and  as  to  the  bribery  and  silver 
chest  and  the  automobile  and  all  those  things,  you  know  about  those 
things  as  much  as  I  do;  it  is  hearsay  as  I  recall  it.  In  other  words, 
there  arose  a  contract  for  work  which  was  necessary  and  it  was  drawn 
up  hurriedly  and  it  was  approved  at  the  plant  by  the  proper  Govern- 
ment offieinls.  Each  stamped  his  O.  K.  on  the  thing  and  turned  it 
loo:io.  In  the  coui-se  of  events  certain  changes  arose,  and  as  a  result 
of  that,  the  work  waft  stopped  and  the  Government  refused  to  reim- 
burse the  Stundard  Steel  Car  Co.  for  money  which  they  had  paid  to 
the  Standard  Electrical  Co.  Now.  we  felt  this  thing  was  paid  by  the 
Standard  Steel  Cnr  Co..  was  right,  and  my  belief  was  that  it  was 
justly  incurred,  and  this  was  at  the  time  Ihe  contract  prepared  dur- 
mp  the  hurrj-  and  the  war  came  up.  And  in  the  cold  light  of  day. 
after  the  armistice  was  signed,  and  after  a  proper  Government  of- 
ficial had  approved  this  Standard  Electrical  contract  claim — I  could 
not  say  that  he  had  done  what  he  should  not  have  done. 

Mr.  Jrfferis.  Did  anyone  approve  the  amount? 

Col.  Hughes.  Approved  the  contract. 

Mr.  .Iefferis.  But,  I  mean  as  to  the  amount  under  the  contract! 

Col,  Hdohes.  The  amount  was  purely  incidental  to  the  contract. 

The  contract  was  approved  and  a  charge  was  permitted  under  that 

contract.    It  was  paid  due  to  the  fact  that  we  had  had  all  this  scandal 

and  notoriety.    I  have  seen  many  clippings  in  regard  to  the  thing. 

■  I  really  thinli  that  nobody  wanted  to  be  identified  with  paying  it. 

Mr.  Jefferis.  Why* 

Col.  Hughes.  Good  Lord !  tlie  whole  combination  of  circumstances, 
the  newspaprs,  the  statements,  the  Military  Intelligence  had  been 
into  this  thing,  and  they  questioned  everybody,  and,  as  I  understand 
it,  the  Military  Intelligence  had  taken  this  thing  as  far  as  the  dis- 
trict attorney."  who  reported  that  the  cireumstances  were  such  that 
they  had  no  case,  and  I  think  at  that  time  that  the  thing  should  have 
been  paid  for,  but  it  was  not  paid.  I  do  not  know  the  reason  why  it 
was  not  paid,  but  it  was  not.  Then  it  came  to  paying  this  item  of 
$121,000  for  this  work 

Mr.  Jefferis.  Well,  yon  say  that  Mr.  Bussell,  Mr.  Arison  and  you 
agreed  to  pay  it? 

Col.  Hdohes.  Absolutely.  It  was  passed  unanimously  by  the 
Claims  Board.  Mr.  Russell  did  not  happen  to  be  present  when  the 
matter  was  presented  and  passed.  Mr.  Marshal!  was  present  and  all 
the  other  members  of  the  board,  and  the  thing  wa,s  thoroughly  dis- 
cussed and  was  passed  unanimously, 

Mr.  Jefferis.  When  this  claim — when  was  this  final  award  made. 
Was  that  up  to  December  26,  the  day  it  bears  date? 


\T^"  ^^^'''Es.    I  did  not  get  vour  question. 

A\Vh    .''^T'^Ria.    The   District' Claims   Board  awarded   this  claim, 

r*-",'^  *"   o»»r   record  and  bears  date  of  September  26.  that  is  the 

ne  aate  as  the  award— that  was  the  date  that  this  award  was  made 
.««-  -i  ^  *"^  Standard  Steel  Car  Co.  Had  you  found  a  claim  with 
lat  Item  in  it  just  before  tbatt 

^1.   Htjohes.   What  item? 
O   A  *'^*"*^»19-  The  item  of  $121,000. 
^oi.    H.TIOHE8.  Yes.  that  item  was  in.     I  wrote  the  orimnal  claim 

,  °!}-'^-  Jepferis.  Well,  now,  the  Cost  Accounting  Section  really 
^•laitned  that  that  was  not  a  proper  claim.  Col.  Hughes;  what  do  you 
Know   about  that?  '  "^    " 

^-^1.  UtioMES,  I  do  not  know  what  thev  claimed  to  you  people. 
Mr.  Jefferis.  What  did  they  claim  to  you? 

*-'Ol,  HcoMEs,  The  cost  accountAnts  were  never  consulted,  as  far  as 
tne  advisability  of  allowing  that  claim.     They  were  simply  consulted 
■  ??  ***  whether  or  not  that  amount  had  been  paid  by  the  United  States 
<^ovenunent. 

Mr.  JcFFEBis.  And  you  found  that  it  had  been  paid  hy  the  Stand- 
ard Steel  Car  Co.! 

^ol.  Hdohes.  Not  only  found  it,  but  knew  it.    I  had  the  cost  ac- 
.    countant's  word  for  that. 

,  Mr.  Jeffehis.  Now,  this  item  of  $99,000  for  period  of  nonproduc-  ■ 
tion — now,  what  investigation  did  you  make  of  that  before  it  was 
allowed  * 

Col,  Htioheh.  That  carrying  charge  was  a  question  of — may  I  go 

back  just  a  minute  and  give  you  the  line  we  followed  in  this  matter? 

The  original  claim  of  the  Standard  Steel  Car  Co.  was  divided  into  10 

schedules— $1,000,000  under  one,  and  so  on,  as  I  said  a  moment  ago. 

When  we  got  into  negotiations  with  Mr,  Cory  I  told  him  that  we 

could  not  allow  $1,000,000  under  a  claim  for  delay.     Just  simply  said. 

"  We  can't  allow  $1,000,000."     Then  the  question  was  discussed 

whether  there  was  not  Fome  way  under  which  thev  could  be  recom- 

'       pensed  for  delay,    I  know,  and  you  know,  and  anylwdy  else  familiar 

with  the  contract  and  familiar  with  the  manufacture  of  240-milli- 

meter  howitzer  carriages  knows,  that  there  was  delay.     I  would  like 

to  read  to  vou  a  letter  from  the  Watertown  Arsenal,  dated  October 

8,  1918.  which  is  as  follows  [reading] : 

Watkbtown  Ashrnal. 
Waterlottn.  ilasx..  OHolicr  S.  19IK. 
Mr.  W.  G.  CoiY, 

standard  Steel  Cai-  Co.,  Wa»hingtim,  D.  G. 
Mv  Dear  Mr.  Cobv  :  I.  Coinplj'InK  with  proiui!^  to  furnisih  you  with  a  ciipy 
of  tlie  niinutps  uf  the  ciiiirercnn'  hel<l  at  tills  nrsenal  Septeuihcr  17.  IfilS.  nn<l 
answers  to  the  qu««il<>nK  prepnreii,  tture  in  Incloseil  report  In  question  to- 
Ifelher  with  copy  of  letter  revived  from  BrlR.  Gen.  C.  B.  Wlieeler,  Chief  Ord- 
naniv  Olflcer,  Araeriean  Expeditionary  Forces,  together  with  copy  of  memo- 
randum from  Mr.  F.  H.  Blandint:  and  one  from  Mr.  B.  Hammcrstmni.  Yon  are 
tnfonnMl  that  chnng^  are  now  being  incorporated  in  the  drawings,  and  these 
will  be  completed  In  a  few  days. 

2.  Id  conference  of  this  kind  generally  the  high  spots  are  touched,  and  wb«i 
matters  are  sifted  through  In  detail  a  great  many  points  are  discovered  which 
require  further  Investigation;  and,  as  conference  after  conference  have  been 
held  st  this  arsenti,  taking  up  the  time  of  a  number  of  officials,  and  after- 
warde  accumolntlng  a  great  deal  of  revisions,  this  has  taken  a  little  longer 
than  was  expected,  but  It  Is  hoped  that  with  the  Information  yon  gained  at 
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tbe  tlnte  of  the  conference,  and  the  report  herein,  and  the  drawings  to  follow. 
It  win  tend  toward  a  better  240-nillllmeter  howitzer  carriage,  a  t>eaatlfiil 
wenpoD,  which  when  placed  on  the  soil  of  the  enemy  will  blow  the  damn  Hnna 
into  hell. 

Yours,  sincerely. 

r.  Bkaukk. 
Chief  DraftamoM. 

Mr.  Jefferis.  This  is  put  in  here  as  current  charges  for  nonpn»- 
duction.     Was  not  the  Govemmwit  paying  that? 

Col.  Hi:ghes.  Tliej-  were  paying  6  per  cent  depreciation  on  the 
claim. 

Mr.  Jefferis,  On  the  total  valuation  of  that  plant,  which.  I  think. 
Mr,  Blakev's  statement  gives  as  seven  million  and  some  thousand 
dollars.    Then  what  is  this  $99,000? 

Col.  HrcHEs.  That  $99,000  is  an  item  which,  we  were  informed 
by  Mr,  Graves  when  he  came  out  from  Washington  on  a  visit  to  the 
district  office — he  informed  us  that  he  had  advance  information  th«t 
it  was  to  be  allowed  by  the  War  Department  Claims  Board  as  a 
method  of  reimbursing  the  contrctor  for  a  plant  which  he  owned 
and  which  was  inoperative  pursuant  to  this  contract,  which  be 
couldn't  use  for  otlier  business  or  for  commercial  business. 

Mr.  Jefferis.  And  you  think  Mr.  Graves  is  responsible  for  that 
item  of  $99,000? 

Col.  HroHES.  I  am  not  saying  that  Mr.  Graves  is  responsible.  I 
am  saying  that  Mr.  Graves  told  us  that  he  thought  an  allowance  of 
that  kind  was  permitted  under  the  War  Department  ruling. 

Mr.  Jefferis.  Who  did  he  tell  that? 

Col.  HioHES.  He  told  that  to  Col.  Arison  and  myself. 

Mr.  Jefferis.  Was  that  the  reason  that  you  allowed  'it\ 

Col.  HuoHES.  To  come  in  the  amount  as  an  itemt 

Mr,  Jefferis.  Yes. 

Col.  HroHES.  No;  the  amount  of  $99,000  was  arrived  at  this  way: 
That  was  figured — we  first  figured  the  value  of  the  plant.  The  mia- 
utes  of  those  meetings  show  that  we  tlioroughly  discussed  that  matter. 

Mr.  Jekferis.  TaKe  vour  next  item,  "Lnabsorbed  administrntivc 
expense.  $261,251." 

Col.  HtroiiEs.  We  got  at  that  after  a  long  period  of  negotiation. 
You  will  find  that  on  page  62  of  these  minutes. 

Mr.  Jefferis.  Did  vou  have  that  audited  by  the  accountants  of 
the  War  Department? 

Col.  Huoiies,  We  had  a  figure  from  Mr.  Blakey  to  the  effect  that 
he  went  to  Pittsburgh,  and  as  a  result  of  those  negotiations  with  the 
Standard  Steel  Car  Co.  officials  down  there  he  arrived  at  the  amount, 
I  think,  of  $670,000,  which  was  the  proper  charge  for  administrative 
overhead  on  the  Government  basis  for  the  Standard  Steel  Car  con- 
tract. In  arriving  at  the  amount  of  $3,000,000  we  took  into  con- 
sideration the  fact  that  the  Standard  Steel  Car  Co.  had  approxi- 
mately $84,000,000  in  contrcts.  I  think  that  overhead  charge  they 
had  given,  an  annual  overhead  of  $800,000  a  year,  and  they  added 
!>0  per  cent  of  that  to  tlie  amount,  and  we  paid  them  on  the  basis 
that  their  place  was  worth  $42,000,000.  That  overhead  was  paid 
and  passed  by  the  accountant  during  the  years  of  1917  and  1919,  but 
during  tlie  period  of  1918,  due  to  the  fact  that  the  company  was 
delayed,  as  we  have  every  evidence  in  the  world  to  believe  that  they 


it»  Google 


ORDNANCE.  2399 

were  delayed,  the  direct  labor  at  the  Hammond  plant  was  not  suffi- 
ciently i-eiiiuneiative  or  not  sufficiently  lar^  to  carry  the  proper 
proportion  of  the  administrative  overhead.  Do  I  make  myself  clear 
as  to  that? 

Mr.  Jefteris.  \o.  According  to  Mr.  Blakey  and  the  other  account- 
ants, they  said  that  the  overhead  to  be  charged  to  this  contract  was 
about  $10d,000,  and  which  bad  been  paid,  according  to  the  cost 
accounting  section. 

Mr.  GiuiiAH.  They  said  that  $109,000  had  been  paid  and  accepted 
■>y  the  company. 

Col.  Hdotibs.  Did  you  say,  Mr.  Graham,  that  $109,000  had  been 
paid  { 

Mr.  GtuiiAH.  Exactly,  and  agreed — and  thev  took  a  voucher  for 
it,  and  other  accountants  corroborated  Mr.  Blakey.  There  were 
three  of  them,  Mr.  Miller  and  Mr.  May  and  another  man. 

Col,  HcGKEs,  I  remember  the  testimony,  but  I  don't  remember 
whether  that  remark  wa-s  made. 

Mr.  Jefeews.  Who  furnished  the  Sgures  for  that  $261,000? 

Col.  HuoHES.  Mr,  Blakey — L.  J.  Blakey,  the  cost  accountant  at 
the  Standard  Steel  Car  Co.  plant. 

Mr.  JepFERis.  Did  he  make  up  this  award  or  have  anything  to  do 
with  making  it  up — in  award! 

Col.  HuoHEs.  Yes;  as  much  as  it  was  possible  to  do,  because 
continuous  reference  was  made  to  Mr.  Blakey  with  regard  to  the 
figures  used  in  arriving  at  the  settlement. 

Mr.  Jefferih.  Had  it  all  been  audited,  as  you  understand,  or  how 
did  he  get  at  those  fieurest 

Col,  HnoiiEs.  Well,  we  used  as  the  basis  of  figures,  the  proper 
overhead  which  was  6  per  cent.  That  was  all  over  the  country  as 
I  remember  it.    Here  is  what  Mr.  Blakey  -said : 

$26].2.'il.45.  I  went  to  Butl<>r.  Pa,,  and  audited  their  admlolstratlve  ac- 
pennes  which  covers  their  Bntler  office  and  their  Plttsburfth  office,  and  after 
tirttllnt;  up  here  their  entire  a<lmlnt<itrstive  expenses  from  November  17,  to 
June,  1019,  Inchixtve.  and  the  amount  that  was  applicable  to  all  Qoverninent 
contracts,  whether  It  whb  at  the  Hammond  or  whether  It  was  at  the  other 
plonts.  the  total  of  fUtTli  S(».ia  After  urrl  vtnit  at  that  anioant  which  was  agreed 
to  by  their  treasurer,  Mr.  Gtllesple,  we  beican  to  prorate  to  the  four  planta. 
They  have  two  plants  at  HAmmoml ;  they  have  one  plant  at  Butler  and  one 
plant  at  Newcastle,  and  we  prorntpd  that  (600.000  to  those  four  plants  on  an 
equitable  basis. 

Mr,  Jeffehis  (reading) : 

In  other  words  if  yon  Uke  this  MSe.OOO  ond  add  it  to  the  $800,000  that 
had  been  paid.  It  gives  them  11,456,000.  Now,  based  on  the  total  cost  for  the 
work  In  procesi  and  the  carriaceB  completed,  they  should  have  $1,050,000.  He 
■ays  that  Is  an  Item  that  would  require  approximately  90  dayx  to  audit.  And 
In  onler  to  audit  that  correctly  the  contractor  would  have  to  be  forced  to  fur- 
nish recordB  which,  at  the  present  time,  they  are  holding  bach.  They  will 
not  Klve  the  Government  accountantB  those  records,  and  they  are  doing  Ihat  in 
order  to  gn  that  amount,  while  we  bnve  from  our  oini  records  that  we  have 
bnilt  up  since  I  have  been  here — my  contention  in  tliat  figure  should  not  be 
over  IS.'iO.OOO,  and  that  la  very  conservative. 

Mr.  Gbaham.  According  to  the  business  done ! 

Col.  HnoHES.  No,  sir;  according  to  the  productive  labor,  that  is 
the  method  used  by  all  accountants  and  agreed  to  by  them,  and  in 
doing  that  the  Government  absorbs  the  figures  that  are  mentioned 
here— $109,000  of  the  $670,000— and  the  trea-surer  of  the  company 
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complimented  me  and  thought  I  \ras  very  liberal,  and  said  that  it 
was  a  very  liberal  settlement,  and  that  "  he  could  ntrt  have  asked  for 
any  more,"  and  we  vouchered  and  paid  to  them  $109,000,  which  was 
all  that  they  claimed. 

Mr.  Grahau.  And  that  had  been  paidi 

Col.  Hdohes.  That  had  been  paid. 

Mr.  Graham,  As  a  part  of  the  costs? 

Col.  Hughes.  As  a  part  of  the  costs.  Then,  they  come  along  with 
this  claim  for  administrative  expenses. 

Mr.  Graham.  Did  you  really  consult  these  cost  accountants  at  any 
time,  or  did  you  just  proceed  to  negotiate  a  settlement  and  pay  no 
attention  to  tnese  cost-account  people? 

Col.  Hughes.  In  answer  to  that  question  I  can  say  for  this  board 
that  Col.  Arison  repeatedly  called  in  the  cost  accountant  for  infor- 
mation regarding  th^  audit.  We  had  a  continuous  audit  for  quite  a 
while  for  information  in  regard  to  costs  of  all  descriptions,  all  kinds 
of  work,  and  whenever  a  question  came  up  on  which  the  cost  ac- 
countant could  give  us  information,  they  were  always  consulted. 

Mr.  Graham.  This  letter  which  appears  here  in  our  record  on  page 
3780  of  this  typewritten  record — did  you  write  that  letter  [indi- 
cating] ? 

Col.  Hughes.  I  believe  I  did. 

Mr.  Graham.  What  was  your  reason  at  that  time  in  writing  a 
letter  which  appears  to  be  written  to  the  Department  of  Intfilligence, 
Chicago,  as  though  you  did  not  care  to  have  any  more  facts  in  regard 
to  these  matters,  and  as  early  as  July,  1919? 

Col,  Hdohes.  The  explanation  is  very  simple  and  clear;  I  have 
forgotten  the  exact  reason  why  a  conference  was  called  in  Mr.  Rus- 
sell's office  one  morning,  at  wliich  Mr.  Hanson,  a  civilian,  member 
of  the  military  intelligence  office  in  Chicago,  was  called.  I  believe, 
however,  that  the  conference  was  called  because  of  the  fact  that  in 
leading  articles  in  the  Chciago  Tribune  reference  was  made  to  these 
so-called — not  so-called,  but  remarks  were  made  in  reference  to  the 
silver  chest  and  automobile,  etc,  and  the  fact  that  an  officer  had 
traded  an  automobile  to  the  Standard  Steel  Car  Co.  for  far  more 
than  it  was  worth.  The  question  was  revived  and  Mr,  Hanson  came 
over  to  the  office  and  talked  about  the  thing.  We  talked  it  over  for  a 
long  time,  and  finally  it  was  decided  that  the  thing  had  been  dis- 
cussed before— during  the  previous  discussion  it  had  been  decided 
tliat  nothing  could  be  done ;  that  tlie  affair  was  settled ;  -and  that  we 
didn't  see  why  these  Chicago  Tribune  articles  should  now  disturb 
us  and  mak>!  us  take  any  action  that  we  had  not  taken  before.  Mr. 
Hammond  said  he  wanted  to  get  this  case  cleaned  up,  and  the  best 
way  of  doing  it  was  to  have  a  letter  from  my  office  to  the  effect  that 
we  did  not  think  it  necessary  to  go  into  this  thing  any  furtlier  and 
make  any  additional  investigation.  And  he  said.  If  you  will  write 
me  such  a  letter  as  that  and  send  it  over  to  the  office  I  will  put  it  on 
top  of  my  files  and  that  will  end  it."  Mr.  Kussell  said,  *'  Will  yon 
write  that  letter?"  I  wrote  it,  Mr.  Russell  signed  it,  and  we  sent  it 
over. 

Mr.  Graham.  You  really  wrote  it  at  the  direction  of  Mr.  Russell?  ' 

Col.  Hdohes.  Yes;  I  wrote  it  at  his  request. 

Mr.  Graham.  What  are  the  facts.  Colonel,  did  you  have  anything 
to  do  with  the  Standard  Steel  Car  Co,  in  fixing  the  amount  of  the 


OBOITAITCB.  2401 

stuff  that  they  should  have,  in  the  inception  of  this  thing,  for  the 
making  of  these  gun  carriages? 

Col.  HuoHEs.  Not  at  the  inception. 

Mr.  Graham.  Some  time  after  the  procurement  order  had  been 
written! 

Col.  HucHBS.  I  think  it  was  in  August,  1918. 

Mr.  CiRAHAH.  Did  you  ever  have  any  controversy  over  that? 

Col.  HnoHEs.  Yes. 

Mr.  Graham.  In  what  way? 

Col.  HuoHES.  These  things  are  all  so  simple  when  you  know  both 
sides.  I  was  at  the  head  of  the  artillery  section  of  the  procurement 
division  and  it  was  my  duty  to  buy  artillery.  We  had  been  told 
repeatedly  by  the  production  division  thnt  the  240-mm.  howitzer 
carriages  manufactured  by  the  Standard  Steel  Car  Co,  were  not 
coming  through  as  rapidly  as  was  desirable;  that  they  needed  the 
carriagps  and  they  snttl  that  there  was  no  reason  why  there  should  he 
these  delays,  because  no  fixed  profit  had  been  decided  upon. 

Mr,  Graham.  Who  said  this! 

Col.  Hdohks.  Somebody  in  the  production  division,  whose  duty  it 
was  to  follow  this  thing  up.  I  thinK,  as  a  matter  of  fact,  the  informa- 
tion came  from  Maj.  Schungan,  and  I  said, "  We  will  do  the  b&st  we 
can  to  get  this  thing  through  "  and  the  original  contract,  after  reading 
it — it  stated  thnt  the  work  was  to  be  done  on  a  cost-plus  basis,  no  fixed 
profits,  and  that  the  first  purchase  price  of  a  carriage  would  be  de- 
termined upon  by  a  representative  of  the  organization  and  a  repre- 
sentative of  the  Standard  Steel  Car  Co.  While  we  wanted  to  do 
all  on  our  part  to  get  a  settlement— we  wanted  to  get  an  estimate  of 
the  cost  01  this  carriage.  We  wanted  to  have  the  Standard  Steel 
Car  Co.  officers  come  in  wiCh  an  estimated  cost  of  the  carriage  and 
we  wanted  to  have  some  decision  as  to  what  they  were  going  to  get 
for  the  carriages.  I  wish  I  had  my  diary  here  that  I  kept  during 
the  war.  I  could  give  you  the  whole  thing.  One  morning  m  August 
Mr.  Vail  and  Mr.  Church,  from  Chicago.  Mr.  Schungan.  Maj.  Bacon 
from  the  production  division,  Mr,  Han.sen  and  Mr.  Cory,  respectively 
the  president  and  vice  president  of  the  Standard  .'4teel  Car  Co., 
came  into  the  office  together  for  the  first  time  to  fix  the  prices  on  the 
gun  carriages.  The  Standard  Steel  Car  Co,  had  their  estimate  thnt 
each  carriage  would  cost  $.13,000,  the  Ordnance  Department  repre- 
sentative had  estimated  $35,000,  and  we  di-scussed  the  thing  all  morn- 
ing, and  our  conclusion  was  that  we  would  estimate  the  cost  to  be 
&40,000  and  pay  them  under  the  contract,  10  per  cent  of  that,  or 
$4,000,  and  thereby  detennine  the  fixed  profit  of  $4,000  per  gun  car- 
riage. 

Mr.  Graham.  Well,  now,  did  Mr.  Vail  and  Mr,  Church  say  that 
they  thought  $4,000  was  too  high,  at  that  time;  or  did  they  not! 

Col.  Hdohes.  They  probably  did.'  They  made  an  estimate  of 
$35,000. 

Mr.  Graham.  Well,  who  made  the  decision? 

Col.  Hucires.  I  did. 

Mr.  Graham,  You  had  the  decision,  so  you  made  it  $4,000  between 
thesi-  two  amounts;  is  that  it? 

Col.  Hdohes.  That  is  it, 

Mr.  Graham.  You  say  Mr.  Hansen  was  there  at  thnt  time! 

Col.  HuoHES.  Yes. 
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Mr.  Graham.  Was  he  at  that  time  also  up  here  on  one  of  the 
hoards? 

Col,  HuoHEa.  I  do  not  know  whether  he  was  then  or  not.  He  came 
in  my  ofiicfe  as  the  president  of  the  Standard  Steel  Car  Co.  and  not 
as  a  War  Department  officer. 

Mr.  Graham.  Do  you  know  whether  or  not  he  was  a  War  Etepart- 
ment  official  at  that  time  t 

Col.  Hughes.  As  I  said,  I  do  not  know  whether  he  was  at  that 
lime. 

Mr.  Graham.  Was  Mr.  Cory  a  War  Department  official  at  that 
time? 

Col.  Hdohes.  Not  that  I  know  of. 

Mr.  Graham.  Had  you  ever  met  Mr.  Hansen  before! 

Col.  HnOHES.  Yes. 

Mr.  Graham.  How  long  had  you  known  him? 

Coi.  Hughes.  I  had  met  him  in  the  office  during  November  of  1917, 
when  the  Ordnance  Department  was  trying  to  place  this  contract 
with  him.  They,  called  him  and  asked  him  to  take  this  contract  and 
he  said  he  couldn't  do  it,  reading  a  letter  to  that  effect.  He  wrote 
a  letter  again  and  some  one  forced  him  to  take  the  contract  and  it 
was  during  those  times,  going  in  and  out  of  the  office,  that  I  met  him. 

Mr.  Graham.  How  did  you  arrive  at  the  figures  in  these  items, 
$656,394? 

Col.  Hughes.  I  did  not  personally.  The  figures  were  arrived  at 
as  shown  in  the  minutes  of  the  meeting  of  August  21  and  23.  On 
pages  15,17,  pages  112  and  119,  and  pages  155  to  160,  In  brief, 
the  method  that  was  adopted  was  simply  this:  We  got  fixim  the  cost 
accountants  a  statement  as  to  what  it  would  cost  for  all  the  material. 
«tc.,  for  the  964  carriages.  Having  that  amount,  we  knew  that  if 
we  could  subtract  from  that  the  cost  of  the  200  carriages  which  had 
been  completed  we  could  get  the  cost  of  the  balance  under  the  con- 
tract. Mr.  Cory,  in  using  that,  during  those  negotiations,  wanted  to 
use  the  figure  of  $22,000.  and  we  said  that  if  he  used  the  $22,000  that 
would  not  take  out  of  the  total  the  amount  of  money  that  had  been 
taken  out  and  that  would  be  paying  him  10  per  cent  on  a  larger 
amount  than  we  should  be  paying  "him.  He  said  $22,000  would  be  the 
proper  amount. 

We  had  various  statements  from  Blakey  and  the  other  accountants 
as  to  the  cost  of  these  gun  carriages,  and  I  think  it  was  from  their 
files  that  we  had  a  cost  of  $26,000.  I  am  trying  to  think  of  the 
amount ;  anyway,  whatever  the  amount  was  we  g)lit  the  difference, 
and  we  deducted  from  that  200  times  the  cost  tor  what  had  been 
completed  and  paid  10  per  cent  on  the  remainder. 

Mr.  Graham.  Do  you  know  that  the  Standard  Steel  Car  Co,  were 
refusing  to  give  their  books  to  these  cost  accountants  so  that  they 
could  figure  the  costs! 

Col.  Hughes.  No;  I  don't  remember  that.  I  do  not  know  it  now. 
That  is  the  first  time  I  ever  knew  it.  You  are  perhaps  referring  to 
the  request  that  the  cost  accountants  made  to  the  Standard  Steel  Car 
Co.  for  pi-oduction  records". 

Mr.  Graham.  Here  is  Mr.  Blakey's  testimony  on  that: 
In  other  words,  If  yo«  tnke  this  $6.'i6,000  and  odd  It  to  the  $800,000  that  had 
been  paid,  it  rIvch  them  $1,456,000.    Now,  based  on  the  total  cost  for  the  work 
In  proress  and  the  carriages  completed,  they  should  have  $l,O&O,0O0.    He  says 
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*^^  la  an  item  that  woulil  require  approximately  BO  dojs  to  audit,  and  in  order 
*jvnait  that  corrertly  the  contractor  would  have  to  be  forced  to  furnish  records 
■*»ol»,  at  the  present  time,  they  are  holding  back.  They  will  not  give  the 
"^•■v^mmpnt  accountants  those  records,  and  they  are  doing  that  In  order  to  get 
*^t  amount,  while  we  have  from  our  own  reconls  that  we  have  hullt  up  since 
"^ve  been  here— iny  contention  Is  that  figure  should  not  be  over  $250,000,  and 
^at    Is  very  conservative. 

Ool.  HvoHEB.  The  total  costs  were  given  us  by  Mr.  Blakey,  and  I 
J^ink  I  am  also  safe  in  saying  that  the  fimires  which  we  used  and 
■ne   cost  per  carriage  were  either  furnished  direct  by  Mr.  Blakey  or 
indirectly   through — the   figures  which   they  had   that   amount  to 
&26,O00.     Anyway,  in  the  final  set-up  of  the  thin^  we  could  not  get 
together,  and  so  we  split  the  difference  and  called  it  that.    We  cotild 
not  get  together.    There  was  no  actual  way  of  determining  the  cost 
ot  tlie  carriages.     We  had  any  number  of  letters  from  the  cost  ac- 
countants saying  that  they  wanted  to  be  relieved  from  determining 
tHe  cost  of  the  carriages.     I  think,  as  a  matter  of  fact,  that  when  I 
came  down  to  Washington,  that  I  brought  a  letter  from  Blakey, 
through  Mr.  Miller,  cost  accountant,  asking  that  steps  be  taken  to 
relieve  them  from  finally  determining  or  trying  to  determine  the  cost 
per  carriage.     He  said  it  was  something  that  could  not  be  done ;  that 
it  "Would  have  to  be  an  engineering  estimate. 

Mr.  Graham.  How  do  you  figure  on  the  salvage  value  of  all  that 
immense  amount  of  machinery  out  there  in  the  factory  t 

Col.  HroHES.  That  was  a  long  process.    It  took  a  long  time  to  do 

that.     In  regard  to  the  buildings,  let  us  discuss  that  first.     The 

buildings  alone.    When  Mr.  Cor>'  came  in  with  the  preliminary  bill 

as  to  what  he  would  be  able  to  pay  for  the  buildings,  he  had  figures, 

I  think,  showing  that  the  cost  was  about  $700,000,  and  we  show^  him 

a  blue  print  that  had  been  drawn  at  Hammond  showing  the  details, 

that  the  cost  of  all  these  buildings  and  facilities  was  $1,099,000.    He 

suggested  then  that  we  take  the  figures  of  $1,000,000  approximately. 

Our  idea  was  to  take  all  these  figures  together  which  was  ^e  actual 

cost,  and  Col,  Arison  made  an  original  estimate  as  to  what  he 

thought  these  buildings  were  worth  to  the  Standard  Steel  Car  Co. 

Mr.  Palmer,  the  manager  of  our  staff,  made  independant  estimate  as 

to  what  he  thought  these  buildings  were  worth  to  the  Standard  Steel 

Car  Co.,  and  those  two  estimates  were  phenomenally  close.     Tliey 

were  so  close  and  they  were  gotten  up  absolutely  independent  of 

each  other — they  were  so  close  that  it  was  reniarkuble  that  two  men 

*^^uld  look  at  a  thing  like  that  and  agree  so  well. 

Mr,  Graham.  Well,  they  retained  the  buildings,  as  I  understand 
it,  at  what  figure? 

Col.  Hdoues.  I  don't  think  any  particular  division  can  be  made. 
The  letters  are  there  in  the  files.  You  have  had  my  files  so  long  I 
have  for(K)tten  those  things.  If  [indicating]  the  letter  from  the 
Standard  Steel  Car  Co.  dated  September  17,  for  buildings,  etc.,  cost 
$1,017,400,  that  differs  from  the  figures  shown  on  the  chart  by  about 
$72,000.   They  offered  $261,250. 

Mr.  Graham,  Now,  were  they  allowed  to  take  the  buildings  at  that 
costt 

Col.  HuoHEfl,  They  wrote  this  letter  offering  a  total  salvage  value 
of  $200  (KK). 
Mr.  Graham.  What  would  that  be  for — what  does  that  include! 
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Col.  Hdghes.  Buildiugij,  furniture,  machines  wanted — the  machines. 
that  they  really  could  use — cranes  and  motors  and  machines  which 
they  had  already  purclmsed  and  whicli  tliey  had  ixileaj^etl  and  which 
had  l^een  shipped  to  the  Butler  i>lunt.  That  iilso  includes  niaohinee 
which  went  oiit  to  AVateitown  to  the  arsenal;  that  also  included  ma 
terial. 

Mr.  Graham.  Raw  material? 

Col.  Hdoiies.  Yes,  sir;  raw  materials. 

Mr.  Graham.  How  much  did  the  materials  cost? 

Col.  HoGHES.  I  think  the  approximate  figures  given  by  Mr.  Pal- 
mer and  Mr.  Blakey  in  theii*  report  in  determining  this  salvage  offer 
were  approximately  $5,000,000  before  the  material — those  materials 
which  liad  been  shipped  out  to  Watertown.  The  value  of  thoee- 
m  ate  rials  had  been  taken  out. 

Mr.  Graham.  Was  that  $7,000,000? 

Col.  HuoHES.  I  think  it  was  $5,000,000. 

Mr.  Graham.  How  much  was  shipped  to  Watertown^ 

Coi.  Hughes.  Fifty-three  carloads  had  been  shipped  to  Watertown. 

Mr.  Graham,  Anything  of  value? 

Col.  Hdqhes,  I  was  given  to  understand  by  Mr,  Vail  that  it  wa<> 
approximately  $1,000,000.  Most  of  it  that  went  down  there  was 
completely  processed  part.s.  Very  few  raw  materials  wei-e  shipped. 
All  the  parts  were  to  be  shipped  to  the  proving  grounds  for  spare  or 
replacement  parts, 

Mr.  Graham.  Well,  as  for  these  buildings  costing  over  $1,000.000,. 
thev  were  offered  $251,000. 

Col.  HuoHEa,  Yes;  that  is  the  offer  made  in  their  letter. 

Mr.  Graham.  Was  that  accepted  ? 

Col,  Hughes,  Thi.s  offer  was  not  accepted,  because  it  was  for  $300,- 

000  and  the  final  offer  was  $900,000. 

Mr,  Graham.  Mr,  Garrett,  do  you  wish  to  ask  any  questions? 

Mr.  Garrett.  Yes,  sir. 

Colonel.  I,  of  course,  want  to  be  perfectly  frank  with  you.  In 
the  questions  I  am  speaking  onlj-  for  myself.  I  have  certain  intprex- 
sions  about  this  matter  formed  wholly  fi-om  the  testimony  which  ha.-* 
been  given.  Those  impressions  are  subject  to  change  under  any  other 
testimony  that  may  be  given  and  weighed  under  the  ordinary  rules 
for  the  weighing  of  testimony.  T  don't  want  to  do  you  any  injnstice 
in  the  world,  nor  any  other  man.  if  I  know  it.  And  so  I  am  ap- 
proaching this  matter  in  an  entirely  different  way  than  I  have  with 
any  other  witness  that  has  appeared  before  this  committee.  I  wilt 
state  frankly  to  you  the  impres-sions  that  I  have,  so  that  you  can  see 
the  workings  of  my  mind  and  that  I  can  understand  the  working  of 
your  mind  about  tliis  matter.  I  have  formed  a  somewhat  imfavor- 
able  impression  about  the  withholding  from  Col.  Reeves  and  Col. 
McFarland  of  knowledge  of  this  salvage  offer  of  Briggs  &  Turivas. 

Have  you  said  all  to  me  you  care  to  say  about  that  in  answer  to  the 
questions? 

Col.  Hughes.  Not  all  that  I  care  to  say.  if  there  is  a  doubt  in  your 
mind  that  I  withheld  those  papers  willfully  and  with  an  attempt 
to  deceive  anylxidy.    That  was  far  from  my  tnind,    Everj'thing  that 

1  have  done  was  open  and  ahovehoard,  and  I  can  say  now  that 
any  attempt  to  proceed  along  lines  which  have  not  been  followed  in 
matters  of  this  kind,  that  I  have  laid  myself  open  to  a  great  deal  of 
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bicism.  1  could  not  justify  all  these  things,  but  I  can  follow  the 
nd  of  thought  of  men  who  have  investigated  this  thing  and  got- 
I  impi-essions  from  the  cost  accountant  and  other  men  who  were 
b  f  ixiiiUlar  with  all  the  thoughts  we  had  in  mind;  and  I  can  see  how 
ybody  can  be  lead  to  believe  through  the  circumstantial  evidence 
'ered  that  I  willfully  misi-epresented,  fir-st.  to  my  own  claims  boards, 
■cavise  I  stai-ted  with  them.  If  the  train  of  thought  as  followed 
rough  and  I  convinced  them  against  their  will  about  thines  which 
Ley  knew  more  about  than  me  and  that  I  then  came  to  Wasnington, 
id  the  chain  of  evidence,  if  the  evidence  that  has  come  before  is 
>niplete,  but  was  withheld,  as  I  said  before,  in  this  matter,  when 
went  to  Washington,  the  district  claims  board  had  acted  on  the 
ward  and  they  had  acted  on  the  salvage  offer  and  the  two  letters 
rom  Driggs  &  Turivos  I  had  discussed  openly  and  with  every- 
tody  concerned.  I  am  positive  that  the  chairman  of  the  salvage 
>oard  had  seen  these  letters  and  that  Mr.  Palmer  had  seen  the  letters 
Lnd  that  Mr.  Arisen  had  seen  the  letters.  We  discussed  in  detail 
and  our  minds  were  made  up  as  to  what  was  the  best  thing  to  do  then. 
But  when  these  men  came  out  to  Chicago,  the  letters,  as  I  now  recall, 
were  not  shown  to  them.  They  were  not  shown  to  them  for  the  reason 
that  we  not  only  did  not  give  it  a  moment's  thought  that  it  was 
necessary  to  show  them  any  more  than  I  thought  it  necessary  to  go 
bach  and  get  the  original  claim  and  all  the  correspondence  and  all 
the  matter  which  had  enabled  us  to  make  up  our  minds.  As  a  matter 
of  fact,  the  only  thing  that  I  can  say.  about  it  now  is,  that  the  ques- 
tion has  been  raised  that  these  letters  were  concealed  and  it  is  like 
lots  of  other  things  that  have  been  done,  you  can't  tell  why  you 
did  it. 

Mr.  Garrett.  Let  me  suy,  I  don't  think  there  is  anything  in  the 
testimony;  I  don't  remember  anythingj  at  least,  the  impression  has 
not  been  made  on  my  mind  from  anythmg  in  the  testimony  that  you 
misrepresented  anything  to  anyone. 

Coi.  HuOHBs.  I  gathered  that  more  from  newspaper  articles  than 
an^'thing  else. 

Mr.  Gabrett.  I  was  speaking  of  my  mental  impressions. 
Col.  Hughes.  Yes. 

Mr.  Garrett,  Colonel,  this  is  a  matter  that  has  given  me  consider- 
able trotible.  Colonel,  I  expect  I  have  lost  more  sleep  than  you  have, 
because  I  am  very  anxious  to  do  no  one  an  injustice.  I  realize  what  a 
report  to  the  House  means.  Whatever  it  means  in  military  life.  I 
do  not  know;  I  do  not  know  of  anything  that  you  have  misrepre- 
sented. The  only  thing  that  I  can  see  is  that  you  may  have  been 
neglectful  in  holding  this  information  from  those  officers  who  went 
out  tliere.  This  claim  was  settled  in  a  very  unusual  way.  These  rep- 
resentatives from  here  went  out  to  settle  it.  That  has  never  been 
done  by  any  other  claim  that  has  come  before  this  committee.  Did 
the  Standard  Steel  Car  Co.  seem  anxious  to  get  this,  what  I  call 
this  junk  material  ? 

Col.  Hdohes.  On  the  contrary,  they  were  much  opposed  to  it, 
Thev  said  they  had  no  sales  organization  out  there  for  handling  it. 
Their  preliminary  offer  to  us  is  contained  in  the  minutes  of  the  meet- 
uig,  showing  that  they  simply  wanted  to  buy  certain  buildings  and 
certain  machines  which  they  had  a  use. 
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Mr.  Garbbtt.  Well  now,  this  offer  from  Briggs  A  Turivas. 
wasn't  it  for  anything  except  scrap.  Didn't  it  include  any  inachioes 
or  buildings? 

Col.  HuoHES.  No  machines  and  no  buildings. 

Mr,  Garrett.  Did  you  ever  estimate  just  what  the  offer  of  Brigga 
&  Turivas  would  have  meant  in  dollars  and  cents  as' compared  wiui 
the  offer  of  the  Standard  Steel  Car  Co.  ? 

Col.  HcQHES.  I  never  personally  made  a  detailed  estimate  of  it, 
but  the  question  was  discussed  generally  in  the  office  and  Mr.  Palmer. 
I  believe,  wrote  a  letter,  a  copy  of  winch  you  have  seen. 

Mr.  Garreit.  That  is  in  our  records. 

Col.  HuoHES.  Showing  what  his  estimate  of  it  was.  We  went  over 
the  thing  in  the  office  of  the  Standard  Steel  Car  Co,  and  we  could 
not  tell  then  what  it  was,  and  recently  the  members  of  the  Ordnance 
Department  in  Washington  have  gone  over  these  letters  time  and 
time  again  trying  to  figure  out  ju^  what  it  did  mean,  get  what  it 
amounted  to  and  in  the  cold  light  of  day  after  it  had  been  effected, 
that  the  sum,  the  most  they  can  possimy  get  out  of  it  was  about 
$300,000. 

Mr.  Garrett,  That  is  Brings  &  Turivas. 

Col.  HncHES.  Yes ;  assuming  that  that  is  a  firm  who  would  give 
a  tiond  under  these  circumstances,  and  who  would  carry  out  with- 
out any  difficulty  at  all  the  job  of  cleaning  up  all  of  the  material 
in  the  plant.    If  you  read  those  letters  you  will  find  numerous  loop- 
holes.   They  say  materials  have  been  represented  to  us  by  War  De- 
partment onicials  to  be  such  and  such  and  of  such  a  thing,  and  of 
such  a  description,  and  as  far  as  I  can  find  out  only  one  member  of 
the  firm  had  ever  gone  out  to  Hammond  and  at  that  time  he  had 
never  gone  into  an  analysis  of  the  price  of  bronze  for  nickel  plate, 
to  find  out  what  the  specifications  were.     These  materials  were  all 
made   under   French   specifications,   which   were   entirely   different 
from  ours.    There  is  a  great  deal  of  brass  with  aluminum  in  it  and 
things  whichj  as  far  as  my  knowledge  goes,  had  never  been  brought 
to  the  attention  of  the  Briggs  &  Turivas  Co.,  that  all  these  things 
they  were  privileged  in  their  letters  to  take  exception  to  when  they 
found  out  about  them.    The  length  of  time  that  the  material  would 
have  to  stay  at  the  plant  was  a  very  big  determining  factor  in  our 
minds  in  accepting  the  status  of  the  Standard  Steel  Car  Co.  offer. 
The  Standard  Steel  Car  Co.  was  anxious  enough  to  take   care 
of  that  obligation  under  such  terms  as  Briggs  &  Turivas  Co.  offered. 
You  can  not  in  all  fairness  take  these  two  letters  and  put  them  down 
on  the  table  and  say  "These  are  the  facts,"  because  they  are  not  the 
facts.     You  have  a  statement,  as  I  said,  the  last  letter,  which  the 
man  who  signed  it  said  he  did  not  understand  what  it  meant.    You 
have  a  second  letter  signed  by  the  same  man  on  the  following  morn- 
ing which  goes  into  more  detail,  but  after  no  additional  investiga- 
tion of  the  materials  in  the  Standard  Steel  Car  Co.'s  plant.    I  wish 
you  could  get  a  copy  of  that  letter. 

In  the  second  letter  he  refers  to — in  regard  to  paying  15  per  cent 
of  the  invoice  cost  prices  to  the  United  States  for  raw  materials. 
Well,  when  I  talked  with  Mr.  Parker,  their  manager,  on  the  day 
before,  I  said  to  him,  "  'What  does  that  mean — are  you  going  to  pay 
us  15  per  cent  of  the  cost  to  the  Government  of  this  material,  with- 
out regard  to  the  labor  expended  on  it!"  and  he  said,  "Well,  I  cant 


answer  that,"  and  I  said,  "  Well,  Mr.  Parker,  take  just  one  example. 
'There  ia  a  big  gandrj  gear,  made  out  of  bronze,  and  it  cost  the  Gov- 
ernment $125.  Are  you  going  to  pay  us  15  per  cent  of  $125  for 
that  t"  and  he  said,  "  Well,  I  do  not  know."  I  said,  "  Well,  it  makea 
a  lot  of  difference  whether  you  are  paying  us  15  per  cent  of  $125, 
or  whether  you  pay  us  15  per  cent  of  the  cost  of  the  raw  material 
that  went  into  that."    He  said,  "  Well,  I  can't  answer  that." 

Now,  then,  to  make  myself  clear,  you  see  there  were  so  many  mate- 
rials out  there,  good  materials,  and  which  they  were  offering  to  pay 
15  per  cent  of  tne  cost  price;  then  I  went  back  to  the  Standard  St«el 
Car  Co.  office  after  I  got  through  at  the  office,  and  I  asked  them  to 
prepare  for  me  some  statement  as  to  the  value  of  the  raw  material, 
its  cost  price  per  pound— in  rough  raw  material  and  I  found  them 
from  five  different  places.  I  found  that  the  cost  of  those  five  con- 
tracts was  less  than  10  per  cent  of  it  used  by  the  Standard  Steel 
Car  Co.,  so  that  if  a  certain  amount  of  material  coet  us  $100,000, 
the  actual  raw  material  which  went  into  that  was  less  than  $10,000. 
So  you  see  that  if  they  had  said  that  they  would  pay  us  15  per  cent 
of  the  actual  cost  price  for  scrap  they  would  have  been  paying  us  15 
per  cent  of  the  $50,000  for  raw  material. 

Mr.  Garrett.  Well,  now.  Colonel,  if  the  Standard  Steel  Car  Co. 
did  not  want  it,  and  you  gentlemen  who  were  detailed  out  there — 
you  did  not  understand  this  bid,  why  would  it  not  have  been  pos- 
sible to  have  gotten  one  of  these  representatives  of  the  Briggs  & 
Turivas  firm  to  go  down  there  and  go  over  the  material  and  get  a 
more  definite  statement  from  themf 

Col.  Hughes.  I  think  that  perhaps  our  feeling  about  that  was  sim- 
ply this.  I  think  that  when  the  question  of  accepting  the  Standard 
Steel  Car  Co.'s  salvage  offer  came  up  in  the  office,  Mr.  Palmer,  to- 
whom  I  referred  several  times  this  afternoon,  went  to  Briggs  & 
Turivas  and  said  that  he  wanted  them  to  make  a  salvage  offer  on  this 
material.  He  had  been  in  the  habit  of  doing  that  repeatedly  in  order 
to  get  the  contractors'  price  raised.  He  would  get  some  one  to  write 
a  letter  to  get  it  raised.  Briggs  &  Turivas  knew  through  Lieut. 
Reagan  that  it  was  impossible  tor  us  to  sell  this  material  to  them. 
So  tnev  were  perfectly  safe  in  making  any  kind  of  an  offer  they 
desired  and  had  done  so  several  times.  I  can  recall  calling  up  Mr. 
Corey  in  the  office  one  day,  and  after  I  picked  up  the  receiver  I  heard 
some  one  call  Mr.  Corey  to  get  him  on  the  telephone.  While  I  was 
on  the  telephone  holding  the  line,  waiting  for  Mr.  Corey,  of  the 
Standard  Steel  Car  Co.,  some  one — I  heara  some  one  call  Mr.  Corey 
and  tell  him  that  he  wanted  the  Standard  Steel  Car  Co.  to  bid  on 
that  stuff,  that  they,  the  other  firm,  would  sell  it  and  split  50-60  with 
the  profits. 

Mr.  Garrett.  Well,  the  Government  has  sold  a  great  deal  of  stuff 
to  Brig^  &  Turivas  through  the  salvage  board. 
Col.  Hughes.  Yes,  through  the  salvage  board. 
Mr.  Garhett.  Of  course,  yours  was  not  a  salvage  hoard,  yours  was 
a  claims  board  and  not  salvage,  except  as  you  might  be  dealing  with 
the  contractor  in  regard  to  salvage,  out  it  was  within  the  power  of 
the  board  to  refer  salvage  to  the  salvage  board. 

Col.  HnoHES.  Oh,  yes.  We  felt  that  in  this  case  we  were  saving  a 
irreat  deal  of  money  for  the  Qovemment  by  not  turning  it  over  to* 
the  salvage  board,  because  there  was  inventory  going  on.    I  went 
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into  the  Standard  Steel  Car  Co.,  and  I  found  them  dumping  barrek 
of  split  pins  and  bolts  out  <Hi  the  Soor  and  were  nicely  counting  nuts 
for  the  purpose  of  an  inventory.  They  had  them,  Mr.  Garrett,  in 
diagonals  all  over  the  floor,  and  there  were  men  sitting  aFound  there 
to  M  paid  for,  and  they  had  split  pins  arranged  in  tens  and  hundreds 
on  the  floor.  I  do  not  know  if  that  was  proper  or  not,  but  an  inven- 
tory was  required.  Even  if  they  had  gotten  an  inrentory  that  way, 
it  was  costing  us  nearly  $52/X)0  a  month  just  for  that  sort  of  work 
alone  besides  other  expenses  going  on  at  the  time,  and  if  we  had 
turned  this  material  over  to  salvage  it  would  have  meant  that  it 
would  have  to  have  been  inventoried  and  it  would  have  gone  throng 
a  new  organization.  They  would  have  had  to  ask  for  new  bids  on 
this  matmal,  under  the  law  or  under  the  regulations,  I  dq^  not  know 
which. 

That  would  have  taken  time.  I  doubt,  however,  if,  when  it  came 
to  bids,  that  would  have  gotten  offers  on  all  that  stuff  in  a  lump,  and 
as  ft  result  much  of  the  material,  as  the  case  might  be,  would  have 
been  left  in  the  Standard  Steel  Car  Co.'s  plant  for  months  to  come. 
We  did  not  consider  those  letters  an  offer.  We  knew  the  circum- 
stances on  which  the  letters  had  been  written.  We  knew  that  letters 
had  been  written  under  similar  circumstances  and  we  did  not  con- 
sider that  a  bona  fide  offer  from  Briggs  &  Turivas. 

Mr.  Garrett.  What  was  it  for? 

Col.  Hughes.  It  was  for  the  purpose  of  getting  the  Standard  Steel 
Car  Co.  to  raise  their  offer  on  salvftge  and  v/tts—iir.  Palmer  was  in- 
timately acquainted  with  the  firm  of  Briggs  &  Turivas.  I  think  he 
has  handled  scrap  all  his  life;  I  am  not  familiar  with  all  his  entire 
history,  but  I  thirOi  he  knows  a  lot  about  it  and  he  sunply  went  to  them 
and  said,  "  We  want  the  best  offer  we  can  get  for  the  material  at  the 
Standard  Steel  Car  Co.  plant,"  and  the  company's  man  ^ve  the 
thing  the  once  over  and  said, "  How  many  tons  are  there!"  He  said, 
"  There  are  about  18  or  20  thousand  tons."  In  fact,  there  were  only 
10,000  tons,  because  only  17,000  tons  of  material  had  been  purchased 
for  the  entire  964  carriages. 

Mr.  Orahah.  Well,  now,  if  that  is  what  Mr.  Palmer  was  doing, 
would  you  tell  me,  Mr.  Hughes,  why  he  was  objecting  so  strenu- 
ously because  you  did  not  consider  that  Bri^s  &  Turivas  offer  J 

Col.  Hdohes.  Yes;  let's  see.  In  my  mind  I  am  perfectly  satisfied 
wliy  I  did  it.  Mr.  Palmer  has  worked  on  the  salvage  offers  a  very 
great  deal.  He  has  taken  a  very  great  deal  of  trouble  in  getting  the 
contractors  to  make  as  good  a  salvage  offer  as  they  could,  and  this  is 
one  way  that  he  has  taken  of  doing  it.  After  a  man  had  gotten  an 
offer  like  that  it  was  up  to  him,  more  or  less,  to  make  us  as  good  an 
offer  as  he  can.  Mr.  Palmer  had  been  out  of  the  plant  very  infre- 
quently and  was  not  familiar  with  the  material  out  there.  He  did  not 
know  the  specifications  of  it  and  he  did  not  know  the  various  other 
details  in  connection  with  it.  And  when  he  got  this  letter  he  called 
up  the  cost  accountant  out  there.  I  may  be  wrong  in  this.  He  called 
the  cost  accountant  and  they  gave  him  the  certam  figures.  Material 
cost  $5,000,000 — all  the  material  cost  more  than  that.  The  whole  con- 
tract cost  $17,000,000.  In  other  words,  they  tried  to  justify  this  let- 
tT.  Mr.  Palmer's  arguments  on  this  thing  were  presented  to  the  other 
niombers  of  the  boara.    They  were  given  due  consideration  and  tou 
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nember  that  I  said  s  moment  ago  that  he  said  the  Standard  Steel 
r  Co. — "  They  would  sell  it  and  make  over  $2,000,000  out  of  it,"  In 
»er  words,  the  $670,000  offer  was  not  in  line  with  his  statement — 
it  they  would  make  $2,000,000.  It  was  an  attempt  on  Mr.  Palmer's 
rt  to  justify  his  previous  statement  that  the  Standard  Steel  Car  Co. 
IS  not  offering  the  proper  amount  of  money  for  it.  I  hope  I  can 
nke  in\'self  clear  on  it.  It  is  all  clear  in  my  mind. 
Mr.  Ghaiiam.  Col.  Reagan  testified  before  this  committee  that  he 
s,ted  to  the  board  tliat  it  would  amount  in  dollars  and  cents  to 
ly  where  between  $500,000  and  $750,000;  probably  nearer  the  latter 
pires  than  the  first.  He  said  that  thev  were,  of  course,  approach- 
Lg  it  as  a  business  proposition;  that  ne  expected  to  make  money 
I  it ;  and  that  was  his  estimate  in  dollars  and  cents  of  what  their 
id  would  amount  to.    Of  course.  I  am  just  saying  that. 

Col.  HtjoHES.  I.  of  course,  realize,  Mr.  Garrett,  the  meaning  of  a 
latement  like  that. 
Mr,  Garrett.  Did  I  understand  you  to  sav  that  you  did  not  have 
correct  total  in  mind  as  to  the  Standard  Steel  Car  Co,  as  regards 
'<iildings  and  as  regards  the  other  salvage,  including  this  junk 
rmterial — I  refer  to  this  mnterial  as  junk— tne  unusable  material! 

Now,  that  $900,000  which  was  awarded  was  the  sum  total,  without 
iny  particular  idea  in  anyone's  mind  as  to  the  value  of  the  buildings, 
is  to  the  value  of  the  machinery,  or  as  to  the  value  of  the  junk 
material  ? 

Col.  HtioiiES.  No ;  I  did  not  sav  that.  If  I  did  I  did  not  mean  it. 
The  Standard  Steel  Car,  Co.'s  first  offer  was  itemized,  as  I  read 
a  moment  ajjo,  and  totaled  $800,000.  Now,  when  they  increased  tliat 
price  to  $900,000  they  did  not  say  they  would  increase  facilities 
$100,000,  item  of  niacliinerv  or  material  $100,000;  they  increased 
the  lump  sum  $100,000,  to  $900,000;  but  in  the  meantime,  in  going 
over  their  claim,  wo  had  justified  to  our  own  minds  satisfaction  that 
increase.  At  least,  I  simply  added  the  $100,000  to  the  material.  Do  I 
make  myself  clear  there  i 

Mr.  (lARHETr.  Yes;  I  get  your  viewpoint,  I  think.  Now,  passing 
from  the  salvage  proposition,  what  was  the  idea  in  your  mind  or 
referring  a  part  of  this  claim  to  the  auditor's  office  out  there  with 
the  request  that  certain  items  that  were  marked  "  X  "  be  audited,  as 
it  was  a  negotiated  settlement,  if  you  were  detailed  on  that  basis! 

Col.  Hdohes.  Yes;  there  were  certain  items  on  there  which  the 
auditor  could  work  out-    For  instance,  there  would  be  $121,000;  the 
auditor  could  tell  from  his  books  whether  it  was  $121,000  or  $151,000, 
and  if  I  had  the  letter  here  I  could  show  you. 
Hr.  GABRinT.  You  mean  Reagan's  letter  I 

Col.  HnoiiES.  Does  that  give  the  cost  items!  That  was  discussed 
with  Mr.  Miller.  I  went  down  to  Mr.  Miller's  desk  with  that  state- 
ment which  I  had  in  my  hand  and  then  I  said,  "  Mr.  Miller,  we 
want  to  get  an  audit  and  a  report  on  these  items  of  claim  of  the 
award  which  we  have  drawn  up,"  and  I  said,  "  I  will  take  the  first 
item  here,"  I  am  speaking  here  generally.  I  don't  think  that  the 
auditor  would  have  anything*  to  do  with  that,  because  it  is  purely 
a  negotiable  item  of  cost  accounting.  Mr.  Miller  agreed  with  me 
perfectly.  It  was  understood  between  me  and  Mr.  Miller  that  I 
had  not  asked  for  anything  that  was  not  right  or  anything  that 
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I  could  not  do  formally  and  aboveboard.    I  indicated  just  %i. 

thought  the  cost  accounUnte  could  audit  and  he  took  that  reqnesi  ,1 

said  he  wouldhaveit  back  just  as  soon  as  possible. 

Mr  Gahhett.  But  thej'  had  been  agreed  on  before,  had  th«  n 
Col.  HuoHES.  Well,  yes;  just  as  you  will  find  from  my  nc^ 
Mr,  Gabrett.  I  mean  the  agreement  between  you  and  Mr.  1.  ■ 

had  been  reached  before  that  time  as  in  the  figures  of  the  ne^iL  1 

about  which — ^I  believe  it  does  not  refer  to  the  fact  that  ceriaii] .: 

were  allowable — subject  to  audit. 
Col,  HuGHM.  I  can  read  those  to  you  in  a  very  few  momoii- 

you  think  it  would  be  of  any  help  to  me.    I  have  the  pa^  nmct^ 

right  here. 
Mr.  Oabrbit.  I  think  it  might  be  well  to  have  those- 
Col.  HuoHES.  The  agreement  between  Mr.  Con  and  us  as  i£  -. 

pages  of  negotiations,  about  which  it  does  not  refer  to  the  fact  'i 

certain  items  were  subject  to  audit.    I  can  read  them  to  you  in  » t- 

few  momenta  if  it  will  help  me.    I  have  it  rif^t  here : 
Co).  Abibon.  I  tblnk  any  consideration  of  anrthliig  of  that  kind  woaM  *i 

to  b«  done  absolutely  independent  of  tliis  procedure  outline.     In  otber  vf; 

be  a  matter  to  discusa  absolutely  of  Itself. 

Mr.   CoRET.  You   tlilnk   tbis  one  item  wants  to  be  an  Item    tliat  oe 

audited? 
Col.  HuoHBa.  Yes;  absolutely. 

Mr.  GARBirrT.  What  item  is  that,  Colonel ;  do  yoa  know  ? 

Col.  Hdohes.  It  would  be  awfiiUy  hard  to  say;  it  was  in  li 
discussion  of  the  10  and  5  per  cent  offer.  The  next  reference  is  n 
page  43  of  the  Chicago  board  minutes,  which  reads  as  follows: 

Col.  HuQHEs.  No ;  nothing  on  that  heretofore.  Schedule  8  Ih  a  dala  ^i 
excess  cost  of  Government  buildings  over  the  original  allovrance  to  cova  an 

Col.  Arison.  TbRt  has  all  been  nudtted  and  cbeclied. 

Col.  HuoHES.  And,  to  my  mind.  Is  a  perfectly  allowable  Item  all  then' 
tbrontch,  subject  to  audit. 

Mr.  Qahreft.  Does  that  include  any  of  these  claims  that  an  i: 
this  award  ?  Are  any  of  those  mentioned  here?  I  want  to  get  ttm 
The  last  one  you  mentioned  was  cost  of  buildings. 

Col.  Hdohbs  (interposing).  An  excess  cost  of  Government  bnD4^ 
ings  over  the  onginal  cost  to  the  Government.  That  is  the  $Kff 
item. 

Mr.  Graham.  That  is  in  the  allowance!  I  take  it  that  the  mc 
ters  that  the  witness  is  referring  to  are  all  referred  to  in  the  awi-J 
made  by  the  Chicago  district  board? 

Col.  HuoHKS.  Yes;  perhaps  not  in  the  exact  amount,  but  the  mxt 
discussion  and  the  same  general  heading. 

Mr.  Graham.  In  order  to  make  the  record  distinct,  there  shoiili 
be  some  way  of  doing  this  other  than  encumbering  the  record  wit: 
them. 

Col.  HuoHxs.  There  is  no  amount  stated  on  that  particular  i^ 
Mr.  Graham. 

Mr.  Graham.  If  you  refer  to  these  items  as  final — go  ahead,  ps 
them  in  the  record. 

Col.  HuoHEB.  On  page  47  of  the  minutes  of  the  Chicago  ordniiMt 
claims  board — ^this  is  in  regard  to  Mr.  Corey's  estimate  as  to  tlx 
amount  of  time  that  he  thinks  will  be  necessary  to  make  an  indit 
It  is  as  follows : 
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.  A.Kisoit.  Moreover,  I  don't  know,  but  I  feel  If  we  could  come  to  an 
ment  ^'Ith  Mr.  Corey  here  on  thU  clnlm,  with  the  close  touch  that  Waab- 
n  has  already  Imd  with  the  claim,  that  we  could  exiiedlte  the  flual  settle- 

of  It  verr  materially,  ho  that  any  period  of  oTemm  there  would  not  need 

very  Kreat. 
.   <.'oRKY.   The  audlling  of  these  lleiiis  Is  go)nK  to  lake  a  long  time. 
.  Ora\-»m.  How  Iohr  do  you  esllninte? 

■.  CoHKv.  Espectall.v  If  we  have  m  take  every  tool  on  an  exnct  10  per  cent 
interial  and  exact  5  per  cent  settlement  contract.  I  doubt  very  much 
lier  the  subcontract  material  will  have  been  all  checked  up  In  00  days. 

hat  is  just  an  estimate.    On  pape  48  of  the  minutes  of  the  Ord- 
ce  "War  CJaims  Board  of  Chicago  there  is  the  following: 
>1.  Ariho.v.  I  know  this  property  does  not  belong  to  the  Standard  Steel  Car 
und  never  has. 

r.  Okaves.  They  are  Eolnit  to  know,  before  they  take  It  over,  every  Item, 
ttie  same  as  they  do  In  a  eomplete<l  part, 
ol.  Abibon.  Assuredly,  for  the  purpose  of  the  property  department. 
tr.  Graves.  It  won't  prevent  the  audit  of  the  amounts:  It  Is  simply  a  matter 
nventory. 
'ol.  Aribon.  It  won't  prevent  the  seitlenieni  of  the  clnlu]  by  n  final  payment. 

rhis  was  referring  to  an  audit  in  a  general  way  showing  that 
(lit  was  in  my  mind.  I  have  one  other  reference  I  wisli  to  make. 
1  page  110  of  the  minutes  of  the  Chicago  District  Claims  Board, 
ere  is  the  following: 

('ol.  HuoHES.  Yes.  Hut  It  Is  ImpoBslMe  to  tell  from  the  ilecl8lon.s  to  which 
•  have  come  to-day  anything  about  the  actual  amount  of  money  Involved  be- 
tiae  it  Ib  all  aubject  to  audit. 

Col.  Abibon.  Not  the  exact  amount,  but  you  can  reach  an  Idea  of  the  ap- 
'oxlniaie  amount,  because  I  imagine  as  far  as  the  Items  are  concerned  the 
;tual  audit  ought  not  lo  make  a  great  amount  of  change  In  thni,  because  they 
■e  really  fairly  simple. 

Col.  Hut^HEs.  With  the  exception  of  schedule  2.  10  per  cent  and  5  per  cent 
root. 

Do  you  want  any  more  of  those  ? 

Mr,  Garrett.  I  don't  care  for  any  more,  but  if  yoii  care  to  put 
hem  in.  it  is  all  right. 

Col,  HtTGiiES.  I  will — I  think  it  is  a  very  impoi-tant  part  of  our 
:estimony, 

Mr.  Graham.  The  committee  has  already  read  them.  Those  vol- 
uminous minutes  contain  so  many  things  that  have  been  testified 
about.  You  will  be  given  all  the  opportunity  you  desire  to  testify, 
about  all  the  things  that  are  in  there  now  and  continuously,  as  long 
as  you  testify,  but  you  can  see  that  for  you  to  put  it  in  would  be  a 
very  large  addition  to  our  record  which  is  already  voluminous.  The 
committee  will  let  you  tell  us  what  went  on  in  the  meetings  rather 
than  to  incorporate  your  statement.  I  assume  that  you  are  not  a 
lawyer  and  don't  understand  application  of  the  bulk  of  what  you  are 
reading  now  to  be  hearsay.  It  is  something  that  was  said  some  time 
that  you  now  want  to  read  it  into  the  record.  You  can  testify  as  well. 
For  instance.  I  said  so  and  so,  and  somebody  said  that.  We  discussed 
this  and  we  discussed  that.  I  don't  want  to  cut  you  off,  but  wo  don't 
think  we  should  put  all  those  volunminous  records  into  ours.  What 
do  you  say  about  it,  Mr.  Garrett? 
Mr.  Gaheett.  I  think  you  are  right. 

Mr,  Gkaham.  It  is  decided  to  introduce  the  minutes  of  the  vari- 
ous meetings  of  the  Chicago  District  Ordnance  Claims  Board  in  evi- 
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dence.  but  not  to  introduce  it  in  evidence,  but  for  the  present  thev  are 
not  to  be  printed  in  the  record. 

In  regard  to  that  audit,  the  main  thing  I  was  interested  in  b 
whether  anv  of  those  items  that  were  refeired  to  the  auditors'  office 
there,  Mr,  Miller  or  Mr.  Blakej.  whoever  it  was,  were  subject  tn 
chan}^  under  an  audit,  and  if  so,  if  any  audit  was  had  of  them  ? 

Col.  HuQHEs.  We  say  here  again  in  the  minutes  that  these  are  all 
subject  to  audit — subject  to  change,  if  an  audit  shows  that  the  amouBt 
we  have  agreed  upon  are  wrong.  On  the  subject  of  audit — I  half 
to  be  a  gossip,  but  as  long  a-;  we  are  going  into  all  these  thiiig:s.  In 
me  recite  to  you  the  way  the  details  of  this  question  of  audit  wis 
brought  to  me.  I  was  sitting  at  my  desk  in  the  morning.  Thi- 
claim  was  being  discussed  and  prepared  for  signature  for  rhe  AVa: 
Department  officers,  and  Col.  McFarland  was  using  a  leaf  on  niT 
desk  alongside  of  mc.  and  somebody  came  in  and  touched  him  on  tl^ 
shoulder  and  said  Blakey  wanted  to  see  him.  Col.  McFarland  said. 
"I  don't  want  to  see  him,"  A  moment  later  I  noticed  Col.  McFar- 
land was  gone.  He  came  back  in  a  few  minutes  and  said,  "  Hlaker 
called  me  outside  and  told  me  that  this  claim  has  not  been  nudited." 
I  said.  "That  is  interesting;  is  Mr.  Blakey  still  here?"  He  said. 
"  Yes."  I  went  out  and  saw  Mr.  Blakey.  I  got  him  in  Mr.  Palmer"; 
office.  Mr.  Palmer  was  just  moving;  there  was  no  one  in  there. 
I  asked  Blakey  what  the  trouble  was,  and  he  said  that  he  had  told 
McFarland  that  the  claim  had  not  been  audited. 

I  told  him  I  thought  he  had  better  get  McFarland  and  Arison, 
and  as  he  started  to  get  them  Blakey  said,  "  Moreover,  you  insulted 
me."  I  said.  "I  am  sorry  to  hear  that.  ■  How  did  you  think  I  in- 
sulted you."  "Well."  he  said,  "during  the  conference  yesterdav 
you  read  a  statement  that  $52,000  of  overhead  had  been  paid,  and  t 
spoke  up  to  the  meeting  and  said  $109,000  had  been  paid,  and  then 
}'0u  said  you  didn't  know  anything  about  that  until  Mr.  Blakey 
turned  loose."  Blakey  said  that  he  was  insulted.  I  said,  "  I  con- 
sider that  you  are  a  man  who  has  a  perfect  right  to  consider  your- 
self insulted;  and  if  you  think  so,  I  can  apologize."  and  so  I  calle>l 
Mr.  Vail,  and  in  the  presence  of  Col.  Arison  and  McFarland  I  told 
Mr.  Blakey  that  I  did  not  think  I  had  insulted  him.  and  that  if  I 
had  insulted  him  I  begged  his  pardon.  He  did  not  accept  it ;  if  he 
did,  it  wasn't  with  very  good  nature.  But  we  discussed  this  ques- 
tion of  an  audit.  I  went  to  my  desk  andgot  a  letter  off  of  it  that 
had  been  lying  there  about  this  matter.  TTie  letter  was  lying  then 
on  top  of  my  desk ;  if  I  had  thought  about  it  I  could  have  passed  it 
around  there. 

And  I  think  McFarland,  Mr.  Vail,  and  I  read  this  letter  to  Blakey 
in  their  presence,  and  he  said  he  thought  that  that  could  be  consid- 
ered an  audit  report  on  this  claim. 

Mr.  Graham.  I  find  here  in  this  connection  with  the  minutes  of 
the  conferences  of  this  Claim  Board  in  Chicago  on  September  19, 
1919,  Col.  Hughes  and  Mr.  Corey  were  there,  according  to  this,  dis- 
cussing salvage  value.  Col.  Hughes  is  talking,  according  to  the 
record,  and  he  says  this : 

I  fei>1— jinti  I  have  talked  with  llie  ottier  ineitih'rs  of  tbe  itl^trict  iNMrd  dd 
the  subject  and  the;  feet— that  If  without  any  further  dlOcerinf;  70a  make  m 
a  salvage  offer  of  a  million  dollars,  or  Increase  your  offer  of  (800,000  bj 
¥200,000,  we  will  simply  any,  "  We  are  for  yon  strongly,    I  will  take  this  claim 


to  Wushlngton,  and  I  will  itiay  Uiere  until  it  la  either  put  through  or  we  get 
H  deflnlle  delennlnatlon  from  somebody  tliat  It  Is  not  golnic  In  be  put  Uirougb. 
Every  member  of  the  board  will  tw  voting  for  you  and  punbln;;  for  you." 

Further  on  you  say  this; 

You  may  admit  Fiome  of  Uiem,  and  we  may  have  lo  give  In  on  others  of  them. 
but  tbla  Is  your  flrxt  ofTer  nt  {SOO.OOU.  and.  as  I  have  xald  before,  If  you  go 
to  a  million  dollars  there  will  be  no  more  question  about  It;  It  Is  settled  :ind 
done  as  far  as  this  board  Is  conrerned,  und  we  will  all  pull  siront;  for  you. 

Then  again  you  say : 

Tes,  we  undentaod  that,  and  that  Is  the  reason  I  am  not  hafncllnfc  wltb 
yoa  over  prices  nt  all.  We  <)o  uitt  want  to  ro  Into  Ihe  details  of  this  at  all. 
Ur.  Vail,  Mr.  Church,  and  Mr.  Palmer,  and  others  of  our  representatives  have 
gone  Into  the  details  and  we  bave  talked  to  tbem  about  It,  and  we  feel  from 
irbat  we  have  Kleaned  of  their  mnvertn lions  ihHi  If  we  get  from  you  n  salvaiie 
offer  of  a  million  dollars  we  will  be  for  yon  all  the  way  through  until  this 
matter  has  passed  the  final  settlement  of  the  board  at  Washington.  We  can 
■ubstantlate  an  offer  of  fl.OOO.OOO,  but  we  do  not  feel  now  as  though  we  can 
be  rery  strong  in  trying  to  substantiate  $800,000.  My  Idea  would  be  if  you 
accept  that  offer  that  the  first  thing  for  me  to  do  would  be  for  me  to  go  out  to 
your  plant  and  Kptad  a  day  out  there  with  some  representative  of  your  com- 
pany with  Mr.  Vail  or  Mr.  Church,  see  the  situation  as  It  Is  there.  Rud  be  pre- 
pared to  go  to  WashlngtOD  the  following  day  with  the  claim  and  pusb  it 
through  there,  and  wire  back  as  soon  as  possible. 

I  get  an  impre-ssion  from  extracts  of  that  meeting  that  your  atti- 
tude of  mind  was  such  that  if  you  had  agreed  with  Mr.  Cory  about 
this  thine  that  you  had  made  up  your  mind  that  you  were  going 
to  go  to  iVashington:  that  you  were  going  to  push  this  through, 
that  you  had  absolutely  decided  upon  it  and  that  you  did  not  in- 
tend to  let  anything  or  anybody  interfere  with  you — interfere  with 
that  being  done.    Have  I  got  that  right! 

Col.  IftoHEs.  My  statements  are  all  based  on  the  previous  state- 
ments of  Mr.  Cory.  He  made  statements  at  the  meeting  to  the  effect 
that  he  would  arcept  this  $3,000,000  award  of  the  Government's, 
provided  we  would  do  everythins  we  could  to  put  this  through  as 
promptly  as  possible.  That  didn't  mean  that  when  we  accepted 
this  that  we  were  going  to  put  this  through  right  or  wrong.  We 
simply  meant,  and  I  think  that  you  will  agree  with  me,  that  we 
were  not  going  to  let  regular  procedure— regular  routine — stand  in 
the  way  of  an  early  settlement.  We  thought  we  had  made  a  very 
excellent  settlement  with  the  company  and  we  did  not  want  to  have 
it  delayed.  We  did  not  want  to  have  this  thing  opened  up  again 
and  have  to  renegotiate  another  settlement 

Mr.  Gbahau.  But  when  you  say  now — 


Why  should  you  go  out  to  the  plant  aft«r  you  agreed  with  themt 

Col.  Hdohes.  I  will  explain  that 

Mr.  Gbaham.  Go  aheaa. 

Cot.  Hdohes.  I  had  been  authorized  by  the  District  Claims  Board 
to  say  that 

Mr.  Graham.  You  had. 

Col.  Huohes,  I  certainly  had. 

Mr.  Graham.  Who  authorized  yon? 

Col.  HuoREs.  Mr.  Russell  ana  Col.  Arison  and  I  tbou^t  the 
same  way  about  that,  that  the  offer  of  the  Standard  Steel  Car  Co. 
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of  $1,000,000  for  the  salvage — we  thought  that  they  had  done  tot 
much  credit  by  the  GoTemment  and  then  it  was  simply  up  to  us 
to  expedite  the  thing  as  much  as  possible. 

Mr.  Gbaham.  I  get  the  impression  from  those  minutes,  that  ifttr 
yon  had  once  agrera  with  Mr.  Corv  about  this  that  you  did  not  pro- 
pose to  let  Mr.  Blakey  or  anyboay  else  interfere  with  that  settle 
ment,  and  on  that  account  you  did  not  pay  any  attention  to  the 
offer  that  Briggs  and  Tnrivas  made. 

Col.  Hughes.  That  offer  was  made  after  the  offer  of  Briggs  aod 
Turivas  was  made. 

Mr.  GitAHAM.  That  was  on  September  9. 

Col.  HnoHEA.  Then  I  am  mistaken. 

Mr.  Graham.  Yoii  were  promising  Mr.  Cory  that  should  he  aftw 
to  that  you  would  do  this  for  him.  Now.  after  vou  had  promiFed. 
your  frame  of  mind  was  surh  that  you  ootild  not  let  anything  inter- 
fere with  it? 

Col.  Hughes.  T  was  only  used  there  in  an  advisory  capacitv  and 
there  were  othei-s  of  our  people  there  who  roiild  interfere  with  that. 

Mr.  Graham.  Why  were  tou  promising  Mr.  Cory  those  things? 

Col.  HcoMKfl.  It  was  wortn  $100,000  to  us  to  promise  that. 

Mr.  Graham.  Yes:  possiblv  so. 

Col.  HrGHF-s.  It  was  worth' $200,000.  He  had  offered  $800,000  and 
I  was  tryinp  to  pet  him  to  come  up  to  $1,000,000. 

Mr.  Graham,  What  I  am  trying  to  get  at  is  whether  that  had  af- 
fected Your  judgment  so  that  you  would  pull  for  him  ? 

Col.  Hughes.  No. 

Mr.  Graham.  You  can  explain. 

Col.  Hughes.  It  is  hard  for  me  to  explain  it  to  a  man  who  has  such 
an  impression  of  the  case.  It  is  harder  for  a  man  to  erase  an  impres- 
sion than  it  is  to  make  an  impression.  That  was  not  my  motive.  I 
had  just  as  mu<'h  right  to  say  it  wasn't  my  motive  as  it  is  for  some- 
body else  to  say  it  who  does  not  know  anything  about  it,  I  assume 
that  from  the  previous  testimony  that  you  must  have  obtained: 
otherwise  you  would  not  have  misconstrued  the  statement.  That  was 
an  agreement  between  me  and  Mr.  Cory  after  Mr.  Arison  and  Col. 
McFarland  had  referred  the  settlement  to  me,  and  now  the  evidence 
goes  to  show  that  we  worked  for  the  Standard  Steel  Car  Co. — worked 
to  get  $200,000  out  of  them. 

Mr,  Graham,  Now,  do  you  want  Col,  Hughes  back  to-morrow 
morning.    Do  you  think  so,  Mr.  Jefferis? 

Mr,  Jeffebis.  I  think  we  had  better  meet  very  prranptly  at  10 
o'clork. 

Mr.  Graham.  Mr.  Cory,  of  the  Standard  Steel  Car  Co.,  appeared 
here  on  the  morning  of  our  last  day's  hearing  and  informel  me  that 
the  secretary  of  the  company  and  the  chief  account  for  whom  we 
have  issued  subpoenas  could  not  be  found,  and  that  he  did  not  have 
any  information  about  the  minutes  that  we  wanted  about  the  cost 
pi-oduction  sheet,  and  said  he  would  do  anj-thing  he  could  in  the  way 
of  getting  it  for  the  committee.  I  told  him  we  wanted  that  informa- 
tion. Yesterday  Mr.  Cory  brought  to  my  office  a  sheet  which  he 
thought  was  what  they  wanted  to  furnish  and  which  he  said  was  an 
estimate  of  the  cost  of  production  of  these  fpin  carriages,  total 
amounting  to  ^2,545.09.  I  offer  the  statement  just  as  be  gave  it  to 
me,  and  it  will  be  incorporated  in  the  records. 
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Mr.  Graham.  We  are  much  obliged  to  you,  Col.  Hughes.  The 
committee  will  now  stand  adjourned  until  10  o'clock  to-morrow 
morning. 

(Whereupon,  at  5.50  o'clock  p.  m.,  the  ctMnmittee  adjourned  until 
Wednesday,  November  3, 1919,  at  10  o'clock  a.  m.) 
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SuBcoMMnTEE  No.  5  (Ordnanos) 

OP  THE  SeUICT  CoMMTTTEE  ON 
ExFENDITtntES  IN  THE  Wah  DepABTMENT, 

House  of  Sefresentatives, 
Wa8hingt<m,  November  5, 1919. 
The  subcommittee  met  at  10.35  o'clock  a.  m.  pursuant  to  adjourn- 
ment, Hon.  William  J.  Graham  (chairman)  presiding. 

Present :  Hon.  Albert  W.  Jefferis,  and  Hon.  Finis  J.  Garrett. 

TESTUONT  OF  COL.  £.  S.  HUGHES,  UmTED  STATES  AKICT— 
Continaed. 

(The  witness  was  recalled  by  the  chairman.) 
Mr.  Graham.  You  can  proceed,  Mr.  Jefferis,  if  you  wish  to  ask 
Col.  Hughes  any  further  questions. 

Mr.  Jefferis.  Colonel,  according  to  the  awards  here — the  award 
of  the  district  claims  board,  Chicngo,  is  dated  September  26,  1919, 
as  was  also  the  award  filed  by  Col.  Arison  of  the  district  claims 
board,  and  McFarland  of  the  ordnance  claijns  board  and  Beeves 
of  the  Department  Claims  Board.  Was  that  all  done  at  the  same 
timet 

Col.  HroHES,  Yes;  I  believe  it  was.  The  final  meeting  of  the  dis- 
trict claims  board  at  which  the  award  was  pa.ssed  upon  was  dated 
AugDst  27,  I  think.  Then  I  came  to  Washmgton  later  on.  Those 
men  went  out  there  on  September  22,  I  think,  and  went  over  the 
plant  and  the  final  papers  were  drawn  up  in  the  Chicago  district 
ordnance  office  and  nied  by  the  ordnance  district  claims  board  and 
the  ordnance  board  and  the  War  Department  board  all  on  the  same 
day. 

Mr,  Jefferis.  Well,  what  was  the  necessity,  or  what  was  the  reason 
for  the  district  claims  board  executing  another  award  on  September 
26,  1919.  Here  are  the  two,  nnd  those  are  what  we  have  seen.  At 
least,  what  I  have  seen  (referring  to  page  3193  of  the  document). 

Col.  Hughes,  Do  I  understand  you  clearly,  that  you  say  there  are 
two  separate  awards.    This  one  and  this  onet     [Indicating.] 

Mr.  Jefferis.  Wait  until  I  take  our  printed  hearings  here,  so  that 
1  can  ask  the  question  intelligently.  Take  this,  Colonel.  On  page 
1696  of  our  printed  hearings  there  is  an  award  here  that  has  the 
signatures  of  the  Chicago  ordnance  district  claims  board  by  E.  E. 
Arison.  and  it  is  approved  by  claims  board.  Ordnance  Department, 
by  Eari  McFarland,  and  then  it  is  approved  by  the  War  Department 
Claims  Board  by  Ira  L.  Reeves,  colonel  of  Infantry,  etc. 
Col.  Hdohes.  Yes. 

Mr.  Jefferis.  Now,  that  award  bears  date  of  September  26,  1919. 
Col.  Hughes.  That  is  right. 
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Mr.  jEFraRis.  Then  there  also  appears  in  our  printed  re^'ord  at 
page  1698  an  award  apparently  dated  September  26,  1919,  also, 
which  is  signed  "  Chicago  District  Ordnance  Claims  Board,"  signed 
bv  E.  E.  Arison  and  a  second  signer,  Standard  Steel  Car  Co.,  by  TV. 
(?.  Cory,  contractor.  Now,  both  of  those  awards,  one  of  which  ap- 
pears to  be  an  award  of  the  Chicago  district  claims  board,  ord- 
nance claims  board,  and  the  other  appears  to  be  an  award  by  three 
different  boards  all  bearing  the  same  date.  How  do  you  explain 
both  of  those  being  dated  at  the  same  timef 

Col.  HnoHES.  Well,  as  I  understand  this  thing,  there  were  two 
separate  papers  that  had  to  be  drafted  in  order  to  close  the  routine 
handling  of  the  claim,  as  far  as  the  district  claims  board  and 
the  other  claims  boards  were  concerned.  One  of  them  was  in  reality 
the  settlement  of  the  contract  under  which  the  Government  made  a 
certain  agreement  with  the  Standard  Steel  Car  Co.,  and  the  other 
one  was  simply  a  regular  form  of  award  showing  the  alloivances 
under  various  headings  as  indicated  here  on  work,  indirect  mate- 
rials, etc.,  which  is  only  signed  by  the  Cliicago  board.  In  other 
words,  in  the  regular  course  of  events,  the  regular  form  as  indicated 
on  page  1698  would  have  been  made  out  and  signed  by  the  chief  of 
the  district  office  and  sent  to  Washington  along  with  the  settlement 
contract,  which  would  ultimately  be  settled  by  the  Ordnance  Claims 
Board  and  the  War  Department  Claims  Board. 

Mr.  Jeffebis.  Was  there  ever  an  award  signed  by  the  Chica^ 
District  Ordnance  Claims  Board,  dated  September  26,  1919? 

Col.  Hughes.  No;  I  think  not. 

Mr.  Jeffebis.  You  mentioned  yesterday  that  before  you  came  to 
Washington  to  take  this  matter  up  that  the  Chicago  district  ord- 
nance claims  board  had  agreed  with  the  Standard  Steel  Car  Co.  for 
a  settlement.    How  was  that  agreement  evidenced  in  any  way  t 

Col.  HuQHES.  It  was  evidenced  by  the  account  of  the  meetings 
held,  in  the  shape  of  minutes  which  are  furnished  with  the  papers 
which  I  gave  you,  showing  the  presentation  of  the  claim,  item  by 
item,  to  the  fuQ  board  in  Chicago,  and  as  a  result  of  that  presentation 
of  the  claim,  and  as  a  result  of  the  question  which  I  asked,  we  passed 
a  motion  to  award  the  Standard  Steel  Car  Co.  $3,000,000,  and  told 
us  to  continue  negotiations  for  the  sale  of  the  salvage. 

Mr.  Jeffbris.  Would  you  take  the  minutes  and  show  where  that 
motion  is? 

Col.  Hughes.  These  minutes  are  so  different  from  the  ones — the 
way  they  are  bound — it  is  hard  to  find  things.  The  minutes  of  Au- 
gust 27  are  the  ones  I  am  trying  to  find.  This  is  a  meeting  on  August 
27,  in  the  office  of  the  chairman  of  the  district  claims  hoard,  Chi- 
cago. 

Mr.  Jeffferis.  Who  was  present? 

Cot.  Hughes.  Just  one  minute.  On  Wednesday,  August  27,  1919, 
at  which  meeting  were  present  Col.  E.  E.  Arison,  Mr.  John  J.  Mar- 
shall, Mr.  J.  W.  Lyons,  Col.  E.  S.  Hughes,  Lieut.  Col.  L.  N.  Clark, 
Maj.  F.  W.  Duryea,  and  Mr.  Graves.  This  claim,  as  I  say,  was  dis- 
cussed and  wound  up  with  this  statement: 

Mr.  Mitchell.  How  would  a  resolution  of  this  kind  be,  that  we  make  tti^ 
nward  for  ^,000,000  less  the  amount  of  the  salvage  that  may  be  agreed  upon 
between  the  company  and  this  board? 
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Col.  Abisoh.  I  think  we  can  abltrarlly  make  a  deduction,  Mr.  Mitchell,  of 
an  amount  wblcb  we  thiok  will  falrljr  cover  any  salvage  otTer  that  we  can  ask 
fn  the  premises,  on  that  basis,  and  then  make  a  79  per  cent  payment 

Mr.  MiTCHnx.  I  think  the  other  wonid  be  a  fairer  proposition.  If  we  make 
It  Bublect  to  an  agreement  we  might  niake  with  them  It  would  be  possible  that 
we  could  not  come  to  terms.  We  can  specify  this  (8,000.000,  and  get  them 
BBllsfled  on  that. 

Mr.  J.YOKS.  It  would  tie  up  one  end  of  It  so  they  would  know  where  they 
were  at  In  trading  on  facilities. 

Mr.  MrrCHnx.  And  we  would  know  where  we  are  at. 

Mr.  I.TOKS.  This  being  contingent  upon  a  proper  offer  being  made  for  the 
racllltles. 

Mr.  Mitchell.  The  amount  agreed  upon  between  the  company  and  this  board. 

Mr.  Lyons.  That  does  not  throw  away  CoL  Hughes's  trading  fHcllltles,  and 
gives  them  a  speclflc  thing  to  count  on.    That  is  all  right. 

Col.  Clawc.  Hns  there  been  any  salvage  value  enllmHted  (or  the  materials, 
Mr.  Chairman  f 

Col.  AuBoH.  Not  yet 

Col.  LljiBK.  Von  have  no  Idea  what  they  would  be  worth  as  salvage? 

Col.  ABison.  That  does  not  enter  Into  this  claim. 

rol.  Clabk.  It  Is  (700,000  or  (1.000,000  I  think. 

Col.  HcdHU.  I  second  Mr.  Mitchell's  motion. 

Col.  ABISON.  Gentlemen,  you  have  heard  the  motion  proposed  by  Mr.  Mitchell 
and  seranded  by  Col.  IIugheH  that  nn  nwnrd  of  (3.000,000  be  made  to  the  Stand- 
ard Sleet  Car  Co.  In  fnil  spttleraent  of  their  claim  on  contract  OP  Ml,  subject 
to  such  deduction  for  salvage  for  buildings  and  machine  facilities  as  may  be 
agreed  upon  between  the  district  board  and  the  Standard  Steel  Car  Co.,  and  the 
contracting  offlcer  Is  hereby  directed  nnd  authorlced  to  execute  settlement  con- 
tract and  other  documents  accordingly. 

Mr.  Ltohs.  I  think  that  Is  all  right.  That  does  not  tie  us  up,  and  It  lets  (hem 
see  wbet  they  will  have. 

The  modoD  was  unanimously  carried. 

Mr.  Jefferis.  Then,  at  that  meeting  of  August  27  is  where  the 
board  took  action  on  allowing  this  claim  to  the  extent  of  $3,000,000. 

Col.  HncHM.  Yes,  sir. 

Mr.  Jefferis.  Did  the  board  know  at  that  time  that  the  company 
would  accept  the  $3,000,000  subject  to  the  salvage  proposition? 

Col.  HuoHEB.  Did  the  company  at  that  time  know  that  we  would 
pav  them  $3,000,000  subject  to  the  salvage  offer? 

Mr.  Jefferib,  Did  they  indicate  that  they  accept  it  or  nott 

Col.  HoQHEB.  The  $3,000,000?    Yes. 

Mr.  Jeffebis.  John  J.  Marshall  was  president  of  what? 

Col.  Hughes.  He  was  president  of  the  Illinois  Trust  &  SaHng 
Bank. 

Mr.  Jefferis.  What  investigation  had  he  made  of  this  claim,  to 
your  knowledge.  Colonel,  before  he  made  this  motiont 

Col,  HiciiiFrt.  After  Col.  Arison  and  I  had  6nished  with  our  nego- 
tiations and  had  arrived  at  this  sum  of  $3,000,000  we  wanted  to  be 
sure  that  we  were  right.  We  were  not  taking  any  chances  on  it  at  all. 
It  was  a  big  proposition.  We  were  working  for  the  best  judgment  we 
could  find.  It  was  suggested  that — I  have  forgotten  by  whom,  that 
I  see  Mr.  Marshall  and  I  talked  the  proposition  over  with  him.  Mr. 
Graves  and  I  went  over  to  the  Illinois  Trust  and  Savings  Bank.  Mr. 
Marshall  was  very  kind.  He  let  us  come  in  and  we  explained  the 
matter  to  him.  I  guess  we  spent  a  half  hour  with  him  going  over 
this  whole  thing.  We  told  him  what  the  negotiations  were  and  an- 
swered questions  that  we  asked.  I  can't  remember  all  the  statements 
there  that  were  made  or  the  questions  that  he  asked.  But  we  did  not 
go  into  the  extreme  details,  he  simply  asked  questions  along  the  line 
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of  "  Did  the  Standard  Steel  Car  Co.  do  the  work  that  you  wantetf 
them  to  do !  Did  they  do  it  well  ?  "  and  questions  along  that  line,  and 
what  we  told  him  were  the  explanations  of  the  settlement,  item  b^ 
item.  And  he  said  that  as  far  as  he  could  see  we  were  perfectly  justi- 
fied in  awarding  that  amount,  and  then  when  the  matter  was  pre- 
sented again  before  the  whole  board  Mr.  Marshall  asked  some  addi- 
tional questions  on  the  subject  which  are  shown  in  the  minutes  and 
that  they  were  perfectly  satisfied  as  were  all  of  the  members  of  the 
board,  and  you  see  we  had  men  on  the  board  who  had  followed  ibis 
from  its  inception.  We  had  Mr.  Lyons,  There  wasn't  anything  that 
he  didn't  know  about  it.  Col,  Clark,  Maj.  Duryea,  and  Mr.  Graves^ 
the  Washin^n  man,  had  followed  the  thing  fully,  more  or  less,  and 
had  sat  in  with  Col.  Arison  and  myself  at  Chicago  all  through  these- 
negotiations  and  were  familiar  with  them. 

Mr.  Jepferis.  Now,  about  this  figure  of  $3,000,000.    How  did  you 
arrive  at  that  proposition! 

Col,  HuoHEs.  In  this  way :  The  Standard  Steel  Car  Co.  submitted 
a  claim  for  $6,733,000.  We  looked  at  that  and  immediately  scratched 
off  certain  items  which  we  said  we  could  not  allow  as  items  and  as 
the  amount.  For  instance,  they  had  in  their  claim  some  commit- 
ments. Under  schedule  3,  I  think  it  was,  or  4,  which  was  being- 
audited  and  struck  out — in  the  normal  procedure  provided  for  in 
the  payment  of  cost-plus  contracts.  So  we  said :  There  is  no  use  in 
having  those  items  in  the  claim.  They  can  be  taken  care  of  and  set- 
tled outside.  They  agreed  to  that.  In  other  words,  the  claim  sub- 
mitted to  us  by  the  company  on  June  24  was  a  simple  statement  of 
business  to  date.  In  reality,  it  was  not  a  claim;  it  was  a  statement 
of  business.  Then  we  liad  remaining  for  the  other  items  of  their 
claim  on  the  part  of  the  company,  amounting  to  approximately 
$4,200,000.  I  first  went  through  the  claim  myself  and  fixed  the  items- 
on  which  there  was  no  question  of  doubt  that  we  owed  the  companj 
a  fair  settlement  for  the  work  done,  and  that  amounted,  approsi- 
mately,  to  $2,429,000.  As  I  explained  it  to  you  yesterday,  that  amonut 
was  arrived  at  after  discussion.  It  wasn  t  a  personal  matter  with 
me  at  all.  I  told  the  company  that  we  could  see  our  way  clear  to 
'settle  with  them  for  $2,429,000.  They  did  not  listen  to  that  That 
was  the  minimum.  Then  rame  the  first  discussion.  First,  discus- 
sions with  Mr.  Cory  after  this  certificate  seal  had  been  received  from 
Washington,  and  having  been  turned  down  by  the  Standard  Steel 
Car  Co.  our  offer  of  $2,429,000,  we  then  discussed  this  claim,  item  by 
item,  and  talked  the  thing  over  and  found  that  where  we  had  crossed 
out  $1,000,000  on  schedule  1,  there  were  certain  reasons  why  we 
could  allow  a  small  amount  on  schedule  1,  and  we  went  through  that 
wnv  and  we  thought  that  we  were  justified  in  increasing  our  offer  to 
$2,750,000.  That  offer  was  not  acceptable  to  the  company.  It  was 
at  that  time  that  I  learned  in  the  negotiations  that  this  was  more  or 
less  a  question  of  give  and  take,  and  I  wanted  to  cot  a  statement  from 
Mr.  Cory  as  to  how  much  he  wanted.  We  could  not  get  that  state- 
ment and  we  could  not  get  a  settlement,  so  then  we  had  more  nego- 
tiations. We  talked  it  over  in  the  office  again — this  $2,750,000.  W* 
went  down  through  the  claim  again,  item  by  item,  and  tried  to  find 
some  method  of  presenting  it  to  the  Standard  Steel  Car  Cki.  so  thai 
they  would  see  that  the  sum  of  $2,750,000  was  all  that  they  were  en- 
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titled  to.    But  in  going  over  that  thing  again  we  found  that  $2,750,- 
OOO  was  not  all  that  we  could  allow.    And  when  the  Standard  Steel 
•Car  Co.  would  not  accept  $2,750,000  we  finally  came  to  $3,000,000. 
Mr.  jEn-BRis.  Who  came  to  that  first  t 
-    Col.  Hughes.  You  mean  what  particular  person? 
Mr.  Jepfebis.  Yes. 
Col.  HuouES.  I  do  not  know. 
Mr.  Jeffebis.  Go  ahead. 

Col.  HuoHES.  This  is  not  a  matter  of  general  discussion  in  the 
•ofBce.  We  talked  this  over,  Mr.  Graves,  Col.  Arisen,  and  Mr,  Eus- 
sell ;  and  Mr.  Russell  came  in  once  in  a  while  and  we  talked  it  over 
with  him.  Then  we  arrived  at  this  sum  of  $3,000,000,  and  we  said 
this  is  the  last  cent  we  will  give. 

Mr.  Jbffbris.  Then  the  Standard  Steel  Car  Co.  was  not  making 
:any  offer  of  settlement  up  to  that  time,  for  any  definite  figure? 

Col.  HuaHEs.  No;  so  we  said  we  will  offer  them  $3,000,000  and 
they  can  take  or  leave  it.  if  they  don't  want  it  they  can  go  to  the 
Court  of  War  Claims  and  get  more  or  anything  else  they  wish,  but 
\ve  are  not  going  to  allow  more  than  $3,000,000  and  that  is  the  way 
it  stood. 

Mr.  Jeffbris.  That  would  include  the  $800,000  that  they   were 
entitled  to  on  profits  in  the  $3,000,000? 
Col.  Hughes.  Yes. 

Mr.  Jeftebis.  Then  these  other  items  that  finally  made  up  the 
■$3,000,000 — the  award — are  these  items  that  are  shown  here  in  this 
printed  award  that  were  signed  on  September  26? 

Col.  Hughes.  Yes ;  including  the  10  per  cent  and  5  per  cent  profit, 
according  to  the  contract. 

Mr.  Jefferi8.  Well,  were  those  figures  really  arrived  at  outside 
■of  your  salvage  valuation  on  August  27 — I  mean  those  items  of 
■figure,  that  $121,000? 

Col.  HuGHKs.  The  August  27  meeting  was  the  meeting  at  which 
we  presented  our  ideas  and  a  final  award  of  $3,000,000  for  the  ap- 
proval or  disapproval  of  the  district  claims  board, 

Mr.  Jbfferis.  Was  tliat  stated  as  a  lump  sum  on  that  day  or  had 
it  been  brought  to  that  amount  or  given  that  amount  by  separate 
items? 

Col.  Hughes,  Separate  it«ms  all  the  way  through. 
Mr.  Jefferis.  Are  those,  then,  separate  items  that  appear  in  the 
Chicago  claims  board  award  of  September  26? 

Col.  Huohes.  When  the  first  claim  came  in  we  had  it  subdivided 
into  10  different  schedules.    The  first  one  was  $1,000,000  for  loss  due  to 
delay.    The  second  one  was  the  one  for  profits,  and  all  through  the 
negotiations  we  worked  on  this  schedule.     Our  negotiations  were 
■carried  on  by  referring  to  schedule  1  or  2  or  3  of  the  10  schedules 
and  so  on  through  the  building  up  of  our  award,  which  was  based 
on  the  original  set-up  of  the  Standard  Steel  Car  Co.  and  set  up  by  the 
accountant,  and  the  total  $3,000,000  was  obtained  by  totaling  the 
various  items,  allowed  under  the  various  items. 
Mr.  Jefferis.  Was  that  done  on  August  27? 
Col.  HtTGHES.  It  was  done  before  August  27, 
Mr.  Jefferis.  When  were  these  various  figures  that  appear  in 
this  award   in   the  Chicago  district  claims  board  found,  dated  in 
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our  records  of  September  26 — were  these  figures  all  arrived  at  and 
determined  at  the  time  Mr.  Marshall  made  tiiis  motion  on  August 
27? 

Col.  Hdohes.  No;  this  question  of  award  of  $3,000,000  had  been 
arrived  at  by  ourselves  building  up  from  these  items,  and  when  the 
members  of  the  War  Department  Claims  Board  and  the  Ordnajice 
Claims  Board  came  out  to  Chicajgo,  they  went  over  our  totals,  sched- 
ule by  schedule,  and  raised  certain  opposition.  They  said  that  under 
a  certain  item  that  they  thought  that  we  could  not  allow  interest  for 
18  months.  They  said  that  under  another  item  they  thoug^ht  it 
would  be  better  to  cut  out  10  per  cent  profit  on  these  tools  and  fixtures 
on  which  we  allowed  $51),000  and  add  that  to  some  other  item.  In 
other  words,  they  were  willing  to  allow  this  lump  sum  award  of 
$3,000,000  to  stay,  but,  due  to  the  fact  that  it  had  to  pass  through 
the  hands  of  a  lot  of  examiners  who  might  take  objection  to  it,  ne 
suggested,  and  we  ac(]uiesced  in  certain  tJiinga. 

Mr.  Jefferis.  In  other  words,  the  amount  of  the  different  items 
were  changed  in  dollai-s  and  cents  after  they  arrived  there  in  Chi- 
acgo,  yet  the  sum  total  of  $3,000,000  was  not  changed  ? 

Col.  Hughes.  Yes ;  that  is  correct. 

Mr.  Jefferir.  Do  you  know  what  changes  were  made  there  in 
September  ?  • 

Col.  HfOHES.  I  think  1  can  tell  you  with  rather  a  great  deal  of 
accuracy.  Schedule  1,  item  B,  was,  as  I  recall  it  now,  when  we  fig- 
ured it  out,  $98,910,  which  was  interest  on  a  plant  investment  'if 
$1,999,000  for  18  months.  They  said— these  men  I  have  just  in- 
terred to 

Mr.  Jefferis.  Was  that  McFarland  and  Reeves? 

Col,  Hughes.  I  don't  remember  who  raised  that  particular  point. 
These  War  Department  members. 

Mr,  Jefferis.  It  was  on  September  26  that  that  occurred? 

Col,  Hughes.  Yes ;  this  was  at  the  conference  in  the  steel  plant.  I 
think  somebody  suggested  that  it  wouldn't  be  proper  to  allow  in- 
terest on  that  particular  item  for  18  months.  It  would  be  better  to 
set  it  up  as  an  item  of  nonproduction,  which  was  in  their  estimate 
for  one  year. 

Mr.  Jefferis.  There  has  been  a  good  deal  of  discussion  in  regard 
to  the  value  of  the  plant. 

Mr.  Graham.  What  item  are  you  talking  about? 

Col,  Hughes.  Item  1  of  schedule  1. 

Mr.  Graham.  Was  that  the  one  put  in  this  on  Septembei-  26  :\& 
$99,000? 

Col.  Hughes.  Yes. 

Mr.  Jefferis.  Your  figures  before  that  had  been  what? 

Col.  Hughes,  $98,910. 

Mr.  Jefferis.  And  you  figure  that  you  had  around  are  $3,000,000 
proposition,  we  will  say  in  August,  was  designated  how  ?  Do  you  re- 
member whether  it  was  designated  for  interest  or  what? 

Col,  Hughes.  Yes ;  it  was  designated  as  interest, 

Mr.  Jefferis.  As  I  understand  vou.  Colonel,  when  vou  had  arrived 
at  your  lump  sum  of  $3,000,000  iii  August,  the  $98,910  was  not  there 
as  interest? 

Col.  HuoHEs.  That  is  right. 
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Mr.  Jefferis.  But  on  September  25  and  26,  when  this  final  award 
was  prepared  and  placed  at  $99,000  and  entitled,  "  Carrying  charge 
during^riod  of  nonproduction." 

Col.  HcQHES.  That  is  right,  I  can  explain  that. 

Mr.  Jeffebis.  That  is  what  I  wanted  to  know,  how  that  came 
about. 

CoJ.  Hdohes.  That  was  the  uiorning  I  acted  like  s  kid  out  there. 
This  thing  had  been  discussed  the  previous  day  at  Hammond  and 
we  had  gone  through  it  item  by  item  and  when  these  other  fellows 
came  down  to  the  office  on  Superior  Street  they  said :  "  We  don't  think 
you  have  these  items  headed  properly."  "  Well,"  I  said,  "  that  seems 
to  be  a  matter  of  opinion.  Everybody  who  has  had  anything  to  do 
lias  chanped  these  headings."  They  said,  "  We  are  the  fellows  who 
approve  this  thing  and  we  will  change  it  the  way  we  want  it."  Mr, 
McFarland  and  Mr.  Graves  took  the  award  which  I  had  just  drawn 
up,  and  prepared  heading  similar.  These  headings  shown  in  this 
final  award — they  took  those  headings  of  mine  and  went  over  in  the 
corner  of  the  room.  When  we  Ai'st  took  this  up  there  was  not  room 
on  the  form  to  print  our  stuff  on,  so  a  sheet  of  paper  had  been  pasted 
on,  and  they  tore  that  sheet  of  paper  off  and  started  changing  the 
headings.  And  they  changed  the  headings  in  various — I  thought  in 
such  mmor  ways  that  I  thought  it  wasn't  necessary  for  me  to  change 
them  at  all.  I  objected  strenously  to  those  rhanges  and  thev  said 
"  somebody  will  get  these  and  see  that  these  are  wrong  and  they 
should  be  such  and  such."  That  did  not  make  any  difference  to  them 
and  they  had  it  tvped  and  put  on  the  final  settlement  of  the  award. 

Mr.  (lABREiT.  Then  this  final  settlement  of  award  of  item  6,  sub- 
division A,  was  changed  from  "interest  charge  of  $98,000  and  some- 
thing," to  "carrying  charge  during  period  of  nonproduction,'^ 
$99,000. 

Col.  HnOHXS.  That  is  my  recollection;  yes. 

Mr.  Jeffebis.  Now,  Colonel,  can  you  look  at  this  award  as  it 
appears  on  1698  of  our  printed  hearing,  and  tell  us  what  other 
changes  were  made  there  in  item;  that  is,  I  mean  by  the  people  that 
<_'oI.  Reeves  and  ('ol,  McFarland  got  out  there! 

Co).  HuoHES.  No,  I  can't,  Mr.  Jefferis,  because  I  have  set  these 
things  up  here  one  way.  When  the  final  award  was  made  I  set  them 
up  another  way  and  the  men  that  I  have  just  referred  to  set  them 
up  n  third  way  and  I  have  no  copy  of  the  first  one  as  I  set  it  up. 
I  simply  noted  that  they  changed  it  and  I  can't  tell  you  exactly 
just  how  they  were  changed,  but  I  think  I  can  find  a  copy  of  that 
original  award  that  I  made  with  the  pencil  notation  on  it  filling  in 
what  changes  were  made. 

Mr.  Jefferis.  Then,  in  reality,  if  I  get  you  correctly.  Colonel, 
after  these  men  arrived  in  Chicago  from  Washington,  there  on 
September  25  and  26,  the  items  and  amounts  which  you  had  used  as 
a  basis  of  arrivine  at  $3,000,000  settlement,  were  changed  as  a  desig- 
nation of  what  they  were  for  and  in  amounts,  but  still  making  up 
the  maximum  amount  of  $3,000,000. 

Col.  HuoHES  That  is  right,  Mr.  Jefferis. 

Mr.  Jefferis.  Well,  now,  were  there  any  minutes  of  any  kind,. 
ColoneL  as  to  whv  those  changes  were  made? 

Co\.  HuoHBa.  The  question  of  taking  minutes  at  that  meeting  was 
discussed  and  it  was  decided,  I  believe,  and  I  do  not  know  by  whom,. 
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I  cant  state  there  was  a  vote  taken  on  it,  that  no  minutes  were  neces- 
sary, so  that  we  haven't  anji-hing  but  a  brief  statement  of  the  hap- 
penings of  the  day  as  drawn  up  by  Mr.  Graves,  who  was  appointed 
the  recorder  of  the  meeting  that  day. 

Mr.  Jefferis.  Well,  now,  going  back  before  August  27,  1919,  what 
members  of  the  claims  board  had  come  to  the  conclusion  of  the  mak- 
ing of  an  offer  of  $3,000,000  to  this  company  before  you  had  this 
meeting  at  which  Mr.  Marshall  took  parti 

Col.  HnoHES.  Before  I  saw  Mr.  Marshall  I  think  Col.  Arisen  and 
myself  were  the  only  two  members. 

Mr.  Jefferis.  Did  he  go  with  you  over  there? 

Col,  Hdghes.  No;  I  said  Mr.  Graves  went  over  with  me. 

Mr.  Jefferis,  Do  you  know  whether  Mr.  Marshall  had  ^ne  into 
any  of  the  figures  of  these  accountants  or  anything  of  that  kind! 

Col.  HuoHEfl.  As  I  said  before  Mr.  Marshall  went  into  it  in  a  gen- 
eral way,  and  that  satisfied  him,  I  don't  think  he  knew  anything  of 
the  accounts  over  in  the  office. 

Mr.  Jefferis.  Do  you  think  he  made  any  other  investigation  other 
than  what  he  told  you  about! 

Col.  Hughes.  At  the  meeting  of  the  district  claims  board  he  asked 
a  number  of  questions. 

Mr,  Jefferis.  Well,  I  take  it,  that  from  August  27  until  some  time 
in — about  the  middle  of  September — the  matters  that  were  open  for 
negotiation  between  the  Government  and  the  claims  board  was  the 
salvage  value  of  the  machinery,  and  the  buildings,  and  the  material. 

Col.  Htjohf,s,  That  is  correct. 

Mr.  Jefff.ri8.  That  is  all  that  was  open? 

Col.  Hughes.  That  is  correct. 

Mr.  Jefferis.  And  about  then,  was  it,  probably  you  told,  that  the 
latter  came  to  the  amount  of  $900,000  for  the  material  and  increased 
facilities  ? 

Col.  Hughes,  I  have  a  pencil  note : "  Date  of  salvage  offer,  Septem- 
ber 18,"  I  think  I  gave  that  date  yesterday. 

Mr.  Jefferis.  Was  there  any  meeting  of  the  district  claims  board 
on  the  salvage  offer  proposition  there  about  the  18th  or  19th  ? 

Col.  Hughes.  No  formal  meeting  was  called  as  we  ordinarily 
call  it. 

Mr.  Jefferis.  Do  you  know  to  whom  that  salvage  offer  was  made? 
Was  it  made  in  writing  or  just  verbal? 

Col.  Hughes.  By  the  Standard  Steel  Car  Co.? 

Mr.  Jefferis.  Yes ;  the  $900,000.     . 

Col.  Hdghes.  No;  it  was  not  made  in  writing.  The  only  offer 
we  had  from  the  Standard  St«el  Car  Co.  in  writing  was  the  one  for 
$800,000. 

Mr,  Jefferis.  Do  you  know  who  that  offer  of  $900,000  was  made 
to? 

Col.  Hughes.  I  think  it  was  made  to  me. 

Mr,  Jefferis.  Whom  did  you  consult  about  that? 

Col,  Hughes.  I  consulted  Col.  Arison  and  Mr.  Russell.  I  also 
mentioned  the  $900,000  salvage  offer  to  Mr.  Palmer. 

Mr.  Jefferis.  What  position  did  they  take  on  that  salvage  offer? 

Col.  Hughes.  They  took  the  position  that — Col.  Arison  and  Mr. 
Bussell  took  the  position  that  we  were  getting  a  very  good  settin- 
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ment  for  all  of  the  Government  material  at  the  plant,  sod  recom- 
mended that  it  be  accepted  and  agreed  to  if  accepted. 

Mr.  jEPFERia.  Was  there  any  record  made  of  Inat  or  was  that  just 
a  verhal  conference  between  you  three  men? 

Col.  HuQHEs.  I  think  it  was  a  verbal  conference. 

Mr.  Jbffebis.  Then,  pursuant  to  that  understanding  or  agreement, 
you  came  to  Washington,  is  that  it! 

Col.  Hdohes.  Yes. 

Mr.  Jefferis.  Did  Mr.  Marshall  take  any  part  at  all  when  these 
other  officers  came  out  from  Washington  and  had  transactions 
there? 

Col,  Hdghes.  No. 

Mr.  Jefferis.  Did  he  in  anyway — was  he  consulted  in  any  way  as 
to  these  salvage  values? 

Col.  Hughes.  Not  by  me.  I  can't  say  whether  or  not  Mr.  Russell 
or  anybody  else  spoke  to  him. 

Mr.  Jefferis.  Then  the  salvage  value,  as  I  get  it  from  you,  if  you 
remember,  as  to  the  facilities,  machinery,  etc,  were  really  arrived  at 
bv  Mr.  Kussell,  Col.  Arison,  and  yourself  in  this  conference  at  your 
office? 

Col.  Hdohes.  Yes,  sir. 

Mr.  Graham.  I  observe  one  thing  that  impresses  me  as  somewhat 
unusual  in  this,  that  you  gentlemen  kept  stenographic  notes  in  your 
meetings  and  transcribed  them  and  put  them  into  the  records.  Do 
you  know  who  si^gested  that? 

Col.  Hdohes.  I  did. 

Mr.  Graham.  What  was  your  object  in  doing  that? 

Col.  Hdohes,  Well,  my  object  was  simply  this :  That  early  in  the 
game  out  there,  when  I  was  called  upon  to  settle  this  thing  I  felt 
that  the  only  settlement  that  would  be  arrived  at  would  be  a  settle- 
ment between  Mr.  Russell,  as  chairman  of  the  district  board,  and 
Mr.  Hansen,  the  president  of  the  Standard  Steel  Car  Co.  Lawyers 
.  had  been  brought  into  the  case.  They  had  been  over  to  the  office 
when  the  presentation  of  the  claim  was  made  and  there  had  been 
passed  rumors  in  regard  to  a  Court  of  Claims  adjustment  in  the 
matter.  Mr.  Russell  said  that  he  did  not  want  to  make  anv  settle- 
ment by  himself  with  one  member  of  the  Standard  Steel  Car  Co., 
and  after  my  first  meeting  with  Mr.  Corey  and  Mr.  Jenks,  I  felt 
that  I  ought  not  to  continue  the  settlement  that  way,  so  I  said  "  the 
best  thing  for  me  to  do  is  to  get  the  chief  of  the  office  on  this  thing 
and  have  stenographic  notes  taken  and  a  record  kept  of  just  what 
was  said  at  the  meetings  of  the  negotiations  which  were  carried  on,  so 
that  when  anything  <omes  up  in  regard  to  this  thing,  we  would 
know  just  what  was  said." 

Mr.  Graham.  Why  did  you  feel  that  if  you  met  with  Mr.  Corey 
and  Mr.  Jenks  that  ^you  could  not  settle  the  claim! 

Col.  HuoHES.  I  did  not  feel  it  any  more  then  than  right  along. 

Mr.  Graham.  You  said  that  you  thought  that  after  that  meet- 
ing  

Col.  HiGHEs  (interposing).  I  said  that  I  did  not  feel  any  more 
after  that  meeting  than  I  did  before. 

Mr,  Graham.  What  created  that  impression  in  your  mind;  what 
made  you  feel  that  way?    You  did  not  get  conscientious? 
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Col.  Hdgiixs.  I  can  not  express  it  an;  more  definitely  tluui  I 
have. 

Mr.  Graham.  Sometliing  must  have  occurred  at  that  meeting,  and 
jou  got  Uie  idea  in  your  mind  that  you  would  not  be  able  to  s^tle 
with  these  gentlemen. 

Col.  Hughes.  No;  I  thought,  on  the  other  hand,  that  vie  could 
arrive  at  a  settlement.  We  had  heard  from  Washington  tiiat  -wt 
were  going  to  have  a  great  deal  of  difficulty  with  the  settlement. 
That  tills  firm  had  representatives  talking  with  representatives  of 
the  Ordnance  Department,  and  then  they  would  come  out  and  talk 
with  us.  And  we  did  not  feel  that  we  knew  all  that  was  going  on; 
and  it  was  just  in  view  of  the  whole  settlement  that  I  had  a  hunch 
'  that  I  should  have  somebody  besides  myself  in  at  the  meetings  and 
have  stenographic  notes  taken. 

Mr.  Gbahah.  Well ;  will  you  show  me  the  notes  of  this  meetine, 
where  you  did  not  keep  stenographic  notes,  but  where  brief  record 
were  made  of  the  arguments  of  the  day — that  you  mentioned  to  Mr. 
Jefferis  ?  That  was  the  day  when  these  headings  were  changed  and 
the  amounts  were  changed. 

Col.  Hughes.  I  do  not  know,  but  I  have  a  copy  of  that.  It  is  in 
Mr.  Graves's  office,  down  town. 

Lieut.  Col.  F.  A.  Hawkins,  United  States  Army  (interposing). 
Mr,  Graves  has  his  long-hand  notes.  I  saw  them  two  or  three  days 
ago. 

Mr.  Gkaham.  Colonel,  why  did  you  depart  from  your  rule  at  that 
meeting  ? 

Col.  Hdohes.  At  Hammond? 

Mr.  Gbahah.  At  that  meeting  where  they  changed  these  head- 
ings? 

Col,  Hughes.  Oh,  yes. 

Mr.  Graham.  Whv  did  you  depart  from  your  ordinary  rule  and 
not  make  stenographic  notes? 

Col.  Hughes.  This  wns  a  meeting  staged  by  the  War  Depart- 
ment officers.  They  came  out  there  to  approve  or  disapprove  all  of 
what  we  had  done,  and  it  was  entirely  up  to  them  to  state  whether 
there  were  any  stenographic  notes  to  be  taken  or  not.    That  is  it, 

Mr.  Graham.  You  nad  stenographic  notes  taken  of  the  meeting  in 
Chicago  the  nest  day? 

Col.  Hughes.  There  was  no  meeting.  They  simpjy  came  in  there 
and  signed  the  papers  to  close  the  transaction.  They  simply  sat 
around  the  office  until  the  stenographers  could  prepare  the  necessary 
form,  A  lawyer  was  present.  The  settlement  of  the  contract  was 
signed.  As  soon  as  the  papers  were  prepared  they  signed  them  and 
went  home  again. 

Mr,  Graham.  By  whom  was  these  men  represented — what  law- 
yers— King  &  King?  You  say  the  lawyers  prepared  the  papers. 
Did  they  nave  attorneys  there,  or  were  they  for  the  War  Depart- 
ment? 

Col.  Huohes.  It  was  Maj.  Camduff,  who  is  with  the  department. 

Mr.  Graham.  Did  the  Standard  Steel  Oar  Co,  have  attorneys 
present  at  that  time? 

Col.  Hughes.  No;  not  at  all. 


itv  Google 


OBDNANOB.  2427 

Mr.  Graham.  Well,  I  think  that  is  all.  Is  there  anything  that 
you  care  to  add  to  your  testimony  that  I  have  not  asked  you  ahout, 
Colonel  f 

Col.  Hughes.  Ko. 

Mr.  Jeffbhib.  Calling  your  attention  to  this  final  award  signed  by 
the  three  claims  boards,  shown  in  our  printed  record  at  page  1696, 
can  you  state  who  is  the  author  of  that!  Who  really  had  charge  ot 
the  preparing  of  that! 

Col.  Hughes.  That  was  prepared  in  the  Chicago  District  Ord- 
nance Office  W  Maj.  Camduff,  who  is  the  lawyer  I  referred  to.  and 
Mr,  Mansfield,  the  secretary  of  the  claims  board. 

Mr.  Jeffxeib.  I  notice  there  that  schedule  B  has  reference  to  cer- 
tain matters,  and,  among  other  things,  requisitions  that  come  in  or 
are  in  by  September  6.  wnich  would  be  the  date  that  that  was  signed. 
Did  these  different  officers  there  that  signed  tlut  know  what  requisi- 
tions had  been  made  by  the  Watertown  Arsenal  and  other  arsenals? 

Col.  HuoHEs.  That  was  discussed,  more  or  less,  at  the  meetings  at 
Hammond  the  day  before,  and  various  requisitions  were  ^lown  to 
the  War  Department  officers  there,  and  I  think  that  we  had  a  very 
clear  understanding  of  the  status  of  the  material  wanted  by  the 
Watertown  and  other  arsenals. 

Mr.  Jeffews.  We  understood  from  different  instances  in  Chi- 
cago that  Watertown  and  Rock  Island  Arsenals  were  not  really 
given  the  opportunity  to  make  requisitions  for  what  materials  they 
wanted  out  of  that  that  the  Standard  Steel  Car  Co. — that  that  was 
not  clearly  known  by  anybody  there.  Was  there  any  date  at  which 
these  arsenals  were  to  make  requisitions  subsequent  to  that  date? 

Col.  HooHBfl.  Yes;  there  was  a  very  clear  understanding.  During 
the  year  since  the  armistice  and  even  while  the  200  carnages  were 
being  completed  after  the  armistice,  the  Mnnufacturing  Division  here 
in  Washington,  the  Artillery  Division  sent  word  to  the  various  arse- 
nals to  visit  these  various  plants  and  choose  some  of  the  materials  and 
facilities  on  hand — those  things  that  thev  wanted.  For  months  past 
representatives  from  Bock  Island  and  Watertown  Arsenals  and  vari- 
ous other  Government  arsenals  had  come  up  and  selected  materials 
and  machinery  they  wanted  and  tagged  and  marked  some  and  a  great 
many  machines  and  considerable  material  had  been  shipped.  Water- 
town  was  charged  with  obtaining  the  spare  and  replacement  parts  for 
carriages.  They  had  submitted  a  great  many  requisitions  wnich  had 
been  filled,  but  in  order  to  insure  this  I  sent  a  telegram  to  Water- 
town  telling  them  that  we  wanted  to  close  this  thing  out  and  that  any 
additional  requisitions  that  they  wanted  to  submit  should  be  sub- 
mitted before  October  I,  And  further,  they  sent  a  great  many  of 
these  requisitions  out  to  the  plant. 

And  Brauer,  who  has  been  handling  these  lists,  came  out  to  the 
plant  and  brought  with  him  the  lists  of  spare  and  replacement  parts 
and  went  over  the  whole  thing  with  the  Government  employees,  and 
I  think  with  Jenks,  and  explained  what  he  wanted ;  and  I  saw  him 
in  Chicago — he  came  up  to  my  office  and  said  that  he  had  asked  for 
everything  that  he  wanted. 

Mr.  Jeffebis.  When  did  he  do  that? 

Col.  HuoHis.  When  did  he  do  that! 

Mr.  Jeffebis.  Yes. 


itv  Google 


2428  WAB  SXPENDITTJRES. 

Col.  Hughes.  That  was  before  October  1 ;  I  do  not  remember  jnst 
what  date  it  was, 

Mr.  Jefferis.  Had  one  of  these  arsenals  at  one  time  asked  for  that 
building  out  there. 

Col.  Hughes,  Not  that  I  know  of. 

Mr.  Jepferis.  Had  you  gone  over  particularly  all  of  the  requis- 
tions,  Colonel,  or  not. 

Col.  HnoHEs.  No;  T  had  not. 

Mr.  Jeffehis.  Do  you  know  whether  the  Standard  Steel  Car  Ca 
had  gone  over  the  requisitions? 

Col.  Hughes.  Undoubtedly  thev  had — I  do  not  know  that.  W* 
had  Government  officials  at  the  plant  whose  duty  it  was  to  reoeivj 
these  requisitions  and  ship  the  articles. 

Mr.  Graham.  Now,  Col.  Hughes,  is  there  any  other  statement  yoo 
wish  to  make  concerning  any  other  matters  pertaining  to  this  par- 
ticular settlement! 

Col.  Hughes.  I  can  not  think  of  anything  right  now  that  I  care  to 
say ;  I  may  have  something  later  on,  aft«r  you  have  examined  oUier 
witnesses. 

Mr.  Gbaham.  All  right. 

Mr,  Jefferis.  Colonel,  in  our  printed  record,  page  1980,  there  ap- 
pears a  letter  signed  by  C.  L,  Tewksbury,  major,  Ordnance  Depart- 
ment, United  States  Army,  directed  to  the  Chicago  district  ordnance 
office,  Cost  Accounting  Section,  for  the  attention  of  Mr.  Charles  B. 
Miller,  supervisor,  containing  these  two  paragraphs: 

Receipt  la  acknowledged  of  your  letter  of  September  22,  \t'ltb  inclosarvs 
delivered  to  this  office  by  Col,  Hughes, 

2.  In  tills  conference  with  the  writer.  Col.  Hughes  emphasUed  the  I^A 
that  It  was  the  desire  of  the  War  Department  Claims  Board  to  settle  the  dLaln 
of  the  Standard  Steel  Car  Co.  as  soon  ae  possible  without  the  great  dela; 
which  would  be  Involved  In  the  complete  audit  of  the  accounts  and  the  check- 
ing of  Inventory.  I  stated  to  Col.  Hughes,  In  view  of  this  fact.  If  the  claims 
board  desired  to  accept  the  responsibility  of  making  such  a  settlement,  the 
coat  accounting  section  would  not  continue  Its  work  at  this  plant. 

Did  you  see  Mr,  Tewksbury  personally? 

Col,  Hughes.  Yes. 

Mr.  Jeffebis.  What  is  the  fact  as  to  you  stating  to  him  that  it 
was  the  desire  of  the  War  Department  Claims  Board  to  settle  that 
claim  without  the  delay  involved  in  a  complete  audit? 

Col.  Hughes,  As  I  said,  I  believe  yesterday,  I  brought  to  Wash- 
ington a  letter  with  me  from  Mr,  Blakey,  either  addressed  to  Mr. 
Tewksbury  or  to  Mr.  Miller,  and  forwarded  by  Mr.  Miller  by  in- 
dorsement, in  whicli  they  raised  flic  point  as  to  the  inadvisability 
of  continuing  the  work  of  auditing  the  work  for  the  purpose  of  de- 
termining the  unit  cost  of  each  carriage. 

Mr.  Jefferis.  I  know,  but  that  does  not  answer  this  phase  of  it: 
"\t  this  conference  with  the  writer,  Col.  Hu^es  emj)hasized  the 
fact  thati  it  was  the  desire  of  the  War  Department  Clauns  Board  to 
settle  the  claim  of  of  the  Standard  Steel  Car  Co.  as  soop  as  possible," 
etc.,  without  delay  or  audit. 

Now,  do  you  state  to  Mr.  Tewksbury  that  it  was  the  desire  of  the 
War  Department  Claims  Board  to  settle  that  without  an  audit  and 
in  accordance  with  what  I  have  read  you? 

Col.  Hughes.  I  can  not  state  positively  just  what  my  words  were 
to  Major  Tewskbury,  but  I  remember  talking  over  with  Mr.  Dorr 
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a  question  of  the  ezi>eiise  of  continuing  the  organizatton  at  the  plant 
in  its  present  condition,  and  I  am  not  positive  whether  I  mentioned 
to  him  this  question  of  determining  the  unit  cost  per  carriage.  But, 
as  I  remember  it,  Mr.  Dorr  said  that  he  thought  it  would  be  very 
advisable  to  have  the  claim  settled  and  cut  out  that  running  expense 
at  the  plant  and  that  is  probably  what  Maj.  Tewksbury  refers  to 
when  he  says  the  War  Department  Claims  Board  wanted  to  cut  out 
that  expense. 

Mr.  Jeftbrib.  Now,  what  is  the  factl  What  did  you  state  about 
the  War  Department  Claims  Board,  and  what  is  the  fact  as  to  the 
War  Department  Claims  Board  wanting  to  have  this  claim  settled  t 
Did  they  give  you  any  specific  directions  or  anything  of  the  kind  to 
settle  this  claim  ?  I  am  talking  of  the  big  board  i 
Col,  HuQHES.  They  ^ve  me  no  instructions  at  all. 
Mr.  Jeftebis.  Is  Maj,  Tewksbury  in  error,  or  what  is  it.  when  he 
says  that  you  emphasized  the  fact  that  it  was  the  desire  of  the  War 
Department  Claims  Board  to  settle  the  claim  of  the  Standard  Steel 
Car  Co.! 

Col.  Hdohes.  Undoubtedly  from  my  conversation  with  Mr.  Dorr 
I  got  the  impression  of  opinion  from  hmi  that  it  would  be  to  the  very 
great  advantage  of  the  Government  to  settle  this  claim  as  promptly 
as  possible. 

Mr.  Jbpfbbis.  Did  he  know  at  that  time  that  it  was  a  $3,000,000 
agreement? 

Col.  Hughes.  I  do  not  know — that  question  has  been  asked  before, 
Mr.  Jefferis — I  do  not  know  whether  in  my  conversation  with  Mr. 
Dorr  that  morning  I  mentioned  the  lump-sum  offer  or  not.  I  simply 
said  that  as  far  as  the  district  claims  board  was  concerned  we  had 
made  up  our  minds  as  to  what  we  thought  we  could  offer  to  the 
Standaid  Steel  Car  Co.  and  wanted  to  get  as  rapid  action  on  the 
thing  on  the  part  of  the  War  Department  officials  as  possible.  I 
went  to  Mai.  Tewksbu^'s  office  for  the  purpose  of  delivering  this  let- 
ter of  Mr.  Blakey's,  at  Mr.  Miller's  request,  who  said, "  You  are  going 
to  Washington.  Will  you  take  this  letter  down  ?  "  I  said.  "  I  most 
assuredly  will,"  Mr.  Miller  when  he  presented  that  letter  told  me 
of  the  very  great  difficulty  which  the  auditing  department  would 
encounter  if  it  attempted  to  go  through  all  of  the  cost  recorijs  out 
there  for  the  purpose  of  determining  a  unit  cost,  and  it  is  perfectly 
possible  that  in  the  course  of  that  conversation  I  referred  to  the  fact 
that  I  had  just  talked  to  Mr.  Dorr,  who  had  told  me  that  he  consid- 
ered it  advisable  to  settle  the  claim  and  as  promptly  as  possible  to 
cut  out  any  additional  overhead  expense  at  the  plant. 

Mr.  Jefferis.  I  take  it  from  this  letter  of  Maj,  Tewksbury,  the 
subsequent  paragraph  of  it,  that  the  accounting  section  was  to  go  on 
and  find  out  the  unit  cost  That  is  found  in  paragraph  4.  But  this 
paragraph  2  that  I  read  appears  to  me  to  have  no  reference  to  para- 
graph 4,    Paragraph  4  reads ; 

If  It  Is  the  desire  of  the  War  Department  Claim!)  Board  to  settle  this 
contract  by  neKotiailon,  It  will,  of  conree,  be  necesMary  for  your  office  to 
submit  the  final  unit  costs  In  accordance  with  Instmctlons,  and  you  are 
therefore  authorlied  to  prepare  such  a  titntcment  of  expen^ltnros  on  this 
contract  as  you  can  prepare  from  the  O^rtv  which  you  have  already  com- 
piled and  those  which  yon  will  be  able  to  secure  from  the  claims  board, 
covering  the  parmenta  made  by  the  tward  io  Oual  settlement  of  the  claim. 
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In  other  words,  as  I  view  that,  the  unit  cost  was  to  be  ascertain*: 
afterwards.  But  this  paragraph  2,  written  September  25.  ISl*. 
seems  to  state  here  in  positive  lajiguage: 

In  this  conference  with  the  writer  Col.  Hughes  emphasized  the  fact  Uut  \: 
was  the  desire  of  the  War  Department  Claims  Board  to  settle  tbe  riain 
of  the  Standard  Steel  Car  Co.  as  sooa  as  possible  without  tbe  great  deb; 
which  would  be  Involved  In  the  complete  audit  of  the  accounts  and  the  dwit 
Ing  of  Inveotory,  I  stated  to  Col.  Hughes,  In  view  of  this  fact,  if  the  cUiis 
board  desired  to  accept  the  responslbiUtj'  of  tnaklns  such  a  settlenHSit,  ^ 
cost  accounting  section  would  not  ctmtinue  Its  work  at  this  plant. 

Col.  Htjohes.  I  do  not  remember  of  discussing  the  question  witli 
Maj.  Tewksbury  or  not  as  to  wlio  would  accept  the  responsibilin 
for  the  claims  settlement, 

Mr.  Jbffehis.  Did  he  state  to  you? 

Col.  HnoHBS.  I  say  T  do  not  remember  discussing  it  with  hie 
at  all. 

Mr.  R,  H.  Hawkins,  When  I  testified  about  three  weeks  ago,  fol- 
lowing Col.  Reeves,  T  stated  that  the  Standard  Steel  Car  contrac; 
CF-331  originally  called  for  964  carriages  and  was  reduced  to  *• 
carriages  in  March.  I  want  to  correct  that  by  stating  that  thu 
reduction  was  under  date  of  December  10,  1918,  later  reduced  by 
extension  of  200  carriages  on  March  25,  1919.  I  had  the  wrong  dai? 
of  that  reduction  to  300. 

Col.  Hdohes.  You  see  the  subject  of  this  letter  from  Maj.  Tewt=- 
bury,  dated  September  25,  is  "Cost  of  200  carriages  and  work  in 
process,  Standard  Steel  Car  Co.  —  CF-331."  That  was  the  subjec: 
of  my  conversation  with  Tewksbury  at  Miller's  request — the  que^ 
tion  as  to  the  advisability  of  continuing  the  work  of  attempting  to 
determine  the  exact  unit  of  cost  per  carriage.  As  I  remember  it, 
at  that  time  he  told  me  and  also  Mr,  Miller  had  told  me  previouslv— 
that  this  work  of  determining  unit  cost  was  work  which  had  beeo 
called  for  by  the  manufacturing  divisions  who  wanted  to  get  that 
information  so  that  when  additional  contracts  for  similar  material 
were  placed  they  would  have  some  basis  on  which  to  act,  and  we 
had  felt  for  some  time  in  the  office  that  nothing  but  an  engineering 
estimate  could  ever  be  obtained,  and  then  when  the  cost  accountant 
came  in  with  a  similar  statement  that  they  thought  it  would  be 
impracticable  or  inadvisable  to  attempt  to  do  that  work  and  thej 
said  they  could  not  get  it  exactly  even  if  they  did  work  on  it  a  lonp 
time,  that  it  would  be  advisable  for  me  to  come  to  Washington  with 
this  letter  of  Miller's  and  talk  to  Maj.  Tewksbury  about  it  person- 
ally,  and  that  was  the  subject  of  our  conversation.  That  was  tbe 
reason  I  went  into  his  office.  As  I  said  before,  it  is  barely  possible, 
having  just  come  from  Door's  office  that  morning  I  did  emphasize 
the  great  advisability  of  stopping  any  unnecessary  work  at  the  plant. 
That  is  all  I  have  to  say. 

Mr.  Jefferis.  It  is  apparent  from  that  language  of  Maj.  Tewks- 
bury to  me,  that  you  must  have  emphasized  flie  desire  of  the  War 
Department  Claims  Board  to  settle  tiiat  without  the  formality  of  ta 
audit. 

Col.  Hughes.  Xo,  sir.  I  think  that  assumption  is  an  entirely  in- 
correct one.  I  am  perfectly  honest  in  my  statement  that  I  went  there 
on  Miller's  request  to  talk  to  Maj.  Tewksbury  about  the  cost  of  the 
work  of  determining  the  exact  cost  of  a  unit.    I  do  not  think — and 
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I  am  almost  positive — that  I  did  not  discuss  this  claims  settlement 
with  Maj.  Tewksbury  at  all.  I  would  have  no  reason  to  diacuas  it 
with  him.  I  may  have  said  that  I  would  come  down  to  Washinjfton 
with  the  object  in  view  of  getting  the  War  Deparbnent  officials  to  ap- 

trovQ  what  we  had  done  out  there.    But  I  am  positive  that  I  did  not 
iscuss  the  claims  settlement  and  the  question  of  auditing  the  claims 
settlement  with  Maj.  Tewksbury  at  alL   I  am  willing  to  swear  to  that 
I  went  in  there  to  discuss  the  question  of  determiiung  the  unit  cost. 
Mr.  Gabbbtt.  That  is  on  the  completed  carriage  as  I  understand 
you? 

Col.  HuoHzs.  Yes,  rar.  Tou  see  they  had  ordered  961  carriages, 
and  then  canceled  it  to  300  and  then  to  200,  and  the  auditors  felt  Utat 
the  Washington  ordnance  office  here  was  aslong  something  of  them 
that  was  almost  impossible  when  they  said  "  We  would  like  to  know 
what  each  one  of  those  carriages  cost." 

TESTZHOHT  0?  ICS.  E.  E.  ASISON,  CEICAaO,  HX. 

(The  witness  was  duly  swom  by  Mr.  Graham.) 

Mr.  Graham.  Col.  Ajison,  I  will  ask  you,  as  I  have  asked  CoL 
Hughes,  in  view  of  the  situation  here,  whether  you  voluntarily  ap- 
pear before  this  committee  and  waive  any  immunity  that  may  accrue 
to  you  by  virtue  of  your  testimony  here  I 

Mr.  Abibon.  I  do. 

Mr.  Graham.  The  committee  is  quite  willing  and  not  only  wUling 
but  anxious  to  know  anything  you  know  about  the  Standard  Steel 
Car  Co.  contract,  and  want  to  go  into  it  as  fully  as  we  can  with  you. 
However,  if  we  do  not  cover  all  the  territory,  you  are  at  liberty  at  any 
time  to  Busiest  anything  else  that  may  occur  to  you. 

When  did  you  6rst  go  to  Chicago  in  connection  with  the  war 
claims  board  f 

Mr.  Abison.  I  was  located  in  Chicago,  sir,  at  the  time  of  the  armis- 
tice. 

Mr.  Graham.  When  did  you  go  into  the  Army,  originally  t 

Mr.  Abison.  The  date  of  my  commission  was  October  S,  1917. 

Mr.  Gbaham.  What  department  were  you  commissioned  in? 

itr.  Abison.  In  the  Ordnance  Department 

Mr.  Gbaham,  As  what! 

Mr.  Abison.  As  major. 

Mr.  Gbaham.  And  how  long  did  tou  continue  in  the  service? 

Mr  .Aribon.  Until  October  25,  1919. 

Mr.  Graham.  Are  you  in  the  service  now? 

Mr.  Arison.  No,  sir. 

Mr.  Graham.  Are  you  connected  with  the  Chicago  claims  board 
now  I 

Mr.  Abison.  Not  officially,  at  the  present  time;  no,  sir. 

Mr.  Graham.  Are  you  connected  with  it  in  any  capacity  at  all? 

Mr.  Abison.  No,  sir;  except  I  am  at  present  here  available  to  you 
gentlemen. 

Mr.  Graham.  But  ^ou  have  no  official  connection  with  them  in 
any  way,  either  as  advisor  or  expert  or  any  other  way? 

Mr.  Arison.  I  have  not  received  any  appointment  since  my  dis- 
charge; no,  sir. 


itvGoO^lf 


2432  WAB  BXPENDITUBE8. 

Mr.  Gbauah.  What  was  your  business,  Colonel,  before  you  «& 
into  the  Armyt 

Mr.  Abison.  Industrial  engineer. 

Mr.  Geaham.  With  your  office  where? 

Mr.  Abison.  In  Chicago. 

Mr.  Gbahah.  Were  you  in  any  partnership  there! 

Mr.  Abison.  I  was  a  member  of  the  Emerson  Co.  of  "Setr  Yori 
I  had  charge  of  their  western  business. 

Mr.  Gbauam.  And  were  you  doing  work  of  that  sort  of  empliye 
ment  in  factories! 

Mr.  Abison.  Generally  socalled,  but  my  work,  Mr.  Grraham,  vu 
more  larf^ly  that  of  a  business  counsellor  and  organization  and  p~ 
organization  of  plants. 

Mr.  Graham.  What  did  you  do  in  the  Ordnance  Departmem' 
What  were  your  duties! 

Mr.  Aribon.  I  was  first  called  to  the  Ordnance  Department,  fne 
the  Society  of  Industrial  Engineers  by  Maj.  Going — at  that  tim 
Mr.  Going — to  assist  in  the  work  of  the  production  section,  tni 
was  assigned  by  him  to  the  general  direction  of  the  field  men  wbc 
were  investigating  the  plants  which  were  endeavoring  to  secure  cot- 
tracts,  or  which  were  being  considered  by  the  Government  for  con- 
tracts, to  determine  their  possibilities  and  their  fitness. 

Mr.  Graham.  In  this  capacity  did  you  have  anything  to  do  with 
the  Standard  Steel  Car  Co.! 

Mr.  Arison.  No,  sir. 

Mr.  Graham.  Had  you  ever  been  employed  by  the  Standard  St«J 
Car  Co.! 

Mr.  Arison.  No,  sir. 

Mr.  Graham.  You  had  never  done  any  work  for  them! 

Mr.  Abison.  No,  sir. 

Mr.  Graham.  Were  you  in  the  standing  employ  of  any  manufac- 
turing interests  of  any  kind  at  that  time;  did  you  have  as  your 
clients  any  particular  people! 

Mr.  Arison.  At  the  time  I  went  into  the  service! 

Mr.  Graham.  Yes. 

Mr.  Arison.  I  had  the  direction  of  contracts  which  our  compan; 
had.  chiefly  on  the  Pacific  Coast,  with  the  lumber  industry. 

Mr.  Graham.  Well,  how  soon  did  you  have  anything  to  do  with 
the  contract  of  the  Standard  Steel  Car  Co.  for  the  building  of  these 
Howitzer  carriages! 

Mr.  Abison.  I  was  ordered  to  Chicago  on  April  22,  1918,  by  Gen. 
Jamison,  with  instructions  that  I  was  to  go  there  and  confer  witli 
Mr.  Russel,  the  newly-appointed  chief,  with  the  possibility  that  I 
would  be  his  assistant.  The  office  was  very  small  at  that  time.  I  was 
fortunate  enough  to  meet  with  Mr.  Russel's  approval  and  was  trans- 
ferred there. 

We  immediately  occupied  ourselves  with  getting  acquainted  with 
the  contracts  under  the  jurisdiction  of  the  district.  Among  those, 
the  most  important  one,  was  that  of  the  Standard  Steel  Car  Co.— 
important  because  of  the  magnitude  of  it.  By  conference,  and  from 
reports,  we  gained  the  impression  that  the  work  was  not  progressing 
as  fast  as  the  demands  of  the  war  made  us  feel  it  should;  and  some- 
time during  the  month,  between  May  1  and  June  1 — I  do  not  recall 
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st    exactly    when — we  decided  that  we  would  have  a  prominent 
lanuf  acturer  attached  to  our  office  and  sent  to  this  plant  to  make  a 
ipoii:   to   us  of  conditions  there.     In  that  connection,  Mr.  Lyons, 
r\io  ^as  another  one  of  Mr.  Bussel's  assistants,  and  who  was  very 
nsti-umental  in  attracting  to  the  service  men  of  experience,  had 
©cured  the  service  of  Mr.  James  Church,  who  was  formerly  works 
nanager  of  the  AUis-Chalmers  Co.,  and  who  was  then  attached  to 
:.he-  Mil-waukee  suboflSce  as  a  production  engineer.     It  was  our 
opinion  that  Mr.  Church  would  be  just  the  man  to  ^o  out  there,  by 
reason  of  his  wide  manufacturing  experience  and  ability,  to  spend  a 
week  studying  the  situation,  ana  then  to  report  to  us,  so  that  we 
could  see  what  could  be  done  from  the  Government's  side  to  facilitate 
the  work.    During  the  course  of  that  week,  Mr.  Jesse  A.  Vail  was 
also  brought  into  the  department  by  Mr.  Lyons.    He  was  a  man 
with  large  executive  ability,  and  we  decided  to  couple  the  two  men. 
We  thereupon  sent  for  the  officials  of  the  Standard  Steel  Car  Co., 
and  M.  Hansen  and  Mr.  Cory,  Mr.  Jenks,  and  I  believe  Mr.  Chris- 
tensen,   their  chief  engineer,  came  to  the  office  on  Weet  Jackson 
fioulevard  for  a  conference,  and  Mr.  Russel  informed  them  that  we 
were  sending  out  two  prominent  manufacturers  to  stay  with  them 
a  week  and  make  a  report — I  am  wrong  in  saying  that  at  this  meet- 
ing we  advised  them  that.     We  had  advised   them  that  we  were 
sending  these  men,  and  then  the  officials  of  the  Standard  Steel  Car 
Co.  came  into  the  .office  and  protest«d  sending  them,  saying  that 
they  thought  it  would  interfere  with  their  work;  they  felt  that 

-  had  been  harassed  and  hampered  by  delays  and  by  the  Government 
procedure  up  to  that  time,  and  protested  very  vehemently  against 
our  sending  these  men. 

Mr.  Graham.  Who  was  doing  the  protesting! 

Mr.  Ahison.  I  think  Mr.  Hansen  voiced  or  spoke  for  the  company. 

-  But,  nevertheless,  we  insisted  on  sending  them.  They  went  out  and 
stayed — they  had  been  there  approximately  10  days  when  Mr.  Han- 
sen and  his  assistants  again  waited  on  us  with  the  statement  that 
they  understood  we  were  going  to  withdraw  these  men,  and  the 
very  strong  request  was  made  that  we  permit  them  to  remain  there, 
because  in  that  time  they  had  been  of  g™at  assistance  to  them  in 
helping  to  straighten  out  difficulties.  That,  I  think,  is  the  first 
instance  and  the  occasion  for  the  instance  that  I  came  in  touch  per- 
sonally with  the  Standard  Steel  Car  contract. 

Mr.  Ghahah.  It  was  in  September,  you  sayt 

Mr.  Arison.  It  was  in  the  month  of  May,  1918. 

Mr.  Graham.  From  that  time  to  the  time  the  armistice  was  signed, 
did  you  go  out  there  very  often  t 

Mr.  Akisox.  I  visited  the  plant  I  should  think  three  times  during 
the  Bummer,  once  with  Mr.  Russel  and  Gen.  Williams  and  once 
with  Gen.  Jamison  and  Mr.  Bussel,  and  once  with  Gen.  Homey  of 
the  Field  Service. 

Mr,  Graham.  Were  you  there  when  the  Standard  Electric  Con- 
tractinfr  Co.,  or  engineering  company — I  have  forgotten  which  the 
proper  designation  is — got  into  trouble  about  some  presents  they 
had  ^ven  to  some  of  the  employees? 
Mr.  Arison.  At  the  Chicago  office! 
Mr.  Graham.  Yes. 
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Mr.  AmsoN,  Yes,  sir.  The  way  in  which — as  I  recall  it,  il* 
Standard  Electric  matter  came  to  my  attention  first  was  throi^  i 
report  that  the  original  allotment,  amounting,  I  think,  to  $ro,'» 
had  been  exceeded  and  that  there  was  not  enough  money  allotuii 
for  that  specific  purpose  to  pay  the  amounts  of  the  bills  which  fin 
accountants  then  stated  had  been  audited  to  an  amount  beyond  thai: 
and  then,  as  I  recollect  it,  although  this  will  be  largely  hearsar  t- 
evidence — ^my  recollection  is  that  the  matter  was  taken  up  by  tie 
office  there,  and  then  later  I  learned  that  the  Military  IntelligHKi 
had  delved  into  the  matter,  and  still  later  these  articles  came  or. 
But,  personally,  I  did  not  know  anything  of  the  definiteness — and  ^ 
not  to-day — of  the  charges  made. 

Mr,  Graham.  Do  you  know  whether  this  item  in  the  official  aww. 
of  $121,585.57,  conunitments  for  materials  or  services  has  anythir: 
to  do  with  that  Standard  Electric  matter! 

Mr.  Arison.  It  was  my  understanding  that  it  was  the  unpaid  bil 
ance  which  the  auditors — if  I  am  permitted,  I  will  go  back  in  Uu 
a  little — at  the  time  of  the  discovery  of  this  excess  over  the  allot 
ment,  the  matter  was  gone  into  thoroughly,  and  it  was  deemed  tlm 
the  amount  expended  was  growing  too  large. 

Mr.  Graham.  Who  went  over  that? 

Mr.  AsisoN.  That  was  just  by  general — 1  can  not  say,  individuals. 
who  may  have  first  reached  that  decision ;  it  was  the  general  opinioc 
of  our  office  there. 

I  may  interpolate  there,  Mr.  Graham,  that  our  office  worked  mx 
as  individual  units,  but  very  particularly  so,  more  than  I  have  eve 
seen,  more  than  in  any  particular  organization,  as  a  group;  then 
was  seldom  anything  done  in  the  office  that  Mr.  Lyons,  Mr.  RosseL 
and  myself,  or  anomer  group  were  not  a  part  and  party  of.  Mr. 
Lyons  was  the  manager  of  plant  facilities,  I  was  the  production 
manager,  and  Mr.  Russel  was  the  chief,  and  the  three  divisions  wen 
more  or  less  correlated  at  all  times.  So  that  the  opinions  mined 
that  the  expenditures  were  in  excess  of  the  allotment  brougnt  oui 
a  study  of  the  contract,  and  it  was  our  opinion  that  the  contract  per- 
mitted of  too  wide  a  leeway,  and  a  combination  of  all  the  circum- 
stances resulted  in  the  Standard  Steel  Car  Co.  bein^  urged  to  termi- 
nate the  contract,  which  they  did,  as  I  understand  it,  and  the  result 
of  which  forced  the  Electric  Co.  into  bankruptcy,  and  they  completed 
the  work  themselves.  At  the  time  of  the  termination  of  the  con- 
tract a  complete  audit  was  made,  as  I  understand,  from  the  records 
of  the  entire  transaction  and  expenditures  actually  made  to  date. 
shown  to  be,  as  I  recall,  approximately  $188,000  plus,  of  which  I 
believe  the  only  amount  that  had  been  paid  would  be  the  amount 
allotted,  some  $70,000. 

Mr.  Graham.  To  summarize,  the  auditors  or  accountants  refused 
to  approve  the  balance! 

Mr.  Arison.  I  do  not  think  that  is  a  correct  statement.  The  au- 
ditors oould  not  approve  it  because  there  was  no  allotment  out  of 
which  to  pay  it.  I  think  bad  there  been  an  allotment  the  account 
would  have  gone  through  and  been  paid  in  the  usual  course  without 
any  question. 

Mr.  Graham.  Did  they  report  on  it? 

Mr.  AaisoN.  In  connection  with  the  other  Government  officials 
at  the  plant;  yes,  sir. 
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**r.  GttAHAM.  Do  you  have  that  teportt 
Mr.  AniBON.  Sir? 

^r.  Graham.  Do  you  have  a  copy  of  that  report! 
■M-f.  AiusoN.  I  do  not  know  that  there  was  any  formal  written 
report  of  that  kind. 

-Mr.  Graham.  I  am  verv  much  of  the  impres^on  that  the  testimony 
nertoioro  taken  before  this  committee  shows  some  place  along  the 
^™*  they  had  disapproved  the  balance  of  those  items. 

■^^.  Arisom.  I  tmnk  that  is  correct,  Mr.  Graham;  eventually  that 
they  disapproved  of  it  But  at  the  initial  investig&ti<Hi  into  this'situa- 
tion  it  came  up  as  a  result,  according  to  my  impression,  of  there  not 
being  sufficient  money  allotted;  in  other  wonfa,  the  opinion  of  all 
the  Government  officials  at  that  time  was  that  the  origmal  estimate 
"Was  either  not  sufficient  to  cover  the  work  contemplated  or  the  con- 
tract -was  not  a  proper  contract. 

Mx.   Gbahah.  But,  anyhow,  when  you  came  to  the  final  settle- 
ment, you  put  that  $121,000  in  it,  did  you  not? 
Mr.  Abison.  Yes,  air. 

Mr.  Gbahah.  When  were  you  appointed  a  member  of  the  Chi- 
<:aeo  district  claims  board,  Mr.  Arisen? 

Mr.  Arison.  I  can  not  recall  the  exact  date,  Mr.  Graham,  it  was. 
Subsequent  to  the  armistice  there  was  a  period  of  about  a  month  in 
"which  there  was  absolutely  nothing  doing.  I  got  very  restive  after 
the  activity  of  the  previous  year  and  requests  a  leave  of  absence 
sjid  secured  the  sarae  for  10  days,  and  took  a  trip  to  rest  up.  When 
I  returned,  or  shortly  after  I  returned,  as  I  recall  it,  Mr.  Kussel 
asked  me  to  be  a  member  of  the  board.  I  wished  to  be  relieved  so 
that  I  could  get  back  to  my  industrial  work;  but  he  urged  on  me 
the  responsibility  that  I  owed,  due  to  the  fact  that  I  had  been 
intimately  associated  with  him  in  the  supervision  of  all  these  con- 
tracts, and  that  it  was  a  moral  obligation  on  me  to  remain  and 
assist  him  in  the  cleaning  up  of  the  work  that  the  Government  was 
then  planning.  He  put  it  up  in  such  a  way  that  I  could  not  refuse, 
and  I  consented  to  remain  on,  and  was  appointed  in  the  course  of 
time  a  member  of  the  board. 

Mr.  Graham.  When  did  you  first  have  anythii^  to  do  with  the 
settlement  of  claims  of  the  Standard  Steel  Car  Co.?  Do  you  re- 
member what  the  first  notice  of  that  was? 

Mr.  Arison,  I  could  not  recall  that  date  exactly.  But  I  can  say 
this:  That  the  division  of  the  Standard  Steel  Car  Co.  claim  in  ite 
units  commenced  within  a  very  short  time  after  the  organization 
of  the  claims  bcraxd,  for  the  reason  that  there  were  a  tremendous 
number  of  subcontracts  involved,  and  for  a  period  there,  as  you 
may  recall,  the  general  situation  seemed  very  serious  on  the  IfUior 
pnwlem,  the  problem  of  keeping  labor  employed,  and  we  were  urged 
to  assist  in  every  way  in  the  settlement  of  subcontrats,  so  that  the 
business  of  the  country  could  go  on. 

Mr.  Graham.  Now,  tell  us  more  about  that,  Mr.  Arison.  You 
sav  you  were  "  urged."    Urged  bjy  whom? 

Mr.  Arison.  We  were  urged  by  the  general  public  opinion,  Mr. 
Graham.  It  was  a  feeling  all  over  the  country,  it  was  in  the  papers, 
and  we  had  our  official  directioa  front  the  Chief  of  Ordnance. 

Mr.  Graham.  That  is  what  I  am  talking  about.  I  am  not  talking 
about  public  opinion.    Of  course,  we  can  judge  that  as  well  as  you. 
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But  what  I  want  to  know  is  whether  you  got  any  orders  from  y. 
dUperiors  or  instructions  to  the  effect  you  have  now  detailed  t 

Mr.  AitisoN.  We  were  continually  receiving  nrgings  in  the  fo. , 
of  letters  and  so  on  to  facilitate  the  settlement  of  the  subconbi ; 
as  much  as  possible, 

Mr.  Graham.  For  what  general  purpose! 

Mr.  Ambon,  Sir? 

Mr.  Gbahau,  For  what  general  purpose  was  it?  What  wa.«  (& 
general  purpose,  as  expressed  to  you  now  by  the  War  Departm"- 
as  to  the  general  objects  to  be  obtained  by  the  settlement  with  ib- 
subcontratSors  promptly! 

Mr.  Ambon.  I  could  not  recall  definitely  the  exact  wording. 

Mr.  Graham.  Was  it  to  keep  labor  employedj  or  was  it  to  ?-- 
money  back  into  the  industries,  or  what  was  it  for! 

Mr,  Abison.  As  I  understood  it,  it  was  in  the  GJovemment's  ir 
terest — in  the  broad,  general  interest  of  the  public. 

Mr.  Graham.  In  any  event,  your  board  felt,  and  you  felt  as : 
member  of  it,  that  the  Govenmient  was  insisting  upon  speed  .a 
getting  these  settlements  made;  is  that  true! 

Mr.  Arison.  No,  sir;  not  "speed." 

Mr.  Graham.  Well,  what  then! 

Mr.  Abison.  Our  very  best  judgment  to  conserve  the  Goven- 
ment's  interests,  which  included  not  only  getting  the  industries  baft 
but  not  at  an  expensive  cost. 

Mr.  Graham,  Why  do  you  say,  then,  if  speed  was  not  an  elenwoi 
of  it,  that  they  were  "  urging  "  you,  and  that  you  received  repeataj 
letters?  Did  you  take  those  as  indications  that  the  QovemmeDt 
wanted  you  to  move  with  expedition,  or  did  you  not! 

Mr.  Arison.  I  took  it  as  an  indication  of  the  tremendous  impor- 
tance of  the  matter  in  hand,  Mr.  Graham. 

Mr.  Graham.  Can  you  answer  the  question  I  put  to  you  directlj. 
or  can  you  not!    Mr.  Stenographer,  read  it. 

(The  stenographer  thereupon  read  as  follows:) 

Why  do  you  say,  then,  tf  speert  was  not  an  element  of  It,  that  they  were  "mj- 
Ing"  yon,  and  that  you  received  repeated  letters?  Did  you  take  tbose  aa  Indt 
catlona  that  the  OovemmeDt  wanted  you  to  move  with  expedition,  or  dfd  jm 
Dot? 

Mr.  Armon.  I  am  trying  to  get  at  the  atmosphere  surrounding 
that  board? 

Mr.  Graham.  Did  you  take  that  as  an  expression  of  the  desire  of 
the  Government  to  settle  these  things  speedily,  or  did  you  not! 

Mr,  Amson.  That  is  a  very  hard  question  to  answer  the  way  yon 
frame  it,  Mr.  Graham! 

Mr.  Graham.  You  know  how  you  felt  about  it,  do  you  not! 

Mr.  Abison.  I  did  not  consider  it  in  terms  of  speed;  no,  sir. 

Mr.  Graham.  What  did  you  consider  was  the  idea  of  the  Qovem- 
ment!  What  did  you  think  the  Government  wanted  you  to  do,  as 
evidenced  by  these  instructions  that  you  got  from  time  to  time  and 
that "  urging  "  that  you  spoke  about — urging  means  something! 

Mr.  Arison.  Yes,  sir. 

Mr.  Graham,  Urged  to  do  what! 

Mr.  Arison.  Urged  to  reach  a  settlement  of  the  tremendous  prob- 
lems that  were  raised  by  the  termination  of  the  war  and  the  general 
world  conditions. 
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Mr.  Graham.  That  was  your  business  to  do  that,  was  it  not? 
Mr.  Abison.  Sirt 

Mr.  Graham.  The  settlement  of  them;  that  is  what  you  were  there 
:for? 

Mr.  Arison.  Yes,  sir. 

Mr.  Graham.  Besidee  settling,  what  was  the  Government  urging 
you  to  do — anything! 

Mr.  Ahison,  No,  sir.  They  were  urging  for  a  settlement,  but  I 
did  not  consider  they  were  urging — I  think  I  may  explain,  if  you 
will  permit  me. 

Mr.  Graham.  Go  ahead. 

Mr.  Abison.  That  to  my  attitude  of  mind  would  mean  to  make  an 
efficient  settlement  of  these  problems,  and  efficiency  considers  the 
least  possible  delay  with  proper  performance. 

Mr.  Graham.  Well,  you  spoke  also  of  the  fact  that  you  had  labor 
employed.    Was  the  Government  urging  you  to  do  thatf 
Mr.  Arison.  To  keep  labor  employrai 
Mr.  Graham.  Yes. 

Mr.  Arison,  Only  in  the  most  ^uieral  terms,  as  I  recall  it 
Mr.  Graham.  Wnat  are  you  giving  us,  then,  when  you  say  that 
that  was  the  idea,  to  keep  labor  employed  t    Are  you  giving  us  im- 
pressions you  got  from  the  public  or  are  you  giving  us  what  your  su- 
periors in  office  told  you ! 

Mr.  Arison.  I  understood  it  to  mean,  Mr.  Graham — and  it  meant 
to  nie — their  method  of  tiring  to  impress  me  with  the  importance 
of  the  task  to  which  I  had  been  assigned. 

Mr.  Graham.  Then,  why  do  you  say  they  wanted  to  keep  labor 
employed.    Who  told  you  that? 
Mr.  Abison.  I  do  not  recall  that  anyone  told  me  that. 
Mr.  Graham.  Why  did  you  interpolate  it  here  in  your  remarks, 
then? 

Mr.  Arison.  I  can  onlv  give  you  my  mental  atmosphere  at  the 
time,  which  was  naturally  created  by  keeping  abreast  with  the 
topics  of  the  times  and  the  relations  to  my  work. 

Mr.  Graham.  Yes,  sir;  but  you  did  not  get  it  from  any  of  your 
superiors  in  office. 
Mr.  Abison.  I  could  not  say  definitely  whether  I  did  or  did  not, 
Mr,  Graham,  Did  you  or  did  you  not? 

Mr.  Abison,  I  could  not  say  definitely  whether  I  did  or  did  not 
at  this  time,    I  do  not  recall  definitely  receiving  such  instructions. 

Mr.  Grah.^m.  What  were  these  repeated  urgings  that  you  got? 
Can  you  tell  us  about  any  specific  instance?  What  did  you  get 
from  your  superiors?     You  evidently  got  something? 

Mr,  Arison.  We  got  general  routine  instructions  continually,  sir, 
all  of  which  arc  a  part  of  the  record  which  I  could  not  recafl. 

Mr.  Gbaham,  We  have  both  of  the  general  orders  in  our  records 
that  were  issued.    What  else  did  you  get? 
Mr.  Abison.  I  do  not  recall  anything  else  particularly. 
Mr,  Gbaham.  Coming  down  to  that  proposition  that  the  Gov- 
ernment was  urging:  The  Government  was  not  urging  you  to  do 
anvthing,  was  it  ? 

Mr.  Arison.  Some  individuals  might  not  consider  it  an  urge.  I, 
in  my  effort  to  do  the  very  best  that  was  in  me  in  respect  of  the 
duties  assigned  to  me,  did  consider  it  an  urge ;  yes,  sir. 
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Mr.  Grahau.  You  do  not  recall  at  this  time  ever  having  Teoemi  ' 
any  letters  or  instructions  of  any  kind  except  the  printed  in^iw- '. 
tions  that  came  from  time  to  time,  do  you ! 

Mr.  Abison.  No,  sir. 

Mr.  Grahau.  How  much  did  you  have  to  do  with  negotdatiDt . 
this  settlement  of  the  Standard  Steel  Car  Co.,  pers<HiaJIy  f 

Mr.  AsisoN.  I  sat  in,  as  Col.  Hughes  has  testified,  at  his  reqoesL 
in  the  conference  with  Mr,  Graves,  after  his  arrival  from  Wad-  I 
ington  with  the  formulated  certificate  C,  and  with  Mr.  Cory. 

Mr.  Graham.  Did  you  know  Col.  Hughes  was  coming!  I 

Mr.  Aribon.  Col.  Hughes  had  been  at  the  office  for  soma  time,  91. 

Mr.  Grahau.  Did  you  know  he  was  to  take  up  this  claim  I 

Mr.  Arison.  Yes,  sir. 

Mr.  Graham.  How  did  you  know  thatt 

Mr.  Arison.  Mr.  Kussel  advised  me  that  Col.  Hughes — I  occapied 
the  office  next  to  Mr.  Russel — he  came  in  and  advSed  me  tJiat  CoL 
Hughes  was  coming  to  Chicago,  assigned  there  by  the  Chief  of  Ord- 
nance, and  that  he  wished  that  I  would  arrange  so  that  Col.  Hug^ 
could  share  that  office  with  me  in  order  to  give  him  a  place — ^ve 
him  a  desk  and  a  place  to  carry  on  such  work  as  he  mi^t  take  np. 

Mr.  Graham.  Did  he  tell  ^ou  what  the  colonel  wag  to  do? 

Mr.  Arison.  Not  at  that  time:  no,  sir. 

Mr.  Graham.  Did  Col.  Hughes  have  any  regular  task  or  dutr 
when  he  first  came  thraet 

Mr.  Arison.  No,  sir;  not  so  far  as  I  know,  at  least. 

Mr.  Graham.  How  long  did  he  remain  before  he  had  anvthisf 
to  do? 

Mr.  Arisom.  My  recollection  is  that  shortly  after  his  arrival  Mr. 
Russet  and  ^  in  a  conference  one  day — we  occupied  the  same  office— 
I  had  the  office  next  to  his,  but  spent  probably  half  my  time  at  his 
office — ^he  asked  me  if  I  did  not  think  it  would  be  a  nice  oourtesv 
to  the  colonel  to  make  him  a  member  of  the  board,  and  I  agreed 
with  him.  He  therefore  recommended  to  the  Chief  of  Ordnance 
or  the  Ordnance  Claims  Board  that  Col.  Hughes  be  made  an  alter- 
nate member  of  the  board,  and  therefore  be  permitted  to  sit  in.  in 
order  to  get  the  atmosphere  of  the  office,  get  the — see  how  the  claims 
were  handled  and  be  available  for  such  help  as  in  his  experience 
in  the  original  negotiation  of  contracts  might  afford. 

Mr.  Graham.  How  many  members  of  the  board  did  you  have  at 
that  time! 

Mr.  Arison.  There  were  five  regular  members  of  the  board. 

Mr.  Graham.  How  many  alternates! 

Mr.  Arison.  And  I  believe  at  that  time  there  was  one  alternate, 
Ma},  Duryea. 

Mr.  Graham.  How  many  advisers  and  technical  experts  did  yon 
have  attached  to  that  board  at  that  time! 

Mr.  Arison.  I  could  not  say  the  exact  number,  sir.  The  men  of 
the  force  who  had  still  remained  on  after  the  aimistice 

Mr.  Grahau.  Do  you  know  how  big  a  force  they  had  there! 

Mr.  Abison.  I  could  not  give  you  the  numbers ;  no,  sir. 

Mr.  Graham.  Well,  not  exactly,  but  approximately. 

Mr.  Amson.  Well,  we  had — in  the  office  we  had  what  we  called  the 
production  branch,  and  I  should  estimate  there  were  pretty  close  to 
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OO  experienced,  practical  men  attached  to  that.    Then  we  had  the 
nspection  division,  which  was  the  field  men,  as  I  recall,  which  ran 
omewhere  around  2,500  men;  and  then  the  accountants. 
Mr.  Orahau.  How  many  acooontants  did  you  have? 
Mr.  Arison.  I  could  not  tell  you,  sir. 
Mr.  Gbahau.  Could  you  estimate  it  approximately? 
Mr.  Arison.  No.  sir. 

Mr.  Graham.  Well,  you  had  a  good  number  of  them,  did  you  noti 
Mr.  Arison.  I  should  imagine  there  was  a  considerable  number; 
yesj  sir.  And  Mr.  Miller — appreciate,  Mr.  Graham,  that  we  were 
acting  in  an  executive  way  and  we  had  the  heads  of  these  various 
departments — and  Mr.  Miller  was  the  head  of  the  accounting  de- 
partment, and  he  could  tell  you  how  many  accountants,  while  I 
-n-ould  be  guessine  at  random. 

Mr.  Graham.  Did  you  keep  all  of  these  employees  after  the  armi> 
slice  t 

Mr.  AmaoN.  No,  sir;  thev  gradually  dropped  out. 
Mr.  Graham.  What  did  you  do,  for  instance,  with  these  2,500 
field  ment 

Mr.  Arison.  That  came  under  the  chief  of  the  inspection  division, 
■with  whom  I  had  no  dealings  whatever — ^I  had  no  supervision. 

Mr.  Graham.  Do  you  know  how  lyany  men  you  have  employed  out 
there  now— employees  of  all  kinds  f 
Mr.  Abison.  No,  tar. 

Mr.  Graham.  Can  yon  give  it  within  a  hundred! 
Mr.  Arison.  No,  sir;  I  nave  not  seen  a  pay  roll  of  the  entire  dis- 
trict  in  two  or  three  months  anyway. 

Mr.  Graham.  Do  vou  suppose  there  are  a  thousand  people  there  t 
Mr.  Arisoh.  I  really  could  not  say,  sir;  I  have  been  away  from  the 
office  entirely  for  over  five  weeks,  and  I  do  not  know  now  many 
there  are. 

Mr.  Graham.  All  right.  Do  you  know  how  many  were  there  when 
you  left! 

Mr.  Arison.  No,  sir ;  I  could  not  say  how  many  there  were  there 
when  I  left. 

Mr.  Graham.  Then  Col.  Hughes  was  made  an  alternate  member  of 
the  District  Claims  Board.  Mr.  Palmer  testified,  as  I  remember  hie 
testimony,  that  this  claim  laid  on  his  desk  a  couple  of  wee^  before 
anything  was  done  with  it,  and  then  it  was  suggested  that  tbe  claim 
be  turnra  over  to  Col.  Hughes  for  adjustment.  Did  you  give  those 
directions  to  Palmer:  do  you  remembed*? 
Mr.  Arison.  Not  tnat  I  recall;  no,  sir. 

Mr.  Graham.  Do  you  know  how  the  claim  was  finally  turned  over 
to  Col.  Hughes? 

Mr.  Arison.  The  claim  was  presented,  Mr.  Graham,  in  six  copies, 
n^  I  recall  it.  The  original  and  one  duplicate  always  went  to  the 
files  for  preservation,  one  for  the  file  which  would  ultimately  go  to 
Washington,  and  another  for  the  office  file.  The  other  four  copies 
are  available  for  investigation.  I  do  not  know  to  whom  thase  were 
distributed.  I  know  there  was  one  copy  part  of  the  time  in  my  office 
and  part  of  the  time  in  Mr.  Russel's  office.  Mr.  Palmer,  I  believe,  had 
anotner  copy ;  just  bow  long  he  had  that  copy  I  could  not  sav. 

Mr.  Graham.  Was  Col.  Hughes  detailed  to  look  after  this  par- 
ticular claim! 
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Mr.  Arison.  Mr.  Bussel  advised  me  that  he  thought  that  the  cbi 
was  important  enough  that  a  member  of  the  board  should  devote  L- ' 
entire  attention  to  an  analysis  of  it,  and  asked  me  what  I  thot^L. 
of  asking  Col.  Hughes  to  take  up  that  work,  and  I  told  him  '. 
thought  )t  was  an  excellent  idea. 

Mr.  Graham.  Did  Col.  Hughes,  from  that  time  on,  have  i^- 
settlement  of  this  claim  to  make  himself  f 

Mr.  Aribon.  Mot  the  settlement  of  the  claim,  no,  sir;  the  analv-,- 
of  it. 

Mr.  Graham.  Did  he  have  the  negotiations? 

Mr.  Arison,  It  was  not  specifically  stated  that  he  was  to  h«i;' 
the  negotiations;  he  was  to  have  the  analysis  and  act  as  our  coc. 
mittees  did  act  in  the  organization  who  analyzed  all  claims — Def'>!i 
tiated  the  claims  and  submitted  recommendations  to  the  board  iv:\ 
their  final  action.  ~  Ij 

Mr.  Graham.  Do  you  mean  that  you  appointed  him  as  a  coc-j 
mittee  f  ' 

Mr.  Arison.  That  was  my  understanding  of  the  situation ;  ;^  ,' 
sir. 

Mr.  Geahah.  Were  any  minutes  of  that  kind  ever  made  ! 

Mr.  Arison.  We  never  made  minutes  of  such  actions  at  all. 

Mr.  Graham.  Did  anybody  else  act  with  him? 

Mr.  Arison.  With  Col.  Hughes? 

Mr.  Graham.  Yes;  on  the  committee,  if  it  was  a  committee. 

Mr.  Arison.  More  or  leas  informally  I  was  analyzing  this  claim: 
Mr.  Bussel  was ;  Mr.  Lyons  was — at  all  times ;  it  was  foremost  in  ou: 
minds. 

Mr.  Graham.  Oh,  then,  you  were  doing  that  as  a  member  of  th^ 
board? 

Mr.  Arison.  Yes,  sir, 

Mr.  Graham,  Is  it  the  ordinary  custom  to  appoint  a  committee  of 
experts,  some  of  whom  may  not  be  members  of  the  board  and  i^uxIIt 
are  not  members  of  the  board,  to  go  into  the  claim  and  go  throufrb 
it  and  make  a  report  to  the  bc»rdf 

Mr.  Aribon.  It  is  not  the  ordinary  custom.    It  was  my  suggestion, 
and  1 1  think  the  Chicaeo  district  was  the  first  to  adopt  the  plan  to 
organize  advisory  staff  committees  for  that  purpose- 
Mr.  Graham.  Yes.    Were  you  using  that  system  at  that  time  ? 

Mr.  Arison.  Yes,  sir ;  we  were  using  that  system. 

Mr.  Graham.  What  was  the  regular  staff  committee  that  would 
have  naturally  had  charge  of  this  daim? 

Mr.  Arison.  Maj.  Schenck  and  Capt.  Carver  and  Mr.  Robinson. 

Mr.  Graham.  What  was  their  committee  called? 

Mr.  Arison.  It  was  called  the  cannon  and  carriage  committee. 

Mr.  Graham.  Why  were  they  not  asked  to  pass  on  this  particular 
matter,  do  you  know ! 

Mr.  Abison,  Maj.  Schenck  and  Capt.  Carver  were  released  frwn 
the  service,  leaving  Mr.  Robinson,  who  had  been  the  inspector  at 
one  of' the  plants,  the  sole  member,  with  a  great  volume  of  claims 
still  in  his  hands. 

Mr.  Graham.  Were  there  other  men  who  were  available  to  act  as 
members  of  the  committee? 
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Mr.  Ahison.  No,  sir;  that  was  our  great  difficulty  there.  Every 
sommittee  we  had  was  jast  loaded  to  the  ^arda  with  the  work,  and 
xt  least  50  per  cent  were  nrgmg  us  all  the  time  to  let  them  go. 

Mr.  Grahah.  Did  you  have  anything  to  do  with  the  fixing  of  the 
Fixed  estimate  of  costs  in  the  first  place  of  these  carriages? 

Mr.  Abibon.  Yes,  sir.  I  might  say  that  in  an  ex  parte  way  I  took 
the  figure  of  $53,000,  which,  as  I  recall  it,  the  Standard  Steel  Car 
contract  was  estimate  when  I  first  heard  of  it,  and  applied  my  expe- 
rience figure,  as  I  called  it,  of  66)  per  cent,  which  had  been  deter- 
nained  by  a  number  of  year's  study  was  the — in  my  mind  at  least — 
measure.  To  illustrate,  if  I  may :  Studies  of  hundreds  of  thousands 
of  workmen  have  indicated  that  working  on  day  work  they  will  per- 
form work  two-thirds  of  what  they  will  with  a  definite  incentive  for 
that  work ;  and  I  have  used  that  a  very  great  deal  as  a  preliminary 
figure  to  determine  the  line  along  which  1  should  work  in  investigat- 
ing plants  and  analyse  all  businesses,  and  I  just  reached  that  rough 
figure,  on  the  $35,000  in  that  way— two-thirds  of  $53,000. 
Mr.  Graham.  What  did  you  do  with  that  figure,  anything! 
Mr.  Arison.  No,  sir;  except  discuss  it  with  the — that  came  as  a 
result,  I  might  say,  of  Mr.  Russel  having  asked  Mr.  Vail  and  Mr. 
Church  to  make  a  manufacturing  estimate  of  the  cost  of  those  car- 
riages. 

Mr.  Graham.  Did  you  give  them  the  estimate  they  finally  did  use! 
Mr.  Arison.  No,  sir. 
Mr.  Graham.  The^  finally  used  $35,000! 
Mr.  Abison.  Yes,  sir. 

Mr.  Graham.  You  had  nothing  to  do,  however,  with  the  fixing 
of  the  price! 

Mr.  Ahison.  Nothing  whatever.  I  had  merely  satisfied  myself 
as  to  the  figure. 

Mr.  Graham.  That  was  done  by  Col.  Hughes.    Was  that  after- 
■wards  certified  bv  your  board? 
Mr.  Arison.  No,  sir. 

Mr.  Graham.  Were  you  ever  asked  to  pass  on  it! 
Mr.  Arison.  We  were  not  a  board  at  that  time  and  we  had  no 
jurisdiction  in  the  matter. 
Mr.  Graham.  That  is  true.    That  was  long  prior  to  the  armisticel 
Mr.  AeisoN.  Yes,  sir. 

Mr.  Graham.  Did  you  sit  in  on  the  meetings  at  Hammond  and 
Chicago? 
Mr.  Arison.  Not  at  Hammond ;  no,  sir. 
Mr.  Graham.  Where  were  you  at  that  time? 
Mr.  Arison.  I  was  in  Chicago. 

Mr.  Graham.  How  much  of  these  negotiations  now  with  the 
Standard  Steel  Car  Co.  about  this  claim,  up  to  the  time  of  the  final 
signing  of  the  award,  did  you  have  to  do  with ! 

Mr.  Arison.  I  had  to  do  with  all  the  conferences  of  which  you  have 
copies  of  the  minutes,  and  took  part  when  I  was  in  the  office,  and 
when  the  question  was  raised  in  many  informal  discussions  of  vari> 
ous  points. 
Mr.  Graham.  Did  jou  agree  to  this  settlement  of  $3,000,000 ! 
Mr.  Arison.  Yes,  sir. 
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Mr.  Gkaham.  Are  the  items  that  appear  in  this  final  award  ti' 
items  that  you  and  Col.  Hnghes  and  the  Standard  St«el  Car  ( 
agreed  nponl 

iSr.  Abuon.  Kot  in  exact  s^regation,  no,  sir;  but  as  to  prind:* 
yes. 

Mr.  Ohahah.  Did  yoo  concur  with  Col.  Hughes  when  he  a^ 
to  hare  some  of  the  items  audited  t 

Mr.  Arison.  During  the  period  of  the  conferences;  yes,  sir.  id>< 
assuredJy. 

Mr.  Graham.  If  it  was  desirable  to  audit  these  items,  why  n 
not  sufficient  time  given  to  the  auditors  in  which  to  do  it ! 

Mr.  Abison.  The  idea  was  not  that  it  was  not  necessarily  desirtt ' 
to  have  these  items  audited,  for  the  reason  that  we  were  negotistii, 
a  settlement  in  which  the  GoTemment  had  a  large  burden  to  d  •- 
pose  of  in  the  form  of  materials,  which  meant  continued  and  add:^ 
expense. 

Mr.  Graham.  Well,  what  did  you  refer  th^n  to  the  boards  at  i 
for  then  i 

Mr.  Arisok.  Sir? 

Mr.  Graham.  What  was  it  referred  to  the  board  at  all  for,  tber' 

Mr.  Arison.  To  gain  an  idea  of  the  measure  of  the  general  opiiii'  ~ 
of  men  who  had  audited  most  of  the  elements  of  the  contract  ts ' 
the  items  submitted  for  the  purpose  of  fixing  in  our  minds  a  flen- 
tion  against  the  possible  costs  of  continuing  the  situation  that  exists - 

Mr.  Graham.  I  do  not  know  that  I  just  get  your  point  of  rirf 
there.    You  say  that  you  did  not  c-are  to  have  them  audited  9 

Mr.  Arison.  No,  sir;  I  did  not  say  that. 

Mr.  Graham.  Well,  is  not  that  practically  what  you  told  nx  i 
moment  agot 

Mr,  Arison.  No,  sir. 

Mr.  Graham.  Well,  what  did  you  sayt  Did  you  want  tbc 
audited  ? 

Mr.  Arison.  I  said  that — yes,  sir — we  insisted — if  I  cwi  make  my 
self  clear — the  whole  discussion  at  these  conferences,  Mr.  Grahis. 
was  intended  and  insisted  on  being  discussion  of  the  principles  gp' 
erning  the  claims  made,  and  we  insisted  finally  on  an  eliminatioii  o: 
amounts,  because  Mr.  Cory  insisted — when  we  would  come  up  to  i: 
agreement  as  to  a  principle  involved ;  for  example,  they  set  up  a  clsi:: 
or  $1,000,000  for  delays,  and  we  would  not  for  a  moment  gran: 
$1,000,000;  we  had  to  grant  "delays."  We  found  Mr.  Cory  inclirw: 
to  talk  amounts  after  we  had  discussed  the  principle,  and  add  Ukl 
up  and  say,  "Then,  you  agree  to  this  amount!  "  And  we  said  mns. 
assuredly  we  did  not,  and  would  insist  that  those  amounts  were  snb- 
ject  to  audit,  up  until  the  time  of  the  completion  of  these  negotiaUot- 
in  conferences.  At  that  time  we  measured  against  the  possible  Ttri- 
ations  that  an  audit  might  bring  in,  based  on — I  will  say  for  myselt 
my  experience  with  auditors  and  business  accountants — plus  the  pos- 
sible variation  that  would  develop  there  against  the  actual  cost  whir- 
would  be  involved  on  the  Government  if  a  settlement  was  not  readidi 
and  the  balance  being  in  favor  of  the  Government  indicated  that  tn 
audit  was  not  necessary,  due  to  the  expense  necessary  to  carry  on  tix 
audit. 

Mr.  Graham.  All  right.  After  that  statement,  which  does  not  ei- 
plain  the  thing  I  am  inquiring  about,  as  I  look  at  it,  at  alt,  I  want  to 
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on  ?  Did  you  expect  them  to  m^e  an  audit  of  these  various  items 
AT  ^V^  "narked,  or  did  you  not? 

-•"r.  A.RXBON.  At  that  time,  if  the  accounting  department  insisted  on 
**  *^<i\t  our  attitude  was,  yes;  that  we  expected  thwn  to  make  an 
udit;  if  they  could  give  us  a  report  based  on  their  knowledge, 
hrough  having  audited  everything  on  the  contract  up  to  that  time, 
nat  tnese  amounts  were  within  reason,  we  naturally  would  have 
'Welcomed  such  a  report. 

_Mr.  Graham,  As  a  matter  of  fact,  up  to  that  time  had  vou  agreed 
w  ith  the  Standard  Steel  Car  Co.  ? 

Mr.  Arison.  Aereed  with  Standard  Steel  Car  Co.  I 
Mr.  Graham.  Yes. 
Mr.  Abison.  Not  officially;  do,  sir. 

Mr.  Graham,  Had  you  not  reached  a  tentative  a^ementt 
Mr.  Arison.  As  a  negotiating  and  debating  committee;  yes,  sir. 
Mr.  Graham.  And  you  had  fixed  certain  items  in  this  agreement, 
and  then  this  statement  was  given  to  the  auditors,  was  it  not? 

Mr.  Arison.  I  do-not  know ;  I  could  not  say  of  my  own  knowledge. 
Mr.  Graham.  Do  you  know  when  that  statement  was  given  to  the 
auditors? 

Mr.  Arison.  No,  sir. 

Mr.  Graham.  Well,  do  you  know  whether  sufficient  time  elapsed 
so  that  they  could  make  an  audit? 

Mr.  Arison.  -No,  sir.  I  know  that  sufficient  time  did  not  elapse,  be- 
cause it  was  my  estimate  it  would  take  at  least  six  months  to  make 
an  audit. 

Mr.  Graham.  Then  you  did  not  expect,  did  you,  Colonel,  that  an 
audit  would  be  made  on  those  particular  items,  or  that  it  could  be 
made? 

Mr.  Arison.  Yes,  sir ;  that  it  could  be  made.  But  the  question  as  to 
whether  the  necessity  existed  or  not,  Mr.  Graham,  was  a  matter,  in 
my  opinion,  for  the  board  to  exercise  its  judgment  on. 

You  understand — possibly  I  can  make  it  clear  in  this  way — that 
our  attitude  of  mind  all  through  this  negotiation,  even  including 
what  we  call  our  agreement  with  the  Standard  Steel  Car  Co. 
was  that  we  would  merely  agree  on  what  we  individually  could  rec- 
ommend to  the  board  for  their  more  mature  judgment  to  act  on. 

Mr.  Graham.  This  statement  that  was  handed  to  you  by  Mr. 
Blakey,  cost  accountant,  shows  that  the  "three  sheets"  were  handed 
to  him  on  September  2,  *'  with  instructions  to  'Audit  items  marked 
"S.' "  He.  in  his  answer,  as  I  take  it,  states  that  they  can  be  audited, 
hut,  in  effect,  says  that  many  of  them  have  not  been  audited,  for  in- 
stance: 

Schedule  2,  Item  1,  profit.  Two  hundred  cftninKea  were  ronipleted,  and  If 
S4.000  per  cnrrlafce  profit  Is  nllowed,  the  sum  of  SSOO.OOO  is  correet.  The  cost 
of  the  work  performed  In  excess  of  the  200  carrlnfcen  Is  something  which  will 
require  some  time  to  verify,  and  If  the  amount  of  profit  thereon  shown  as 
$65G,3&4.05  le  subject  to  reduction  if  found  to  be  Incorrect,  an  audit  nhould  be 
mnde.  However,  If  this  amount  has  been  afcreed  to,  based  upon  estimates 
furnished  by  the  Standard  Steel  Car  Co.,  and  is  not  subject  to  change,  no 
audit  Is  necessary. 

Now,  did  you  take  that  as  a  statement  by  the  auditor  that  an  audit 
was  not  necessary  in  that  item  ? 
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Mr.  Arison.  No,  sir.  But  I  would  take  it  in  this — I  took  it  in  tL 
way,  that  the  estimate  called — the  engineer's  estimate  determiim 
the  amounts  on  which  the  percentages  of  10  and  5  shoald  be  figun: 
were  furnished,  the  figures  by  Mr.  Blakey,  coupled  with  the  hoi 
records  taken  from  the  Standard  Steel  Car  Co.  records  of  the  amom 
of  direct  materials  processed  at  Hammond  and  the  subcontract  oi 
terials,  and  on  that  basis  an  estimated  amount  on  which  these  t^ 
percentages  could  be  applied  had  been  determined :  and  it  is  the  ol' 
way  in  which  that  amount  could  be  determined.  No  audit  could  i 
termine  it  without  the  engineering  estimate. 

Mr.  Graham.  He  says :  "  If  the  amount  has  been  agreed  to  and : 
not  subject  to  chaage,  no  audit  is  necessary." 

Mr.  Arison,  That  is  a  statement — ■ — 

Mr.  Graham  (interposing).  Did  you  understand  that  it  had  btf: 
agreed  to  and  was  not  subject  to  change! 

Mr,  Arison.  We  understood  that  the  gross  amount  of  $3,000j£" 
in  our  recommendations  was  agreed  to. 

Mr.  Graham.  And  not  subject  to  change! 

Mr.  Arison.  No,  sir;  not  that  it  was  not  subject  to  change,  beciitt 
the  board  when  we  presented  it  might  absolutely  reject  tiie  aitm 
recommendation. 

Mr.  Graham.  Listen  to  this  again :  "  Schedule  3,  item  A,  profit  n 
jigs,  tools,  etc.  The  actual  cost  of  dies,  jigs,  tools,  fixtures,  sperii . 
machines,  etc.,  paid  for  as  increased  facilities  under  instructions  ftte. : 
Washington,  can  be  verified  and  is  approximately  $500,000.  If  the  pro- 
posed profit  of  $50,000  thereon  is  subject  to  reduction  if  cost  therw' 
of  $50,000  is  found  to  be  incorrect,  an  audit  should  be  made.  How- 
ever, if  this  amount  has  been  agreed  to,  based  ui)on  estimates  fur- 
nished by  Standard  Steel  Car  Co.,  and  is  not  subject  to  change,  c^ 
audit  is  necessary." 

That  is  the  same  thing  as  the  last  proposition  V 

Mr.  Arison.  Yes;  but  he  says  if  this  is  based  on  figures  furnished 
by  the  Standard  Steel  Car  Co.,  Mr.  Graham.  They  were  not  fur- 
nished by  the  Standard  Steel  Car  Co. ;  they  were  estimates  fumis}n^^ 
by  Mr.  Blakey  in  conjunction  with  £ne  engineers  at  the  plant,  Mr. 
Vail  and  Mr,  Church. 

Mr.  Graham.  What  was  the  idea,  now,  on  September  2  of  girine 
the  sheet  of  memoranda  to  Blakey,  in  the  cost-accounting  sectioc. 
telling  them  to  audit  that  if  you  had  agreed  upon  it?  Wiat  were 
you  doing  that  fori 

Mr.  Arison.  I  did  not  do  that, 

Mr.  Graham.  Who  did  do  that! 

Mr.  Arison.  I  did  not  perform  the  act.  Col.  Hughes  has  testified 
that  he  took  this  statement  to  Mr.  Miller.  I  am  familiar  with  tlie 
situation  in  this  way :  That  I  said  that  we  wanted  a  report  from  tbt 
auditors. 

Mr.  Graham.  What  kind  of  a  report  did  you  expect  now.  Colonel! 

Mr.  Arison.  Such  a  report  as  their  judgment  would  indicate  neces- 
sary to  verify  our  understanding  of  the  subject. 

Mr.  Graham.  He  says  in  here  that  if  you  have  agreed  to  these 
things  and  they  are  not  subject  to  change  that  audits  are  not  neces- 
sary, but  indicates  that  if  they  are  subject  to  change  audits  ^odil 
be  made.  You  did  not  pay  any  attention  to  that  recommendation, 
did  you  ? 
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"Mt.  Abison.  Yes,  sir;  most  assuredly. 
!Mr.  Graham.  Did  ^ou  have  audits  made? 

^r.  Aribon.  No,  sir;  but  I  considered  when  the  accoitutant  of  a* 
pl»nt  who  had  been  there  from  the  inception  of  the  contract  and 
who  had  audited  the  greater  percentage  of  all  the  affairs  of  the 
Government  there,  said  that  a  thing  could  be  verified,  that  that 
meant  it  could  be  proved. 

Mr.  Grahau.  Yes;  it  could  be  proved  if  it  was  correct.  Did  you 
understand  that  when  Blakey  said  "  this  can  be  verified  "  that  tnat 
meant  that  it  was  correct ;  is  that  what  you  understood  t 

Mr.  Arison.  That  would  be  my  understanding  of  anyone  saying 
a  thing  could  be  verified ;  768,  sir. 

Mr.  Graham,  It  never  occurred  to  you  that  he  might  mean  that  if 
he  had  a  chance  to  go  over  the  figures  he  could  tell  whether  they 
were  correct  or  not? 

Mr.  Arison.  If  he  meant  he  could  disprove  them  he  would  not  say 
he  could  verify  them, 

Mr.  Graham.  And  that  is  the  way  that  you  understood  that  that 
was  meant? 

Mr.  Arison.  That,  assuredly,  is  the  way  I  understood  it:  yes,  sir. 
Mr.  Graham.  Y'ou,  ns  an  eiSciency  expert,  now.  Colonel,  thmk  tiiat 
is  what  that  letter  means,  do  you? 

Mr.  Arison.  As  the  expression  of  opinion  of  a  man  familiar  with 
eveiy  detail  of  the  contract,  when  he  says  that  he  could  verify  a 
thing  from  the  records,  yes,  sir;  I  would  understand  it  that  way. 
Mr.  Graham; 

T.  Schedule  4,  Slandnrd  Electric  Euplnecrlnf;  Co.— $121,585.57,  nnd  other 
nnma  not  nllowed,  namelj.  $2,475.74  can  be  verlBetl.  It  subject  to  change. 

You  thought  that  meant  that  was  correct,  did  you ! 

Mr.  Arison.  In  the  face  of  the  evidence  that  we  had  that  the  audi- 
tor had  already  audited  that  and  found  that  that  money  had  been 
expended;  yes,  sir. 

Mr.  Graham.  You  and  Col.  Hughes  took  that  letter  of  Blakey's, 
then,  I  should  judge,  as  an  O.  K.  of  those  various  items? 

Mr.  Arison.  I  do  not  know  as  to  Col.  Hughes,  but  I  considered  his 
statement  that  he  could  verify  an  amount  would  mean  that  he  could 
verify  it;  yes,  sir. 

Mr.  Graham.  Not  that  he  could  not  verify  it,  but  that  you  took  it 
that  the  item  was  correct  ? 

Mr.  Arison.  Yes,  sir;  "verification"  means  that. 

Mr.  Graham.  And  that  he  said  so? 

Mr.  Aribon.  Yes,  sir;  he  said  that 

Mr,  Jefperis.  This  meeting  of  August  27,  as  shown  by  the  minutes, 
vas  that  the  meeting  at  which  the  amount  of  $8,000,000  was  agreed  to 
by  the  Chicago  claims  board? 

Mr.  Abison,  If  I  may  be  permitted  [referring  to  paper] — ^yes,  sir; 
A\]eust  27  was  the  date  of  passing  the  claim, 

Mr.  Jeffkris.  \o  formal  awani  was  made,  I  take  it? 

Mr.  Arison.  Yes,  sir;  at  that  time  in  the  form  of  a  motion,  which 
was  the  customary  method  of  procedure, 

Mr.  Jefperib.  But  no  award  was  signed  then? 

Mr.  Arison.  No  award  is  ever  signed  on  the  day  of  the  passing 
of  the  matter  by  the  claims  board — I  will  qualify  that,  ordinarily 
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because  of  the  necessity  of  routine  details  that  have  to  be  wbor 
plished. 

Mr.  Jeffebis.  In  arriTing  at  that  $3,000,000,  Colonel,  on  Aogis 
27,  was  it  understood  at  that  time  what  requisitions  were  in  u : 
materials  and  machinery  and  parts  from  these  different  arsenals  c 
not! 

Mr.  Akibon.  It  was  part  of  the  policy  of  the  district  office— ft^ 
the  policy  but  ateolute  mstructions  that  through  the  manufactnri:: 
divisions  in  Washington  lists  of  these  parts,  machine  facilities,  u-. 
tool  facilities,  and  so  on,  were  furnished  to  the  arsenals,  and — and  l 
through  the  year  we  were  visited  by  representatives  of  different  i: 
senals  who  wished  to  go  over  our  lists  at  Chicago  for  these  varioo 
materials,  Government  owned  and  various  Government  owned  ficiJ- 
ties,  and  the  plants  visited  by  personal  representatives  of  the  arseiuL 
and  selections  made,  and  in  a  great  many  cases  tags  tied  ri^bt  to  tx- 
specific  machines  and  materials  wanted. 

Mr,  Jeffebis.  Do  you  know  anything  as  to  the  value  or  having  m 
inventory  as  to  Just  what  was  shipped  to  the  arsenals! 

Mr.  Arison.  No,  sir;  that  was  handled  through  the  machiueiy  pto 
vided  in  the  general  organization,  and  would  not  have  of  necessn 
come  to  my  attention. 

Mr.  Jefferis.  Were  you  present  when  these  designations  ww 
changed  from  what  they  had  been,  say,  on  August  27 — these  itan:' 

Mr.  Arison.  "No,  sir;  understand  that  the  discussion  of  those  itfo- 
were  held  in  Hammond,  and  I  was  not  present  at  that  meetinff. 

Mr.  Graham.  There  is  one  more  thing  I  want  to  ask  yoownt: 
Col.  McFarland,  after  attending  the  meeting  in  Chicago,  sent  a  me- 
sage  on  September  29  to  the  ordnance  district  claims  board  at  Chi- 
cago, which  reads  like  this: 

Wftb  reference  to  claim  Standard  Steel  Car  Co.,  the  imderstandine  of  mfn- 
bers  attending  meeting  in  Hammond  last  Thursday  waa  that  all  Oovemn«' 
expenditures  on  thia  claim  had  been  properly  audited.  Just  before  train  tlri 
Mr.  Blakey.  of  Chicago  district  office,  made  some  statemeut  to  sereral  member 
of  the  committee  present  at  the  meeting'  above  referred  which  would  Indtai- 
that  there  waa  a  question  whether  such  auditing  had  taken  place  or  not.  Ple»* 
confirm  understanding  in  this  matter,  end  send  us  by  special  delivery  statenm' 
by  Mr.  Blaltey  which  you  have  at  hand  showing  that  such  auditlnf;  has  btft 
made. 

Ordnance  Claiub  Boabd. 

I  take  it  from  that  message  that  somebody  told  Col.  McFarland— 
and,  in  fact,  he  so  stated  in  his  testimony — in  Chicago  that  the  sr- 
count  or  claim  had  been  audited,  and  that  you  gentlemen  had  a  state- 
ment of  Mr.  Blakev  showing  that  such  aduiting  had  been  made.  Did 
you  at  any  time  while  Col.  McFarland  was  in  Chicago  tell  him  any- 
thing of  that  kind? 

Mr.  AnisoN.  The  only  thing  I  recall  about  that,  Mr.  Graham— 
and  my  recollection  is  vague  on  the  thing — the  only  specific  thins 
being  that  I  must  have  had  the  request  made — that  some  one  re- 

a nested  or  asked  me  if  there  was  a  copy  of  the  letter  which  Mr. 
Hakey  had  written  to  the  board  available,  and,  as  I  say,  my  recol- 
lection is  that  we  secured  a  carbon  copy  of  the  letter  and  showed  it  to 
whoever  made  the  inquiry.  Whoever  that  might  have  been  I  can 
not  say. 

Mr.  Graham.  Did  you  tell  Col.  McFarland  or  Col.  Reeves,  or 
either  of  them,  at  that  time  tbnt  the  claim  had  been  audited? 
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Mr.  Arison.  I  n'ould  sav  no;  I  had  not  made  any  such  statement  as 
hat. 

Mr.  GoAiiAH.  In  reply  to  that  message,  you  sent  the  following 
elegram,  or  at  least  the  telegram  bears  your  name,  and  I  assume 
70U  sent  it: 

Septkhbeb  20,  1&19. 
OBDH&KCS  Cl-AJIIB  Bo&BD, 

Washington,  D.  C: 
Replying  your  wire  28,  Mr,  Blakey's  report.  September  15,  states  schedule 
1,  Item  A,  Bpproxlmatel7  correct;  scbedule  1,  Hem  B,  flsnres  estimated  con- 
sidered by  settlement  committee  susceptible  of  verification ;  schedule  2,  no 
aadlt  necessary ;  schedule  3,  no  audit  necessary ;  schedule  6.  negotiated  amount ; 
schedule  7.  by  agreement;  schedules  8,  9,  and  10  can  be  verified.  Paymenta 
heretofore  made  have  been  audited  and  approved  by  Qovemment  accountants. 

E.  B.  Astson, 
Colonel,  Ordnance  Department,  United  Statet  Ami/, 

Ordnamoe  Dittriet  Chief. 
Did  you  Bend  that  message,  Colonel  1 

Mr.  Arison.  I  must  have  sent  it  if  I  signed  it,  but  I  do  not  recall 
sendine  a  message,  as  on  the  29th  of  September  I  was  due  to  leave 
at  5  o'clock  for  Washington,  and  we  had  a  claims  board  meeting 
at  which  some  17  claims  were  presented,  and  I  was  busy  all  day,  ana 
there  were  a  great  many  tele^ams  came  in,  but  undoubtedly  that 
must  have  been  sent  by  me,  if  it  bears  mv  signature. 

Mr.  Graham.  Do  you  thiiUc  that  telegram  correctly  stated  the 
facts  as  to  Mr,  Blakey's  report  t 

Mr.  Abison.  In  view  of  the  fact  that  I  considered  that  the  papers, 
including  Mr.  Blakey's  letter,  had  already  preceded  to  Washington, 
I  would  feel  that:  yes,  sir. 

Mr.  Graham.  Now,  for  instance,  in  this  telegram  you  say — now, 
here  was  Col.  McFarland  asking  for  the  substance  of  the  Blakey 

report 

Mr.  Arison.  Is  that  telegram  signed  by  Col.  McFarland? 
Mr.  Graham.  No;  Col.  McFarland  testified  that  he  sent  it,  that 
Mr.  Sofberg  prepared  it  in  his  office,  and  it  was  sent  by  his  authority, 
and  the  reply  came  to  him. 

You  say  "  Schedule  3,  no  audit  necessary "  in  this  telegram. 
Now,  here  is  what  Mr.  Blakey  said  in  his  report: 

Behedale  S.  item  A,  profit  on  figt,  toolt,  etc. — The  actual  cost  of  dlee.  Jigs, 
tools,  fixtures,  special  machines,  etc.,  paid  for  as  Increased  fadUtles  under 
Initractions  from  Washington,  can  be  verified  and  Is  approximately  $500,000. 
If  the  priqmsed  profit  of  $50,000  thereon  is  subject  to  reduction  if  cost  thereof 
of  $500,000  Is  found  to  be  Incorrect,  and  audit  should  be  made.  However,  If 
this  amount  has  been  agreed  to,  based  upon  estimates  fumlslied  by  Standard 
Steel  Gar  Ga,  and  is  not  subject  to  change,  no  audit  la  necessary. 

And  after  that  statement  having  been  made  in  Mr.  Blakey's  re- 
port, you  say  to  Col.  McFarland  that  Blakey  said  "no  audit  is  neces- 
saty"! 

Mr.  Arison.  No,  sir;  if  I  may  explain  that:  We  received  con- 
tinually, Mr.  Graham,  telegrams  signed  by  the  ordnance  board, 
which  may  have  come  from  an  examiner  or  may  have  come  from 
Got.  Wiliiams,  or  Gen.  Pierce,  I  mean,  and  when — I  can  only 
explain  the  possible  attitude  of  my  mind — that  when  that  wire 
came  in  asking  as  to  these  schedules  on  the  29th  of  September,  and 
the  claim  had  been  approved  by  the  War  Department  Board  and  the 
ordnance  board  on  the  26th,  I  would  base  that  on  his  statement  that 
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if  this  amount  had  been  agreed  upon  no  audit  is  neceaaaiy  ni 
would  have  worded  it  that  way, 

Mr.  Gbahah.  But  you  did  not  say  ao.  You  said :  "No  audit  dck- 
sary." 

Mr.  Abibon.  That  is  merely  my  misfortune  in  answering  the  t^ 
gram,  as  I  see  it. 

Mr.  Graham.  All  right.  Let  us  see  if  this  next  one  is  a  mista 
tune.  You  paid  no  attention  to  many  of  these  items  in  here,  u. 
finally  come  to  this  item: 


And  your  answer  to  that  is  "schedule  6,  negotiated 
That  is  all  you  say  about  that.     Did  you  think  that  was  giTis: 
Col.  McFarland  the  substance  of  what  Mr.  Blakey  had  toldjoc 

Mr.  Abison.  The  amount  of  $478,000  was  not  allowed,  sir. 

Mr.  Graham.  I  know,  but  he  was  asking  lor  it,  and  you  su: 
"  negotiated  amount." 

Mr.  Abison.  I  evidently  understood  that  I  was  giving  the  into' 
pr«tation  of  the  understanding  which  had  been  before  definite!' 
pven  in  the  letter,  Mr.  Graham,  yes. 

Mr.  Graham.  Let  us  take  the  next:  "Sdiedule  7,  item  B,  plas 
rental " — Mr.  Blakey  said  this :  "  The  amount  shown,  namely,  ?150,- 
000,  is  by  agreement  and  could  not  be  audited."  You  say  in  yoe 
answer,  "schedule  7,  by  agreement." 

Now,  Col.  McFarland  had  asked  you  to  confirm  the  stateoeEi 
which  he  understood  had  been  made  that  tiiese  things  had  ben 
audited,  and  you  are  answering  that  telegram,  and  what  I  wodk 
like  to  know,  and  I  think  perhaps  what  the  committee  would  gen- 
erally like  to  know,  is,  why  did  you  not  disclose  in  your  answer  to 
Col.  McFarland  exactly  what  Mr.  Blakey  had  said ! 

Mr.  Arison.  I  did  not  know,  for  one  thing,  very  evidently  did 
not  know,  I  was  disclosing  anything  to  Col.  McFarland,  and  I 
merely  did  my  best,  Mr.  Graham,  witlun  the  limits  of  my  ability  to 
express  an  answer  to  the  telegram. 

Mr.  Graham.  While  it  is  not  signed  By  Col.  McFarland,  it  ws£ 
si^ed  "Ordnance  Claims  Board"? 

Mr.  Arison.  Yea,  sir, 

Mr.  Graham.  I  think  it  must  have  been  apparent  to  you  when  yoo 
received  this  that  some  one  who  had  been  there  sent  it,  because  itsars. 
"The  understanding  of  members  attending  meeting  in  Hammond 
last  Thursday  was  that  all  Government  expenditures  on  this  claim 
had  been  properly  audited.  Just  before  train  time,  Mr.  Blaker 
of  Chicago  district  office,  made  some  statement  to  several  members  of 
the  committee  present  at  the  meeting  above  referred  which  would 
indicate  that  there  was  a  question  whether  such  auditing  had  taken 
place  or  not.  Please  confirm  understanding  in  this  matter,  and  send 
us  bv  special  delivery  statement  by  Mr.  Blakey,  which  you  hare  at 
hand,  showing  that  such  auditing  nas  been  made." 

Evidently  he  thought  that  the  claim  had  been  audited,  and  yet  in 
answering  that  you  answered  it  in  a  way  that  either  does  not  state 
the  full  conditions,  as  we  understand  it,  or  that  fails  to  state  any- 
thing at  all  about  it. 

Mr.  Arison.  As  I  said  before,  Mr.  Graham,  I  do  not  recollect  send- 
ing that  telegram.    The  time  at  which  it  was  filed,  as  was  brought 
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ut  by  a  question  in  my  testimony  in  the  War  Department,  was  7 
■'clock  in  the  evening,  which  was  two  hours  after  I  had  left  the  city. 
.  may  Iiave  signed  it;  I  have  no  recollection  of  having  signed  it,  and 
'.  merely  have  tried  to  explain  how  I  might  have  interpreted  it  and 
ins^ered  it  as  I  did,  if  I  did  send  it  in  the  rush  of  the  business  there. 
Mr.  Ghaham.  I  did  not  go  over  many  things  with  you  because 
Ck>l.  Hughes  had  covered  them  pretty  fully,  but  if  there  is  anything 
that  you  think  of  that  has  been  omitted  that  you  want  to  state,  CoL 
Arison,  that  you  think  would  throw  any  light  on  this,  we  would  be 
plad  to  hear  it — not  only  this  matter  but  any  matter  comiected  with 
this  claim.    We  want  to  be  fuUy  advised  about  it. 

Mr.  Arison.  The  only  thing  I  could  endeavor  to  say  is  to  try  and 
make  clear  to  the  committee  the  general  attitude  of  nund  with  which 
all  of  U8  in  Chicago  approached  the  consideration  of  this  claim,  or  of 
any  claim — not  specifically  this  claim.    We  all  felt  when  the  claim 
was  originally  presented  that — well,  that  an  outrageous  claim  had 
been  m^e  on  the  Government.    We  took  it,  as  we  discovered  later, 
in  the  light  of  other  claims  which  had  been  presented,  and  then  after 
a  study  and  analysis  of  the  claim  it  was  determined  it  could  not  be 
made  up  in  any  way  like  the  other  claims.    For  Instance,  I  person- 
ally discovered  it — I  do  not  know  that  I  was  the  first;  I  think  other 
members  of  the  board  did  practically  at  the  same  time — that  that 
was  as  Col.  Hughes  has  aptly  put  it,  that  that  was  a  statement  of 
business  to  date,   because   it   included   many — many   of  the   large 
items — Rome  $1,948,000  of  regularly  voucherable  items,  which  Mr. 
Blakey  and  the  accountants  and  the  regular  organization  had  been 
passing  through  and  which  had  been  paid,  so  that  those  were  elim- 
mated  as  subject  to  discussion ;  they  had  already  been  treated  of. 

The  next  light  which  I,  as  a  member  of  the  board  in  an  effort  to 
grasp  the  situation,  got  was  that  whereas  certain  amounts  were 
claimed  by  the  Standard  Steel  Car  Co.  under  certain  headings,  those 
amounts  were  not  allowable  as  they  stood,  but  the  claim  under  which 
thev  set  them  up  had  to  be  given  consideration. 

i  might  take  these  schedules — I  think  Col.  Hughes  has  fully  cov- 
ered that — on  schedule  I  we  immediately  cut  out  $1,000,000  from  any 
consideration  whatever;  that  was  not  to  be  considered— delays  due  to 
the  United  States  Government — when  I  of  my  own  knowledge  knew 
that  in  January  of  this  year  or  December  of  1918,  two  months  after 
the  armistice,  107  engineering  changes  bad  been  made  in  the  drawings 
and  that  corresponding  changes  had  been  drawn  on  through  every 
month,  I  could  not  but  acknowledge  from  my  experience  in  manufac- 
turing that  very  serious  delays  had  been  occasioned  to  the  company. 
The  problem  then  resolved  itself  down  to  a  discussion  with  the  com- 
pany officials,  that  we  might  determine  on,  of  the  principle  involved, 
in  settlement  of  the  claim.  In  order  that  we  coald<get  a  clear  insight 
to  their  method  of  setting  up  claims  under  these  headings  and,  as 
was  brought  out  by  Col.  Hughes  and  as  the  minutes  show,  we  con- 
tinually insisted  on  not  tieing  that  discussion  of  principle  down  to 
an  amount.  It  was  a  question  whether  there  were  delays  and  whether 
they  were  entitled  to  something  for  those  delays  and  how  little,  in 
equity,  we  would  allow  them  in  the  interests  of  the  Government  for 
the  delay.  It  became  a  matter  of  personal  judgment  as  to  the  meas- 
ure of  cost  of  those  delays.    They  said  $l,0dO,0W) ;  we  countered  with 
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nothing.  There  was  a  middle  ground  on  which  we  could  expr«»  ■ 
opinion  which  would  not  be  worth  anything  in  the  settlement  of  t 
claim  unless  the  other  party  could  be  broupit  to  see  the  reason  of 
and  grant  the  amount;  and  that  was  the  general  procedure  that  »i 
followed  all  the  way  through  the  discussion  and  consideration 
these  items. 

Also,  we  considered  ourselves  as  under  our  original  instmctioL 
received  from  the  department,  an  initiating  body  and  negotiatiu 
body  to  recommend  for  the  consideration  and  approval  of  tiff 
higher  up  what  we  considered  just  and  equitable  in  the  interest  q 
the  Government  and  of  the  contractors  mutually  to  settle  these  clais' 
arising  out  of  the  war,  considering  the  future  possible  expense  t 
the  Government  that  would  ensue  if  they  were  not  settled  ;  and  thr 
was  a  very  tangible  monetary  expense  existing  all  around  us.  W. 
had  a  large  producing  force  of  Government  employees  -whtxn  ti' 
armistice  left  to  a  certain  extent  standing  still  and  the  need  for  ths 
was  gone  if  we  could  dose  the  Government  affairs  up  with  the  «<; 
tractors. 

I  think  I  might  say  it  was  our  feeling  that  while  Col.  Hughes  ht' 
been  assigned  by  Mr.  Russel  as  a  special  investigator  and  analyst  o: 
the  claim,  it  was  felt  that  Mr.  Ru^el  and  Mr.  D^on  and  myself  an. 
Col.  Clark,  Mr.  Palmer,  and  the  other  chiefs  oi  the  sections  in  thr 
office  were  all  thinking  about  the  claim,  endeavoring  to  devise  wan 
and  means  through  which  we  could  reach  a  settlement,  and  thm 
were  innumerable  informal  discussions  and  conferences  on  the  el^ 
ments  and  principles  involved  in  the  claim  fiiat  we  had  never  taken  i 
record  of,  anv  more  than  all  of  the  deliberations  of  each  of  these  com- 
mittees which  we  had  inaugurated  were  taken  a  record  of. 

I  do  not  know  of  anything  more  that  I  can  say,  Mr.-  Graham, 
unless  something  might  occur  later  as  a  result 

Mr.  Graham  (interposing).  If  you  have  any  further  ideas  ami 
you  care  to  communicate  with  us,  you  can  make  any  addition  to  joiit 
stat^nent  that  you  desire. 

Mr.  Arison.  I  would  like  to  add  this :  That  we  felt  that  the  re- 
sult of  these  conferences  and  the  recommendations  to  the  board  were 
the  result  of  sincere,  hard-working  interest  of  every  member  of  the 
Chicago  board  to  solve  the  situation,  which  a  great  many  people 
thought  could  never  be  solved  except  through  Uie  medium  of  the 
courts  and  at  a  very  great  expense  to  the  Government. 

Mr.  Garrett.  In  these  negotiations,  which  did  you  have  mosft 
difference  with  the  representatives  of  the  company  about,  the  ques- 
tion of  principles  or  tne  question  of  amounts 

Mr.  Arison.  The  chief  difference  was  as  to  the  amount,  Mr.  Gar- 
rett. We  found  that  the  principle  involved  in  the  wording  of  the 
set-up  of  the  item  was  supported  by,  you  might  say,  volumes  of 
evidence  in  the  form  of  records  of  the  contract  and  of  our  own 
knowledge  of  conditions  there. 

Mr.  Garrett.  As  I  understand  it,  many  items  that  they  set  up  in 
the  claim  could  not,  under  the  terms  of  the  informal  contract— for 
such  I  understand  it  to  have  been  JhU  to  be — be  set  up  under  the 
heading  that  they  desired  to  set  thc^^^^a  that  correct! — even  some 
that  the  equitv  of  tijMD  would  fa^^^^Bd;  yet  they  could  not  ^ 
in  under  the  Wadr^    'Wt  they^^^^K^ted  to  set  them  up  in 
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-tiiB  claim,  but  might  under  some  other  head,  the  equity  being  ad- 
mitted } 

!Mr.  Akison.  Our  biggest  problem  was  that  there  was  no  contract, 
no  agreement  even,  mtween  the  contractor  and  the  Government. 
There  was  an  idea  on  the  part  of  the  Government  of  what  ought  to 
be;  there  was  an  idea  on  the  part  of  the  contractor  of  what  it 
should  be.  There  had  never  been  an  agreement  reached  by  all  the 
<^cial8  connected  with  it  as  to  the  exact  coverins  contract.  The 
result  was  that  we  had  to  go  back  to  the  actual  Tacts  induced  by 
t.he  Government  having  given  this  contract  to  this  company  and 
confine  ourselves  solely  to  expenses  which  had  been  imposed  on 
tJiem  by  reason  of  the  contract. 

Mr.  Graham.  That  is  all,  I  believe,  and  the  committee  will  now 
adjourn  subject  to  call. 

(Thereupon,  at  1.10  o'clock  p.  m.,  the  committee  stood  adjourned 
to  meet  at  the  call  of  the  chairman  of  the  subcommittee.) 
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SUBOOHHTTTEE  Ko.  5  (OBDNANCK)  OF  THE 

SeLEOT  CoMHTTTEB  on  ExFENDirnRBS  IN  THE 

Wab  Depaetment,  Hoosb  op  Representatives, 

Monday,  November  11,  1919. 
The  subconumttee  met  at  3.30  p.  m.,  Hon.  William  J.  Graham 
(chairman)  presiding. 

Present:  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 

TESTIMOVY  OF  MS.  £.  S.  BLAKS7,  innTSD  STATES  ACCOinTT- 
AST,  BESmiED. 

(The  witness  was  recalled  by  Mr.  (Sraham.) 

Mr.  Graham.  Ifr.  Blakey,  I  observe  in  the  pnblic  advertisement 
that  has  been  printed  in  many  of  the  newspapers  over  the  United 
States  a  statement  by  the  Standard  Steel  Car  Co.  that  your  testimony 
should  be  discredited  because  vou  had  at  one  time  and  about  the 
time  of  this  settlement,  appUe^  for  employment  and  that,  because 
you  did  not  get  it  you  were  angry,  and  tned  to  get  even  with  that 
company.     Now,  tell  us  about  what  there  is  to  this  employment 


Mr.  Grahau.  Tell  us  just  what  happened. 

Mr.  Blaket.  I  was  in  the  office  of  tne  Standard  Steel  Car  0)rpora- 
tion  at  Butler,  Pa.,  sometime  in  May,  1919,  auditing  the  adminis- 
trator's expenses.     In  my  personal  conversaUons  with  Mr.  Gillespie, 
their  treasurer,  he  asked  me  what  I  was  going  to  do  when  I  left  the 
Government  service.     I  mentioned  to  him  that  I  was  interested  in  a 
busines.s  in  Maryland  with  my  father-in-law,  and  that  I  would  prob- 
ably return  to  that,    lliat  was  about  ail  that  took  place  at  that 
time. 
Mr.  Graham.  Was  the  claim  filed  at  that  timel 
Mr.  Blaket.  No,  sir;  that  was  in  May. 
Mr.  Gbaham.  It  happened  after  that? 

Mr.  Blaket.  Yes,  su".  I  was  at  their  office  again  in  July,  1919, 
auditing  the  administrator's  expenses  and  at  that  time  then*  claim 
had  been  filed,  but  I  had  not  seen  it  up  until  that  time,  and  after  I 
had  completed  my  audit  of  the  administrator's  expenses  there,  Mr. 
Fletcher,  who  is  assistant  to  Mr.  Gillespie,  and  the  latter  were  sitting 
around  the  table  discussing  various  matters  and — -!  don't  remember 
which  one  said  it — asked  me  if  my  work  at  Hammond  was  not  about 
finished.  I  said  I  thou^t  it  would  be  within  two  or  three  months, 
probably  by  the  1st  of  October  or  November,  and  they  mentioned 
then  that  they  had  a  position  that  they  would  like  for  me  to  consider, 
and  I  told  them  that  I  would  be  very  glad  to  do  it,  but  after  I  haa 
finished  the  work  at  Hammond;  but  they  said  that  that  was  impos- 
sible, and  that  they  would  have  to  have  me  sooner.     They  said,  "If 
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you  want  to  consider  it  you  will  have  to  come  with  us  as  of  Aagust 
1.  I  told  them  I  would  not  like  to  do  it  in  so  short  a  time,  and  I 
mentioned  the  salary  that  I  would  work  for. 

Mr.  GsAHAM .  Did  they  tell  you  what  they  wanted  you  to  do  ? 

Mr.  Blaket.  Yes,  sir.  They  mentioned  that  the  position  was  what 
they  called  the  works  accountant  of  their  automobile  business.  I 
was  to  take  charge  of  the  business  that  they  were  just  starting  to 
build  up. 

Mr.  Gbahah.  Did  they  know  that  you  had  chaise  of  the  accounting 
of  this  claim? 

Mr.  Blas&t.  Yes,  sir;  still  up  until  that  time  I  had  not  seen  the 
claim,  but  it  had  been  filed. 

Mr.  Gbahah.  Well,  what  happened  after  that,  about  this  em- 
ployment 1 

Mr.  Blaket.  When  I  mentioned  the  figure  that  I  would  work  for, 
I  think  it  was  (4,000,  they  intimated  ri^t  away  that  that  was  to<y 
much.  Overnight  I  thought  it  over,  and  I  told  them  the  next 
momine  that  I  would  consider  *3,600  with  a  promise  of  an  increase 
if  I  made  good,  and  they  said  "all  right,"  that  it  was  a  new  depart- 
ment, and  that  they  would  take  it  up,  and  that  they  would  write  me 
the  ensuing  week. 

Mr,  Qbahah.  On  that  occasion  did  they  open  the  conversation  or 
did  you? 

Mr.  Blaebt.  They  opened  the  conversation. 

Mr.  Graham.  Had  you  been  talking  prior  to  that  of  anything  about 
the  accounting  that  was  to  be  made  on  this  job  at  Hammond  t 

Mr.  Blakby,  No,  sir;  nothing  was  mentioned  about  the  claim,  so 
far  as  I  can  remember. 

Mr.  Graham.  But  you  were  there  looking  up  something  about  the 
administrative  expenses? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  What  next  happened  about  it*    Anything! 

Mr.  Blaket.  I  went  back  to  Hammond  and  did  not  think  any- 
more about  it  until  I  received  this  letter,  which  is  dated  July  22, 
1919,  and  marked  "Personal,"  addressed  to 
J.  L.  Blaket. 

Aeeoimtant  in  Charge  Slandard  SUtl  Car  Cu., 

Bammotid,  Jnd. 

Dear  Sir:  Referriiu;  to  recent  convereation  which  Mr.  Fletcher  and  th«  writer 
had  with  you  relative  to  yuur  accepting  a  pceilion  in  this  department,  alter  goins 
into  thid  matter  thoroughly  and  taking  into  consideration  laea  who  have  been  with 
iia  tor  many  ypars,  we  wive  decided  twit  the  position  we  have  had  in  viuw  tihouJd  be 
j[iven  to  Mr.  Flamming,  ss  he  is  justly  entitled  to  it. 

I  r^iret  very  much  to  so  ad^-iae  you  and  be^  to  advise  you  that  if  any  opeainK  should 
develop  we  will  very  gladly  get  in  touch  with  you. 

\iith  kindest  regards,  I  ain, 
Youre,  very  truly, 

0-    H.   GlLLEBPIB, 

Auditor  oiuf  Trnctanr. 
To  that  letter  I  replied,  under  date  of  July  24,  1919: 
Mr.  G.  H.  GiLLVSPiB. 

Db.ir  Sir:  T  am  just  in  receipt  of  your  letter  of  the  22d  and  T  note  contents.    I 
thank  you  tor  tho  consideration  "iven  mf  in  connection  with  this  matter  aud  aim  tho 
promise  in  the  Iwrt  pBragraph.    Mr.  Flemming  has  my  beat  vrishee  and  with  kindest 
regards  to  Mr.  Fletcher  and  yourself,  I  am, 
Youre,  very  truly. 
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Mr.  Graham.  Aod  that  ended  the  incident  t 

Mr.  Blaket.  Yes,  sir. 

iSt.  Gbahav.  Did  you  ever  apply  to  them  for  a  position  ? 

&&.  Blakbt.  No,  air. 

Mr.  Gbahah.  The  first  you  knew  of  anything  of  the  kind  was  when 
you  were  there  on  the  accounting  proposition! 

Mr.  Blakbt.  Yes,  sir. 

Mr.  Gbahau.  Did  the  fact  that  caused  you  not  to  get  that  em- 
ployment cause  you  to  come  before  this  committee  t 

Mr.  Blakbt.  No,  air;  it  had  no  bearing  on  this  case. 

Mr.  Gbaham.  One  of  the  officers  who  testified  before  this  com- 
mittee testified  that  you  did  not  say  anything  on  the  first  occasion 
in  Hammond  when  the  marks  were  bemg  made  ?  They  indicated 
that  they  thought  you  should  have  said  openly  at  that  time,  in  the 
meeting,  that  meee  things  had  not  been  audited  1  Why  didn't  you, 
on  those  occasions,  eay  what  you  thought  about  that  ? 

Or.  Blaket.  If  I  had  been  invited  to  the  meeting  and  asked  to 
discuBS  those  matters  I  would  have  spoken,  but  under  the  circum- 
stances it  appeared  to  me  that  I  waa  in  the  meeting  without  any 
standing  whatever,  and  I  only  spoke  when  I  was  spoken  to  during 
the  meeting,  and  then  I  was  invariablr  cut  off  as  though  they  did 
not  want  me  to  speak,  and  Col.  G.  S.  Hughes,  United  States  Army, 
seemed  to  do  that  cutting  off,  just  to  tell  me  that  my  remarks  were 
not  wanted. 

Mr.  Graham.  Did  you  tell  Col.  Hughes  the  next  day  that  you 
thought  he  had  insulted  you  ? 

Mr.  Blaket.  That  came  about  through  a  difference  in  some  figures. 
I  think  it  was  the  administrative  expenses.  They  showed  that  about 
$60,000  had  been  deducted  as  having  been  paid,  and  I  said  that  the 
amount  should  be  $109,000,  aud  then  Col.  MacFarland  asked  Col. 
Hughes  how  did  he  account  for  that  difference.  Col.  Hughes  said, 
"I  did  not  know  that  there  waa  any  difference  until  Blakey  let 
loose,"  and  that  was  the  remark  that  I  considered  was  an  insult. 

Mr.  Gkaham.  Well,  was  there  anything  else  in  the  conduct  of  Col. 
Hughes  that  you  considered  as  insulting  T 

BIr.  Blaket.  It  was  his  overbearing  manners,  in  every  way.  He 
didn't  ask  me  any  questions  and  he  did  not  give  me  a  chance  to 
answer  questions  asked  by  other  members  at  the  meeting. 

Mr.  Gkaham.  What  did  he  do  ? 

Mr.  Blakkt.  When  I  started  to  answer  he  would  start  to  talk 
about  one  of  the  other  items. 

Mr.  Graham.  And  that  is  what  you  meant  when  you  said  he 
insulted  you  1 

Mr.  Blakbt.  Yes,  sir. 

Mr.  Graham.  You  are  back  here  to-day  not  at  the  request  of  the 
committee,  but  were  called  before  some  committee  <h  the  War 
Department,  were  you  t 

Air.  Blaket.  No,  sir;  I  was  here  in  Washington  on  my  way  to 
Qiicago,  and  I  came  over  here  in  accordance  to  a  letter  which  yoa 
wrote  regarding  a  statement  of  the  administrative  expenses.  It 
seems  that  t^t  statement  got  loet  by  the  stenc^rapher  and  was  not 
printed  in  my  testimony,  and  I  furnished  that  statement  to  the  clerk. 

Mr.  Graham.  You  are  still  in  the  Government  employ? 
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Mr.  Blakbt.  Yes,  sir.  I  was  absent  with  leave  for  30  days  from 
October  3  until  November  2,  1919,  but  before  that  leave  expired  I 
was  in  Texas  and  Louisiana  visiting  relatives,  when  the  War  Depart- 
meot  sent  me  a  telegram  to  come  to  Washington  at  once.  I  obeved 
their  orders,  and  they  automatically  placed  me  on  the  pay  roll  when 
I  obeyed  orders  conveyed  in  that  telegram. 

Mr.  Grahau.  Mr.  Jefferis,  do  you  want  to  ask  him  any  questions! 

Mr.  Jbppebis.  Mr.  Blakey,  were  you  the  chief  accountant  on  this 
job  of  the  Standard  Steel  Oir  Co.  at  Hammond  f 

Mr,  Blaeet.  Yes,  sir.  I  was  the  chief  Government  accountiuit 
there  from  April,  1918,  until  I  left  there  in  October,  1919. 

Mr.  Jbffebis.  What  portion  of  that  time  were  you  down  at  Ham- 
mond in  the  offices  of  factories  of  the  Standard  Steel  Car  Co.  1 

Mr.  Blakbt.  I  was  there  all  the  time  with  the  exception  of  about 
30  days  in  1918,  when  I  was  sick,  and  then  on  three  or  four  other 
occasions  when  I  had  been  absent  for  about  a  week  at  a  time. 

Mr.  Jefferis.  What  are  the  facte  as  to  your  being  there  from  the 
1st  of  July,  1919,  up  until  the  Ist  of  October » 

Mr.  Blakbt.  As  of  the  3d  of  July  I  was  absent  until  about  the  18th 
or  20th  of  July.  During  that  time  I  was  at  the  Butler  office  instead 
of  at  Hammond,  and  I  was  absent  one  other  week.  I  don't  recall 
the  exact  date  of  that,  but  I  was  sent  up  in  New  York  State  on 
another  claim  which  was  a  subcontract  of  the  Standard  Steel  Car  Co. 

Mr.  Jefferis.  How  many  men  were  assisting  you  in  this  accounting 
position  during  that  time  1 

Mr.  Blakbt.  When  I  went  there  there  were  only  two  men.  I 
think  I  had  as  high  as  17  or  18  men  there,  and  there  are  about  15 
there  at  the  present  time,  I  think. 

Mr.  Jefferis.  Now,  what  is  the  fact,  Mr.  Blakey,  as  to  whether  or 
not  this  claim  of  the  Standard  Steel  Car  Co.  had  been  assigned  to 
Col.  Hughes  to  take  up  the  question  of  the  settlement  of  that  claim, 
as  to  his  consulting  you  or  any  of  the  other  men  of  the  accounting 
division.     Tell  us  what  he  did  m  that,  as  far  as  you  observed  ? 

Mr.  Blakbt.  Well,  he  practically  did  not  consult  any  of  the  ac- 
countants before  or  after  the  claim  was  approved.  In  other  words, 
I  mean  that  be  had  agreed  to  $3,000,000  settlement  before  the  claim 
was  ever  officially  turned  over  to  my  office  for  auditing. 

Mr.  Jefferis.  Well,  did  Col.  Hughes  at  any  time,  to  your  knowl- 
edge, or  from  anythii^  that  you  had  prior  to  the  settlement  of  the 
agreement  of  the  13,000,000  settlement,  approach  your  accountants 
to  find  out  and  ascertain  anything  as  to  invoices  or  costs  of  any  parts 
or  anything  of  that  kind  t 

Mr.  Blaket.  No,  sir. '  All  that  he  did  was  to  submit  that  type- 
written memorandum  with  the  various  items  on  it  marked  "X"  with 
apenciled  note  "Miscellaneous  items  marked  'Audited  items  marked 
"  X  " ' "  and  when  that  penciled  memorandum  was  given  to  me  about, 
I  think,  September  2,  I  was  told  at  that  time  that  a  settlement  of 
S3,000,000  had  practically  been  agreed  to  and  the  officers  of  the 
Standard  Steel  Car  Co.  told  me  that,  regardless  of  any  audit  that  I 
might  make,  the  t3,000,000  would  not  be  changed. 

Mr.  Jefferis.  Who  told  you  that  from  the  Standard  Steel  Car 

a.? 

Mr.  Blakbt.  Mr.  Cory  and  Mr.  Jenks. 

Mr.  Jefferis.  But  when  did  they  tell  you  that  1 
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Mr.  Blaket.  I  don't  remember  the  exact  dates,  but  it  was  some 
me  after  September  2.    Between  the  2d  of  September  and  the  15th 

Mr.  Jepfekis.  What  was  the  occasion  of  their  tellii^  you  that  ? 
.  ^^\  Blaket.  I  think  that  Mr.  Cory  came  to  my  office  to  discuss 
'  \?     T^^  ^^  **  ^®™  making  any  audit  of  the  claim. 
Mr.  Jeffkbis.  Just  what  Was  said.    As  near  as  you  can  remember 
M  ®  time  that  he  told  you  that* 
Y,        ,  -^i-AKET,  I  don't  remember  the  exact  words,  except  that  I  had 
he  claim  on  my  desk  and  also  those  typewritten  memorandums 
nowing  the  revised  claim  of  $3,000,000,  and  I  asked  him  how  he 
imved  at  some  of  the  figures,  and  he  kind  of  smiled,  and  said  I  should 
lot  Worry  about  how  they  had  been  arrived  at,  because  they  had  been 
>Jready  agreed  to. 

Mr.  Gbahah.  Mr.  Blakey,  do  you  now  have  with  you  the  table  that ' 
you  mentioned  in  your  testimony  on  page  1685  of  our  printed  record, 
a,nd  "Which  was  not  printed  at  that  time  ? 

Mr.  Blaket.  Yes,  sir;  I  have  a  copy  of  that. 

Mr.  Gruuh.  I  wish  you  would  hand  it  to  the  reporter  and  have 
it  inserted  in  the  record  at  this  point. 

Mr.  Blaket.  Yes,  sir. 

(The  table,  which  should  have  been  inserted  in  the  printed  record 
on  page  1685,  follows.) 

Slandanl  Steel  Car  Co.,  Pittiburgh,  Pa.,  Butler  (home)  o^t  general  adminittrative, 
from  !fov.  J,  1917.  to  June  30, 1919. 
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Mr.  Graham.  It  was  stated  in  the  hearingB  that  Mr.  Cory  said  that 
your  testimonr  did  not  apply  to  the  whole  period,  but  a  part  of  it. 
What  are  the  facts  about  it  I 

Mr.  Blaket,  If  that  statement  was  made,  it  was  incorrect,  because 
the  amount  tha,t  was  paid  to  them  for  adi^^nistrative  expenses,  which 
was  about  $109,000,  covered  the  period  from  November,  1917,  to 
June  30,  ldl9. 

Mr.  Gbabah.  Did  Mr.  Cory  ever  make  such  a  statement  in  your 
presence,  that  it  covered  any  part  of  the  period  ? 

Mr.  Blaket.  No,  sir;  Mr.  Cory  never  made  any  such  statements 
tome. 

Mr.  Grahau.  Never  made  any  such  statement  in  yotir  presence  1 

Mr.  Blaket.  No,  sir. 

Mr.  Jeffebis.  I^en  there  wasn't  any  such  statement,  inquired 
about  by  Mr.  Graham,  at  any  of  these  meetings  at  Hammond  vbai 
Col.  MacFarland  or  Col.  Graves  were  present } 

Mr.  Blakby.  No,  sir. 

Mr.  Jefferis.  Or  at  the  meetings  in  Chicago  1 

Mr.  Blaket.  No,  sir. 

Mr.  Graham.  It  appears  in  the  testunony  of  one  of  the  witnesses, 
I  think  perhaps  Col.  Arison,  that  he  had  been  requested  to  remove 
you.     Do  you  remember  any  incident  similar  to  that  ? 

Mr.  Blaket.  Yes,  sir;  the  only  thing  I  know  of  regarding  that  was 
complaints  that  Mr.  Cory  and  Mr.  Jenks,  of  the  Standard  Steel  Car 
Co.,  had  made. 

Mr,  Graham.  When  was  that  ? 

Mr.  Blaket.  Some  time  in  March,  1919. 

Mr.  Graham.  What  were  they  complaining  of ! 

Mr.  Blaket.  That  we  were  not  reimbursing  them  for  many  serv- 
ices, they  said,  and  that  I  was  arbitrary  in  holding  up  payments  that 
should  have  been  made  to  them,  and  they  made  a  stateinent  to  the 
effect  that  a  certain  sum  of  money  was  being  held  up,  when,  as  a 
matter  of  fact,  at  the  second  meeting,  we  proved  to  them  that  that 
amount  was  incorrect,  and  then  Mr.  Jenks  withdrew  that  request 
through  Mr.  Miller,  stating  that  he  was  perfectly  satisfied  then  with 
the  accounting  work  and  was  sorry  that  he  had  misrepresented  the 
facts. 

Mr.  Graham.  That  was  before  they  had  asked  you  to  join  their 
organization,  was  it  ? 

Mr.  Blaket.  Yes,  sir. 

(Thereupon,  at  4.30  p.  m.,  the  subconunittee  adjourned,  to  meet 
again  upon  the  call  of  its  chairman.) 
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Sttboohmittee  No.  5  (Ordnance)  op  the 
Select  Couuittee  on  Exfenditukes  in  the 
Wab  Depahtment,  House  of  Repsesentattves, 

Cincinnati,  Ohio,  Friday,  Novemher  tl,  1919. 
The  subcommittee  met  in  room  304,  Federal  Building,  9  a.  m.,  on 
call  of  the  chairman,  Hon.  William  J.  Graham  (chairman),  presicung. 
Preeent:  Hon.  Albert  W.  Jefferis  and  Hon.  finis  S.  Garrett. 
Also  preeent:  Co\.  W,  S.  Valentine,  member  of  board  of  appraisers;" 
Col.  C.  F.  Buschee,  member  of  real  estate  service  department;  Capt. 
M.  P.  Mitchell,  Washington,  D.  C:  Lieut.  A.  A.  Roberg;  Mr.  John  V. 
Campbell.  Cincinnati,  Chio;  Mr,  Oliver  B.  Jones,  Cincinnati,  Ohio; 
Mr.  W.  W.  Clippinger,  Cincinnati,  Ohio;  Mr.  Hopple,  Cincinnati,  Ohio. 
The  following  hearing  was  arranged  by  Col.  W.  S.  Valentine,  mem- 
ber of  the  board  of  appraisers,  Tot  the  purpose  of  attempting  tp 
adjust  certfun  unliquidated  claims  for  damages  presented  by  land 
owners  and  on  account  of  the  work  at  the  Ancor  Plant.     The  sub- 
committee participated  in  the  hearing,  and,  on  motion,  it  was  a^eed 
that  the  evidence  taken  be  incorporated  in  the  regnlar  prmted 
hearings  of  the  subcommittee. 

Col.  Buschke.  With  reference  to  the  original  acreage  of  the  nitrate 
plant  of  which  we  spoke  this  morning,  1  find  that  1  was  mistaken. 
It  should  be  1,231.31  acres  that  were  mcluded  in  this  bi^  map  [indi- 
cating on  lai^e  map  exhibited  to  the  committee],  practically  every- 
thing you  see,  practically  everything  outside  the  heavy  line  for  the 
origmal  site. 

At  the  time  that  the  armistice  was  signed,  all  work  was  suspended 
at  the  plant,  1  think  along  about  the  15th  of  November  a  telegram 
to  suspend  all  further  work  was  received.  Then  the  question  came 
up  in  the  Ordnance  Department  as  to  what  property  could  be  turned 
back. 

Most  of  this  land  outside  of  a  certain  area  was  acquired  as  a  safety 
zone  in  all  these  plants,  mtrate  plants.  That  area  was  acquired  in 
addition  to  what  was  actually  needed,  for  a  safety  zone.  That 
property  might  well  be  turned  back. 

The  real  estate  department  was  asked  to  come  out  to  see  if  it  was 
pos^ble  to  n^otiate  with  the  idea  of  returning  the  unused  pieces  to 
the  owners. 

l^e  first  time  I  was  here,  I  think,  was  in  February,  and  at  that  time 
the  investigation  showed  that  the  total  amount  disbursed  at  Ancor 
on  the  2l8t  of  February,  1919,  amounted  to  85,452,527.01.  This 
included  buildii^.  The  buildings  alone  cost  1943^318.40.  The 
other  expenditures  were  for  labor,  undoubtedly,  and  mcidentals  to 
the  construction  of  the  plant. 

In  June  we  again  came  out  and  effected  releases  with  all  bat  a  fev 
owneM. 
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Some  of  these  farmers  in  these  outlying  tracts  had  never  been  <lis- 
turbed.  They  lived  on  the  farms  and  farmed  them,  while  the  Gov- 
ernment did  accept  the  options.  In  many  cases  wo  asked  them  to 
move  off — -not  in  every  cage.  I  signed  releases  from  a  great  manj. 
Some,  closer  to  the  plant,  resisted. 

The  Ordnance  Department  drriW  a  line  aromid  the  area  here  [indi- 
cating on  map]  wliich  they  wanted  to  acquire  by  purchase.  In  all 
these  things  the  Ordnance  Department  is  the  controlling  bureau — 
the  real  estate  service  has  notning  to  do  with  what  they  keep  and 
what  they  turn  back.  If  they  say  they  want  certain  lands,  ■we  will 
complete  the  purchase.  Ordnance  Department  drew  the  heavy  line 
which  you  see  here  on  this  map  and  stated  that  that  is  all  that  tbey 
wantea;  the  rest  to  be  turned  back.  That  method  would  cut  up 
several  farms.    They  only  wanted  a  part. 

In  the  cases  of  Wlliam  and  John  Aichholtz  that  worked  a  great 
hardship  because  it  took  the  hill  land  lying  here  [indicating  on  lai^ 
map],  and  it  left  them  only  the  lowland,  which  was  of  no  value  to 
them,  and  cut  off  from  the  lowland  the  farming  land.  We  recom- 
mended that  the  whole  tract  be  purchased  because  there  would  be 
no  possible  way  of  getting  at  the  amount.  The  upland  was  appraised 
much  less  than  the  option  called  for,  but,  naturally,  it  alone  was  not 
anything  near  what  the  total  piece  would  be  worth.  At  this  time, 
as  you  gentlemen  know,  the  rider  in  the  appropriation  bill  ^vent 
through  forbidding  the  department  from  going  ahead.  The  question 
then  developed,  and  was  put  up  to  the  Judge  Advocate  General,  as 
to  whether  Ancor  was  an  exception.  Ordnance  was  again  asked  to 
recommend.     The  plant  was,  roughly,  40  per  cent  completed. 

Lieut.  RoBGRO.  Eighteen  per  cent. 

Col.  BusHEE.  And  it  was  felt  that  we  could  get  out  cheaper  than 
it  would  be  to  purchase  the  sit«.  The  entire  acreage  figure  would  be 
615.39  acres.  The  3S  acres  was  the  number  of  acres  actually  inside 
of  the  line  which  the  Ordnance  Department  wanted  to  keep.  It  was 
figured  at  the  option  price,  which,  I  might  say,  varied  from  S200  to 
$300  an  acre,  depending  upon  the  location  oi  the  farm.  Amended 
authority  was  asKod  of  the  Secretary  of  War — he  had  original  au- 
thority— for  $389,000.  Before  we  could  go  ahead  we  had  to  have 
amended  authority.  We  could  do  nothing  under  the  authority  we 
had.  No  one  had  authority.  The  Secretary  of  War  gave  that 
amended  authority  on  the  13th  day  of  Novemoer,  this  year,  that  is, 
after  the  Judge  Advocate  had  rendered  his  opinion  that  this  plant 
should  be  purchased.  If  the  recommendations  that  were  sub- 
mitted by  the  Ordnanoe  Department  were  acted  upon  not  to  buy, 
they  figured  it  would  cost  approximately  $190,000;  and  it  we  did 
buy,  taking  the  figures  at  the  estimated  value  of  the  land  and  what 
they  could  salvage  off  of  it,  we  would  lose  about  $18,000.  So,  there- 
fore, that  was  the  basis  of  the  recommendations  to  purchase  the  516 
acres  of  land.  I  am  rather  inclined  to  believe  that  the  estinaated 
value  of  the  property,  which  was  $100  an  acre,  was  very  low,  I 
think  if  we  attempted  to  sell  the  land  we  would  get  very  much  more 
than  $100  an  acre,  in  some  cases  a  little  more  uian  we  paid  for  it, 
and  in  some  cases  less.  Some  of  it  is  apparently  destroyed  for  manu- 
facturing purposes. 

The  method  b}-  which  the  price  was  arrived  at  was  by  an  appraisal 
by  the  Cincinnati  Real  Estate  Board  and  local  real  estate  people. 
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\o  options  were  origmally  gotten  that  way,  and  in  Mr.  Broaclwcll's 
iso,  for  instanoe,  they  estimated  his  land  at  $290  an  acre  and  he 
■fused   $290. 
Mr.  Campbell.  J250. 

Col.  BuscHEE.  I  have  it  "$290,"  Thatis  what  they  cstimat*^]  it, 
!.aeb.  tract  was  appraised  by  these  folks  and  they  gave  an  itemized 
tat«>inent  as  to  wnat  they  tnought  the  property  was  worth  per  acre, 
Jid  based  on  that  the  propertv — or  the  options — were  talien  and 
igned  by  the  United  States.  The  investigation  I  made  here  showed 
.hat  the  price  in  every  case  was  a  good,  full  price.  I  don't  think 
L,Vvat  anyone  or  any  real  estate  man  in  the  vicinity  would  say  that 
that  price  wasn't  a  fair,  full  value  for  it. 

Mr.  Broadwell  declined,  however,  to  accept  $290  an  acre  and  at 
the  time  I  was  here — in  June — he  asked  $400.  It  is  probably  one  of 
the  reasons  why  condemnation  suit  was  not  started  m  that  case.  I 
tbink  the  Government  might  have  increased  his  offer;  he  would  listen 
to  nothing  less  than  $400,  and  just  recently  $500.  In  that  case  we 
would  have  to  act  under  the  emet^ency  act  of  July  19,  1918.  They 
don't  have  to  wait  for  condemnation. 

With  reference  to  Mr.  Camphell'a  two  acres:  He  didn't  want  to 
sell.     I  wanted  to  a^ee  with  him  in  June;  he  said  he  didn't  want  to 
sell.     I  asked  him  iine  had  any  damage.    He  said  no;  he  wanted  his 
his  property  to  be  condemned.    The  proposition  was  put  up  to  them 
in  Washington  and  the  first  question  asked,  "Can  we  get  off  of  that?" 
And  we  said  we  could.     There  was  a  coal  pile  and  machinery  on  this 
land,  80  they  ordered  the  machinery  and  tne  coal  pile  to  be  removed 
Mr.  Camphml's  land  returned  to  him,  and  he  came  in  with  a  dam^e 
claim.    The  Secretary  of  War  wrote  him  a  letter  in  answer  to  some 
letters  that  various  gentlemen  out  here  in  Cincinnati  had  written  to  him 
asking  the  Secretary  to  give  him  some  relief,  and  somewhere  in  the 
file  of  his  office  he  had  a  letter  in  which  he  had  originally  stated  that 
he  didn't  want  to  sell  and  did  not  care  to  rent,  but  that  the  Govern- 
ment could  have  the  use  of  his  land  if  they  would  return  it  and  pay 
him  dam^e  and  he  would  be  satisfied.     Since  then  I  learned  that  that 
was  declined  at  the  time.     However,  that  record  in  Washington 
didn't  disclose  the  fact  that  it  had  been  declined,  that  the  offer  to 
donate  his  two  acres  had  been  declined.    They  said  Mr.  Campbell 
could  come  before  the  board  to  assert  his  claim  for  damages. 
The  Committee.  Although  he  had  rejected  the  offer? 
Col.  Buschee.  I  am  inclined  to  think  that  theSecretary  was  not 
responsible  for  that  rejection,    I  don't  think  he  would  have  written 
a  letter  of  that  kind.     He  was  not  in  possession  of  thoseiacts. 

The  proposition  now  is,  I  think,  with  the  exception  of  the  Edwards, 
the  Aichholtz  and  the  Broadwell  tracts,  that  the  owners  have  agreed 
to  take  back  their  farms. 
Judge  Jones.  And  the  Turner  tract. 

Col.  Buschee.  And  the  Turner  tract.  They  only  wanted  14  acres 
of  that.  They  optioned  considerably  more,  105  acres.  They 
actually  only  need  14  acres.  Mr.  Jones  is  attempting  to  have  bis 
own  client  come  in  to  see  if  we  can't  take  it  all  back.  If  so,  that  will 
release  the  United  States  from'  that  part  of  the  dam^es.  The  same 
way  in  the  Sarah  Brown  matter.  She  says  she  would  be  wilting  to 
take  that  back.  They  would  give  us  8  acres  and  she  would  take  the 
reminder  on  the  payment  of  certain  damages. 
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We  only  have  a  few  temporary  buildings  with  no  foundations  on 
the  ground  and  they  can  be  very  easily  removed  if  we  reach  the  ^rw- 
ment  of  turning  back  those  tracts,  and  that  will  reduce  our  acretp 
still  more.  In  the  Broadwell  case  and  in  the  Aichholtz  case  I  m 
still  of  the  opinion  that  the  United  States  should  take  it  all  becftuw 
in  the  Durham  case  we  are  taking  20  acres  and  asking  him  to  tikt 
back  15;  in  the  Aichholtz  case  we  are  taking  78  acres  and  askiDzbiiD 
to  take  back  60  acres  of  hill  land.  I  am  of  the  opinion  that  we  satm. 
buy  all  of  that  propwty.  There  is  no  other  way  we  can  make  than 
whole. 

In  reference  to  the  Edwards  tracts,  at  the  bottom,  they  only  uul- 
ized  a  V-shaped  strip  upon  which  a  railroad  siding  was  built,  a  line 
which  runs  through  the  plant.  Ordnance  did  not  want  this  psrt 
here.  [Indicating  on  large  map.]  They  said  they  would  take  the 
and  then  they  said  this:  They  drew  a  line  that  separates  the  Edwant 
farm  right  in  half  here.  This  is  the  siding  here,  here  was  a  switch, 
that  area  was  24  acres.  Mr.  Edwards  will  not  convey  title  to  24  acre. 
He  will  only  give  title  to  the  entire  lands  or  nothing.  Therefore,  tbf 
Government  will  remove  its  railroad,  and  so  forth,  there  because  tfasi 
can  very  easily  he  done,  and  ask  Mr.  Edwards  to  come  in  with  i 
damage  claim.  That  to  me  seems  fair  enough  because  they  haTco'i 
touched  his  low  land;  he  has  been  disturbed,  but  the  property,  ttke 
main  portion,  has  not  been  disturbed  for  farming  purposes,  and  I  do 
think  that  he  can  be  made  whole  by  payment  m  damages  and  san 
the  Government  money,  having  reference  to  his  damage.  That  is 
what  we  propose  to  do  now.  In  June  I  made  the  proposition  rf 
taking  thb  half  here,  and  it  wouldn't  split  his  farm  in  half.  Hve 
took  only  the  24  acres  he  had  two  pieces  really.  I  su^eeted  we  ta^e 
only  this  portion  here  which  included  his  hill  land,  and  that  was  doI 
approved.  He  agreed  to  do  that  hut  they  didn't  agree  at  Washing- 
ton; they  said  "no"  at  that  time. 

Judge  Jones.  His  position  is  that  if  they  took  the  tract  and  re- 
turned that  part  which  ia  impossible  to  use  as  a  farm,  they  damafeJ 
his  farm  with  all  that  land  Iving  east  of  the  railroad. 

Col.  BuscHEE.  The  stana,  of  course,  they  take  in  WashingW 
is,  that  you  can't  damage  the  land  more  than  ita  value. 

Judge  Jones.  When  you  have  two  kinds  of  property,  you  don  t 
take  it  on  the  average  piece;  you  take  it  on  the  value  of  the  property. 

Col.  BtTSCHBE.  That  nill  land  was  worth  between  $50  and  $70  an 
acre.  There  is  no  real  estate  man  would  appraise  it  for  more  Uud 
that. 

Judge  Jones.  He  based  his  damage  on  his  investmoit  and  hu 
sold  out  his  farm  implements  and  has  changed  his  mode  of  living  urn 
it  is  impossible  for  him  to  get  back  in  the  position  he  was.  He  reliec 
upon  the  good  faith  of  the  Government. 

Col.  Bl'SCHEe.  The  case  of  William  Aichholtz:  I  beUeve  Col  V^ 
entine  said  something  about  it  early  this  morning.  He  moved  ^ 
and  bought  another  farm.     He  is  in  a  bad  way.     He  expected  the 

Eroceeds  of  this  farm  to  pay  for  the  other  one.  We  returned  it  to 
im.     He  came  in  for  his  damages. 

The  Committee.  That  $5,452,500  and  something;  is  that  iw 
buildings  ? 

Col.  BuscHEE.  Buildings  and  labor. 

The  Committee.  That  does  not  include  anything  else,  tie  cost  m 
real  estate) 
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Col.  BuscHBE.  Not  a  cent;  no  sir. 

The  CoHHrTTBE.  There  is  an  itemized  list  that  you  had ;  can  we  put 
that  in  the  record ) 

Col.  BusOHBB.  Yee,  ax.  That  is  up  to  February  21,  1919.  The 
subsequent  expondituree  I  know  nothing  about.  I  merely  got  this  as 
a  basis  for  argument  why  the  Goyenunent  should  purchase  it, 
because  of  the  investment  they  had  on  the  land. 

The  CoMMrTTEE.  »176,000» 

Col.  Bu8CH£E.  It  totals  up  (159,000.  The  $26,000  was  estimated 
to  cover  the  condemnation  of  the  Broadwell  tract. 

The  list  referred  to  by  Col.  Buscbee  is  herewith  set  out: 

November  4,  1919. 

Project:  Site  of  Nitrate  Plant  No.  4. 
Locatiom  Cinciiuuti,  Ohio. 

AcreMfce  required,  616,339  per  optiona $176,000. 00 

FixedbcibtiesbyGovermDflnt(NitrataPlant  No.  4) &,4S4,656.32 

Govenunent's  tntol  investmeDt  insitoand  facilities — If  title  i«  acquired 
to  portiotu  of  rite  not  jet  accuired  (this  to  include  616  acree  on  which 
comtructioD  has  been  atarted): 

Material  and  equipment 5,484,656.32 

Land,  516  acres 176,000.00 

Total 5,660,656.32 

Eatimate  market  (aale)  valoe  of  eite  and  facilitiM  listed  above: 

I.and,  516  acres,  1100  per  acre 61,600.00 

Machinery  and  equipment 298, 585. 00 

Buildings  and  utilitiee 106,052.00 

Total 466,237.00 

Eetimatcd  salvage  value  of  facilitiee  if  removed: 

Machinery,  equipment  and  material 298,585.00 

Coet  of  removal,  15  par  cent 44, 788. 00 

Total 253,797.00 

Buildings  and  equipment 136, 052. 00 

Coet  of  tearing  down  and  removal,  60  per  cent 63, 632  00 

Total 42,420.00 

Gnuid  total 296.217.00 

Uatimatedcostofsalvagingandreetoringaite,  40percentofS466,237 182,496.00 

Estimated  coet  of  removing  atored  material  fixtures  and  eqoipment,  25 
per  cent  of  »456,237 114,060.00 

The  CoMMFTTEE.  After  you  have  $176,000  you  stil!  have  left  the 
Edwards  tract,  the  Broadwell  tract,  and  some  of  those  other  tracts} 

Col.  BuscHEE.  No;  that  $176,000  is  estimated  to  cover  the  pur- 
chase of  the  24  acres  at  the  option  price.  If  u'e  turn  that  back  that 
will  reduce  the  $176,000,  and  as  his  damage  can't  bo  greater  than  its 
value  it  vnll  be  within  the  $176,000.  That  figure  might  also  be 
reduced,  because  of  the  fact  that  we  have  reached  an  agreement  with 
Mrs.  Brown  to  take  all  her  property  back  and  payment  of  damaees. 
The  claim  there  awarded  may  not  equal  the  value  of  that  8  acres  that 
she  would  get  back. 

The  CoHMiTTEE.  As  to  the  516  acres,  will  that  be  available  for  the 
use  of  the  Government  ? 

Col.  BcscHEE.  That  is  a  question  I  can  not  answer.  It  is  con- 
trolled by  the  Ordnance  Department;  I  have  no  knowledge  of  it.  I 
believe  it  is  contemplated  to  sell.  I  think  if  it  can  be  utilized  for  aoy 
purpose  it  will  be;  if  not,  it  will  be  sold  or  offered  for  sale.  , 
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The  Committee.  I  suppose  you  don't  know  anything  about  Uie 
coat  of  operating  or  maintaining  men  since  February  1 1 

Mr.  LoNQWORTH.  Yes,  let  us  have  those  figures. 

Col.  Bdscheb.  I  believe  Mr.  Hopple  can  give  you  something  on 
that. 

Mr.  Hopple.  The  pay  roll  and  everything,  ?14,000  a  month. 

Mr.  LosQWORTH.  What  is  that  being  used  for  ? 

Mr.  Hopple.  They  are  used  for  warehouses,  for  material  in  this 
district,  loading  and  unloading. 

The  Committee.  Are  they  shipping  ordnance  here  now  *  Where 
do  thev  come  from  ? 

Mr.  Hopple.  Coming  from  the  outside — Dayton. 

The  Committee.  What  kind  of  stuff  is  it? 

Mr.  Hopple.  Six-ton  tractor  parts — 6-ton  tractor  compoDent 
parts. 

The  Committee.  How  many  carloads  can  be  put  in  there  i 

Mr.  Hopple.  About  200  to  250  cars  can  be  put  in  there. 

The  Committee  (to  Col.  Buschee).  I  observe  that  $943,318.40  is 
the  cost  for  buildings,  labor,  and  material,  and  that  the  total  cost  is 
$5,452,527.01.  In  other  words,  approximately  one-sixth  of  it  is  for 
the  buildings.     Now,  what  are  the  other  five-sixths  for* 

Mr.  Hopple.  Sewer  system,  implements,  and  machinery,  and  other 
incidentals. 

Col.  Buschee.  The  sewer  s^tem  is  not  on  there. 

The  Committee.  Can  we  get  into  this  record  a  Ibt  of  the  expendi- 
tures out  there? 

Mr.  Hopple.  I  can  get  that  cost  of  machinery  and  implements,  etc 

The  Committee.  Commission  to  the  contractors,  etc.  ? 

Mr.  Hopple.  No,  we  didn't  have  that;  we  simply  had  a  record  of 
the  stuff  of  the  cost  in  turning  it  over  to  us.  No,  I  don't  know  anv- 
thing  about  that.  You  would  have  to  go  to  the  corporation  recorcb 
for  tnat,  or  what  is  now  the  Nitrate  Commission. 

The  CoMMrrTBE.  Would  that  be  included  in  this  five  and  one-half 
millions  ? 

Mr.  Hopple.  Yes,  sir,  it  should  be  included. 

The  Committee.  Is  the  land  in  thb  five  and  one-half  millions  f 

Mr.  Hopple.  Yes,  sir. 

The  Committee.  How  much  will  it  cost  to  get  this  real  estate  and 
pay  the  consequential  damage  in  a  right  way  ? 

Col.  Buschee.  It  will  not  coat  more  than  $176,000. 

The  Commfftee.  To  get  title  in  the  Government? 

Col,  Buschee.  To  get  title  in  the  Government.  What  damage  it 
will  be  is  a  question  of  the  amount  of  all  the  claims. 

The  Committee.  You  are  cutting  the  Broadwell  tract  in  two  aod 
the  Aichholtz  in  two,  which,  of  course,  I  imagine  would  cost  a  laree 
consequential  damage.  Now,  if  it  is  desired  to  buy  this  land  with  the 
idea  that  the  Ordnance  Department  can  hereafter  sell  it  to  advantage, 
and  I  assume  that  is  what  the  idea  is,  not  acquire  the  whole  of  those 
tracts,  to  save  yourself  consequential  dam^e,  then  you  have  the 
land  and  can  sell  apart  and — or  do  you  have  any  choice  about  that! 

Col.  Buschee.  We  have  no  choice  about  that. 

The  Committee.  Some  one  in  Washington  tells  you  what  to  do  ? 

Col.  Bl'scuee.  Some  one  in  Washington  tells  us  what  to  do  and  we 
make  recommendations  along  that  line. 

The  CoHMiTTEB.  Don't  you  think  that  is  the  best  thing  to  dot 
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Col.  Bt'scHEE.  I  think  it  is  the  only  thing  to  do — not  in  every  case. 
In  those  two  cases  it  is  the  only  thing  to  do;  the  man  is  getting  nothing 
but  the  poor  port  of  his  farm. 

The  CoHHiTTEE.  He  is  entitled  to  complete  damages. 
Col.  BcscHEE.  Equal  to  the  value  of  hia  land. 
The  Committee.  If  the  Ordnance  Department  has  to  pay  that 
amount,  they  may  as  well  have  the  land. 

Col.  BuscHEE.  I  might  say  this:  I  have  been  informed  while  I  was 
here  in  June  that  an  effort  was  made  to  acquire  it.  A  man  approached 
me  end  offered  to  purchase  the  entire  site  at  exactly  what  the  Gov- 
ernment paid  for  it,  and  would  consider  the  purchase  of  the  houses 
and  the  structures  in  addition  to  that.  However,  I  have  nothing  to 
do  with  that.  That  must  first  be  cleared  and  offered  for  sale  by  the 
Ordnance  Department. 

The  Committee.  Why  do  you  suppose  the  Ordnance  Department 
circumscribed  that  tract,  that  big  odd-shaped  line  t 

Col.  BuscHEE.  This  hiU  land  [indicating  on  large  map]  upon  the 
hill — this  is  water-  The  hill  comes  in  about  here.  This  is  the  rail- 
road. It  was  feasible  to  purchase.  No  construction  on  any  of  this 
except  in  this  little  comer.   . 

The  CoMMriTEB,  Any  buildings  out  there  of  any  salvage  value  ? 
Col.' BuscHBB.  I  think  Mr.  Hopple  can  answer  that  question. 
Mr.  Hopple.  A  lot  of  temporary  buildings  of  salvage  value.     The 
arsenals  and  other  permanent  buildings  can  be  sold  for  scrap.    They 
are  not  suitable  for  any  other  purpose. 

The  Committee.  If  you  salvage  the  whole  business  and  turned  the 
land  back  to  the  original  owners,  how  expensive  would  it  be  f 
Mr.  Hopple.  $190,000. 

Col.  BcscHEE.  In  the  first  place,  you  can' t  get  it  back  in  its  original 
condition.     It  would  cost  more  than  the  cost  of  the  land. 
TheCoHMnTEE.  If  the  soil  was  destroyed,  what  can  you  sell  it  fort 
Cot.  BcscHEE.  Get  a  plant  to  go  in  and  take  it. 
The  CoB*MiTTEE.  Is  that  land  destroyed  as  an  agricultural  purf)Ose  ? 
Mr.  Hopple.  Only  the  foundations  m  there. 

Col.  Bf-^cnEE,  Nothing  is  destroyed  for  agricultural  purposes  ex- 
cept that  portion  upon  which  the  concrete  foundation  has  oeen  put 
in,  which  is  right  in  there.  [Indicating.]  I  don' t  think  it  would  injure 
the  land  but  very  very  little  other  than  that.  As  to  the  land  upon 
which  the  foundations  are,  there  is  no  way  on  earth  that  yon  can 
restore  that  without  dynamite.    As  a  farm  it  is  destroyed. 

I  would  like  to  read  mto  the  record  the  portion  of  the  recommenda- 
tion that  was  made  to  the  Secretary,  and  that  will  answer  your  ques- 
tion as  to  what  the  salvage  value  is: 

NovmiBBX  4,  1919. 

The  eetinmted  market  value  of  buildings  and  utilities (106,052 

Estimated  nurket  value  ot  the  site 51, 600 

157, 652 

The  estimated  coet  of  salvaf^  and  reetoring  site 182,405 

Plus  theestiinated  coal  ofremoving  stored  material,  fixtures,  and  equipment.     11'),  059 

A  (trand  total  of 296,554 

II  there  is  deduct«d  from  this  total  the  estimated  salvage  value  of  the  build- 
ings and  timbers,  which  is 106,052 

That  would  leave  the  difference  of 190,502 
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The  expense  that  will  be  incuired  in  remo'viitg  the  fadlitiea  and  restonng  the 
site,  the  eatimata  value  of  the  udlitiea  and  of  the  site (157, 6£ 

Cost  of  acquiring  the  site 176,001 

Deducting  this  amount  from  the  coot  of  acquiring  the  site l&7.6o: 

The  loss  incurred  if  the  Bit«  waspuichasod  amounts  to iS,VB 

Aa  against  the  estinuited  amount  of IJO,  JiC 

Now,  let  us  see  how  serious  a  job  it  would  be  to  have  a  detachmmi 
of  engineers  blow  out  those  foundations 

The  Committee.  How  many  are  there  4 

Col.  BuscHBE.  Practically  this  entire  end  of  this  [indieatiiig]  hm 
concrete  foundations. 

The  CoMMiTTBB.  Are  they  very  deep! 

Col.  BnsoHBE.  It  runs  from  6  feet  on,  perhaps  more  than  that. 

The  CoHMtTTEE.  The  maintenance  of  these  thin^  are  very  expen- 
sive and  as  long  as  the  Government  keeps  it  it  will  cost  money,  f: 
why  not  go  in  and  clean  off  the  thing  and  restore  it  to  its  origiiu. 
conditionT 

Mr.  LoNowoETH.  It  costs  $14,000  a  month. 

Col.  BuscHEB.  That  expenditure  is  incidental. 

Mr.  Hopple.  $14,000  is  not  maintenance.  The  material  you  bar; 
there  must  be  shipped  out.  Your  maintenance  is  a  very  small  pan 
of  TOUT  »14,000. 

Col.  BnscHEB.  The  maintenance  of  Ancor,  if  it  were  not  for  tbe 
salvage,  would  be  a  very  small  amount — ^probably  not  over  S500  t 
month.  You  would  have  to  have  a  watchman  to  watch  the  propenr 
Mr.  LoNOWOETH.  You  would  have  to  have  some  fire  department. 
police,  cars,  etc.,  and  a  tract  of  land  over  500  acres  must  be  watched. 
It  will  cost  quite  a  sum.  You  will  find  there  are  many  storage  plaots 
where  this  stuff  could  all  be  coUected,  and  the  overhead  in  that  wit 
would  be  diminished.  If  it  is  to  acquire  for  the  purpose  of  sale,  better 
get  it  in  shape  and  sell. 

Col.  BusoHEB.  That  is  the  sole  purpose. 

The  Committee.  Unless  you  have  some  responsible  prospect  who 
would  or  might  go  in  there,  better  get  it  back  m  shape. 

Col.  Buschke.  The  Government  could  hardly  offer  the  real  eetatt 
for  sale;  it  has  not  the  title.  But  the  purpose  of  acquiring  it  is  to 
sell  it. 

The  Committee.  What  did  you  do  over  on  the  Campbell  tractt 

Col.  Bdsohbb.  They  moved  off  the  Campbell  tract,  but  he  will 
not  take  it. 

Mr.  Campbell.  You  say,  they  have  moved  off? 

Col.  BusoHBB.  I  am  told  so.  They  had  a  coal  pile  on  there  wba 
I  saw  it  last  and  they  stored  some  machinery  on  it,  and,  I  beheve,  early 
in  apriag  Mr.  Campbell  had  a  little  garden  on  part  of  it 

Mr.  Campbell.  I  did  not  have  a  garden  on  any  part  of  the  Govern- 
ment land.     It  is  perfectly  absurd  for  anybody  to  make  a  statement 
of  that  kind. 
.  Col.  BuBCHBE.  The  record  so  shows. 

Mr.  Campbell.  Whoever  made  up  the  record  lied. 

The  CoMMrrTEB.  Were  there  coal  piles  on  that  particular  tract  1 

Mr.  Campbell.  Piled  on  top  of  the  ground. 

Col.  Buschee.  That  has  been  removed. 

Mr.  Campbell.  What  has  1 
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Ool.  BrscHEB.  The  coal. 

^Ir.  Campbell.  It  has  not;  it  is  on  my  land  now. 
The  CoHuiTTEE.  I  understand  there  was  a  switching  track  on  ihe 
i'Wards  tract;  doyou  contemplate  taking  that  offt 
Ool.  BuscHBE.  Yes,  sir;  the  engineer  with  his  men  is  now  estimat- 
g  and  are  going  to  move  that  track  around  here,  and  they  will  take 
le  track  and  everything  off. 

The  CoMHiTTEB.  They  are  used  for  whati    What  do  yon  need  it 
>x  now) 

Col.  BuscHEB.  That  is  (he  main  line  to  the  railroad.    They  are 
loving  this  stuff  to  sell  it,  and  they  are  switching  over  this  track — 
aldng  down  these  steel  structures. 
The  CoMHrrTEB.  Are  these  st«el  structiires  being  sold  t 
Mr.  Hopple.  Theyare  being  transferred  to  the  arsenal. 
The  Committee.  Where,  Rock  Island  t 
Mr.  Hopple.  Frankfort,  Rock  Island. 

Col.  Buschke.  We  had  a  number  of  these  inouiries  for  these  build- 
ings from  machine  shops.  They  can  be  used  lor  a  special  purple, 
single  purpose.  There  is  not  room  enough  for  a  machine  shop.  Yon 
can  get  a  oetter  idea  by  seeing  the  buildings  yourselves. 

The  Committee.  Did  you.  Colonel,  ever  have  an  estimate  made  as 
to  the  coet  of  putting  that  land  back  in  shape,  say,  by  an  engineer! 
Col.  BuscHEE.  I  think  not;  I  think  the  Ordnance  Department  has 
such  an  estimate. 

The  Committee.  With  an  engineer  department  t 
Col.  BuscHEE.  No;  of  their  own  experience. 
The  Committee.  That  is  where  this  1195,000  came  from? 
Col.  Busceeb.  Yes,  sir;  I  will  read  this.     The  Government's  total 
investment  in  this  is  $5,484,656.32. 

Mr.  LoNowoRTH.  Isn't  that  misleading  t  Yon  said  the  real  estate 
was  not  included. 

Col.  BusCHEE.  No;  I  will  read  that  now:  If  the  title  is  acquired  to 
the  portions  of  the  site  not  yet  acquired,  land  at  516  acres,  plus  that, 
makmg  a  total  of  S5,660,656.32.  Then  they  estimate  tne  market 
value  of  site  and  iacihties  listed  above: 

Land  at  1100  per  acre 151,600 

Machinery  and  equipment 29S,5S& 

Buildings  and  utiliUea JOC,  062 

UakiDg  a  total  of 456,237 

The  Committee.  Salvage  t 
Col.  BusoHEE.  Yes,  sir. 

w  «atimat«d  salvage  value  of  facilities,  if  removed 1298, 689 

t  of  removal ,  16  per  cent 44, 788 

Grand  toUl 253,707 

.iDgsand  e4]uipiiient 106,052 

Ml  of  tearing  down  and  removal,  60  percent 63,632 

Leaving  a  total  of 42, 420 

itimated  cost  of  Mlvagijig  and  reatoring  oite,  40  per  cent  ot  9466,237 . .  182, 496 

itimated  coat  of  removing  stored  material,  flsturea,  and  equipment, 

er  cent  ot  1456,237 114.059 
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Personally,  I  think  the  real  estate  value  is  very  low  at  SlOO  an  aa? 
because  along  the  I,  D.  Jones  property  there  is  a  seww  mnnim 
through  to  the  river  which  was  all  on  top  of  the  ground.  Has  ni 
been  destroyed.  The  greatest  loss,  so  far  as  illustration  is  concenwd. 
is  up  here  wherein  the  heavy  foundations  are.  I  think  you  can  gw 
more  on  the  others.  As  I  have  said,  the  only  fair  way  is  to  purchiif 
the  whole  site  and  sell  it  for  what  it  cost  the  Unit-ed  States.  Tt« 
purchaser  could  pay  30  per  cent  of  the  purchase  price  and  a  lon^ 
tjine  in  which  to  complete  the  purchase. 

The  CoMMiTTBE.  Was  the  man  Who  inquired  about  purcbasiog  it  i 
manufacturer  t 

Col,  Bdschee.  No;  wanted  it  for  the  purpose  of  a  gravel  pii- 
There  is  a  big  gravel  pit  over  on  one  side,  the  Contractor's  Stone  i 
Gravel  Co.,  and  this  land  generally  is  more  or  less  gravelly  and  cub  ^ 
used  for  that  purpose.  That  was  the  intention  of  this  man  calliLZ 
on  me  when  he  made  that  offer. 

Mr.  LoNOWORTH.  Can  I  ask  you  a  question  or  two  I  I  don't  kno* 
whether  you  are  famihar  with  it  or  not — I  understand  this  work  e 
18  per  rent  completed,  and  the  cost  so  far  has  been  something  ore 
85.000,000. 

Col.  BuscHEE.  I  believe  that  is  correct. 

Mr.  LoNQWORTH.  It  was  originally  estimated  that  the  plant  wv 
to  cost  about  $12,000,000! 

Col.  BuscHEE.  That  I  do  not  know;  I  have  not  seen  those  figures. 

Mr.  LoNGWORTH.  Well,  if  18  per  cent  has  cost  $5,000,000,  tJut 
estimate  was  probably  very  much  under  4 

Col.  BuscHEE.  Very  much  under,  I  should  say. 

Mr.  LoNowoBTH.  Because  at  the  same  time  it  was  estimated  tlut 
the  Muscle  Shoals  plant  cost  (35,000,000  which  this  doesn't  inoludet 

Col.  Bdschee.  No. 

Mr.  LoKowoRTH.  You^and  the  total  cost  of  the  Muscle  Shotlf 
has  been  over  ninety  ? 

Col,  Buschke.  I  don't  know. 

Mr.  IjOSQWOKTh.  You  did  not  include  in  this  $5,000,000  the  inonet 
paid  to  the  Air  Nitrates  Corporation  1 

Col.  Buschbe.  No,  sir;  I  did  not.  I  have  -never  seen  the  contract- 
A  good  many  contracts  on  the  plant  I  have  seen  included  the  cost  of 
real  estate;  m  other  words  the  contractor  agreed  to  select  and  put- 
chase  a  site,  and  I  would  venture  to  say  uiey  did  it  that  way  io 
Ancor,  but  they  asked  the  local  real  estate  men  to  assist.  I  am' not 
certain  about  tnat. 

Mr.  LoNowoRTH.  Your  knowledge  of  this  proposition  is  on  the 
real  estate  side  ^ 

Col.  BtiacBEE.  Yes,  They  erected  a  plant  of  $5,000,000  on  prop- 
erty worth  $176,000.  It  was  certainly  to  the  best  interest  of  tiw 
United  States  to  purchase  the  site. 

The  CoMMnTBE.  Is  it  the  intention  of  the  Government  to  pay  do 
damages  which  are  not  purely  crop  damages  t 

Col.  Buschee.  That  I  can't  answer.  I  think  Col,  Valentine  can 
answer  that. 

The  CoMMrrTEE.  Take,  for  instance,  Mr.  Campbell's  place.  Is  it 
the  intention  to  return  to  him  the  2  acres  taken  and  pay  no  damagee 
for  the  land  ? 
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Col,  Valentine.  Oh.  no;  the  department  has  never  taken  that 
:  "titxide.  The  idea  is  tois:  we  are  not  making  a  man  whole  by  giving 
txck  his  property.  There  is  a  certain  amount  of  damages  caused  by 
^  ntiment. 

The  Committee.  Suppose  his  property  appreciated  50  per  cent; 
"ould  the  Government  take  that  into  consideration  ? 

Col.  Valentine.  I  hardly  think  so.  That  comes  under  the  heading 
■^  consequential  damage,  and  I  don't  think  they  will  consider  that. 

The  Committee.  As  a  matter  of  fact  the  Government  is  allowing 
Or  nothing  but  crop  damage? 

Col.  Valentine.  Actual  damages. 

The  CoMMrrrBE.  If  you  will  take  and  give  every  man  who  owned 
I OO  acres — you  will  talce  an  acre  and  pay  him  nothing  for  it  but 
return  it  aiterwartk  and  thereby  the  value  of  hia  property  should 
depreciate,  say,  50  per  cent,  the  Government  would  talce  no  notice 
of  that? 

Col,  Valentine.  I  don't  know  what  law  that  would  come  under. 
The  CoHHiTiEE.  Who  can  answer  that  1 

Capt.  MrrcuELL.  I  should  say  that  such  a  claim  could  be  heard  in 
the  Court  of  Claims. 

The  Committee.  You  mean  it  would  have  to  be  taken  to  the  Court 
of  Claims  I 

Capt.  MrrcaELL.  I  believe  it  would  if  the  owner  insisted  upon  the 
claim.  My  understanding  pf  the  board  of  appraisers,  they  will  only 
act  on  things  that  are  absolutely  certain. 

The  CoMMriTEE.  Suppose  an  owner  would  show  that  he  had  paid  a 
certain  amount  for  his  property  and  that  by  virtue  of  the  huilmng  of 
this  plant,  or  any  other  Government  nitrate  plant,  he  was  unable, 
-when  the  work  had  stopped  in  that  plant,  to  obtam  more  than  50 
per  cent  that  he  had  actually  expended  upon  it;  will  the  Government 
take  any  recognition  of  that  damage? 

Capt.  Mitchell.  The  board  of  appraisers  will. 
The  CoMMnTEE,  Exactly  as  under  condemnation  at  the  time  they 
settle  the  claim  t 

Capt,  Mitchell.  That  would  mean  damage  to  the  residue.  I  am 
unprepared  to  say  how  much  of  your  case  would  be.  I  am  certain  the 
board  of  appraiseis  would  not  consider  the  property  as  under  con- 
demnation for  the  purpose  of  establishing  a  nitrate  plant  now,  because 
the  Government  has  definitely  abandoned  that  project.  They  will 
consider  the  claim  based  on  the  actual  condition  of  the  property  as  it 
stands  to-day,  or  at  the  time  it  considers  the  claim,  and  it  will  settle 
it  under  the  rules  as  laid  down  in  condemnation  pi^ceedin^. 

Mr.  Campbell.  Please  tell  the  committee  what  you  think  of  my 
acceptance  of  the  return  of  my  land  to  me  would  have  on  any  claim 
for  damage  to  the  residue  on  mv  behalf. 

Capt.  Mjtchbll.  So  far  as  tne  consideration  of  the  board  of  ap- 
praisers is,  I  think,  it  will  have  none. 

Mr.  Campbell.  As  a  matter  of  law  it  would  deprive  me  from  any 
claim  to  the  residue? 

Capt.  Mitchell.  As  a  condemnation  proceeding,  I  am  of  the 
opimon  it  would. 

Mr.  Campbell.  Col.  Buschee,  isn't  it  the  purpose  to  return  my  2 
acres  to  me  for  the  purpose  of  depriving  me  of  any  claim  for  damage  to 
the  residue  ? 
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Col.  BusOHEE,  Not  at  aU. 

Mr.  Campbell.  Why  would  they  do  it) 

Col.  BusoHEB,  They  will  return  your  2  acres  and  ask  you  to  pre- 
sent your  claim.  What  the  claim  is,  and  what  the  award  would  be. 
I  can  t  say. 

Mr.  Campbell.  Why  do  they  return  my  2  acres  when 

Col.  Bdschee.  You  nad  refused  to  eel!  to  the  United  States  because 
of  the  fact  that  there  was  no  way  we  could  negotiate. 

Mr,  Campbell.  Why  not?    Who  ever  tried  tot 

Col.  BuaCHEE.  I  did;  I  asked  you  what  you  would  take? 

Mr.  Campbell.  You  did  1 

Col.  Buschee.  For  the  2  acres. 

Mr.  Campbell.  And  you  said  you  had  no  authority! 

CoL  Bdschee.  Absolutely;  I  had  no  authority. 

Mr.  Campbell.  You  told  me  at  the  time  you  had  no  au^ority! 

Col.  BnscHEE.  I  was  solely  a  purchasing  agent. 

Mr.  Campbell.  You  told  me  you  had  no  authority  to  do  anytiung 
more  than  to  see  if  you  coxild  agree  with  me  without  any  reference  to 
the  value  of  the  damaee  to  the  residue  ? 

Mr.  LoNGWOBTH.  I  nave  been  for  the  last  15  months  trying  to 
make  the  department  make  some  sort  of  settlement,  to  mid  oai 
whether  they  would  or  not,  and  I  have  yet  to  find  the  man  wiio  hat 
authority  to  settle. 

Col.  BnscHEE.  I  have  authority  to  buy  within  this  line  and  settle 
immediately. 

Mr.  IjOnqwoeth.  You  mean  to  acquire  title  ? 

Mr.  Kbarns.  I  hare  for  six  months  tried  to  get  some  informalioo 
from  the  War  Department  and  I  will  say  that  until  I  came  across 
Col.  Valentine  I  couldn't  find  anybody  who  could  give  you  any 
information  at  all.  I  will  say  that  Col.  Valentine  has  attempted  to 
do  what  was  rifht  out  here  and  he  is  the  only  man  from  the  depart' 
ment  who  would  treat  you  coiu-teously. 

Mr.  Lonowobth.  You  told  me  Col.  Valentine  had  full  authority. 

Mr.  Kearns.  I  thought  he  had. 

Col.  Valentine.  1  am  a  member  of  the  board  of  appraisers.  We 
receive  damage  claims;  that  is,  we  take  evidence  and  then  writ«  a 
report  as  to  what  we  consider  fair  and  equitable.  This  will  b« 
done  next  week.  The  report  will  be  placed  before  the  board  and  a 
decision  arrived  at  as  to  whether  or  not  an  award  shall  issue.  That 
is  then  put  in  shape  by  the  recorder  of  the  board,  and  if  approved 
by  the  Secretary  of  War,  is  paid.  That  is  the  general  plan  imder 
which  we  act.  Now,  I  have  no  authority  to  pay  anythmg.  All  I 
can  do  is  to  recommend  to  the  board  of  appraisers ;  simply  a  figure. 
It  is  of  no  value  (inless  approved. 

Mr.  LoNGWORTH.  The  board  of  appraisers  approve  every  settle- 
ment; who  else? 

Col.  Valentine,  The  Secretary. 

Mr.  Lonowobth.  Direct  ? 

Col.  Valentine.  Some  of  these  claims  are  passed  by  the  War 
Claims  Board.  I  know  that  because  I  have  a  Dent  Act  claim  with 
a  gentleman  in  Baltimore,  and  that  has  been  approved  by  iSi. 
Doerrs;  that  is  how  I  know.  In  reference  to  the  class  of  claims  and 
what  I  can  accept  and  reject  with  reference  to  these  claims.  There 
are  three  classes  of  farms:  One  is  the  farm  that  the  Govenunent 
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jturoed  in  its  entirety:  tba  owner  of  that  can  come  in  here  with  a 
amage  claim  for  any  physical  damage  to  his  land. 
Mr.  LoNowoBTH.  Is  thAt  the  land  actually  taken  in  this  576  acres  t 
Col.  Valentine.  No;  to  be  returned  by  the  Government,  Take 
He  case  I  considered  yesterday  of  one  Bickel.  Bickel  optioned  his 
um  to  the  Govermnent,  but  the  Goremment  proposed  to  breach 
a  contract.  I  receiyed  a  damage  claim  based  on  this.  He  could 
ot  plant  fall  crops  because  we  occupied  the  land.  He  tried  to  prove 
rhat  he  might  have  planted.  That  was  based  on  something  that 
ould  not  M  proven.  The  way  to  get  around  it,  and  the  way  I 
iroposed  to  ^et  around  it,  is  on  this  theory:  That  we  take  8  acree 
,way  from  him  and  pay  him  rent  for  the  use  of  that  property  until 
Jong  in  March  when  he  planted  his  crops.  We  pay  lum  rent  for  the 
i  acres.  Now,  he  had  an  additional  damage  due  to  teams  hauling 
tuff  over  his  land.  In  this  particular  case  it  was  shown  in  the 
ividence  that  the  hauUng  was  done  when  it  was  raining.  The 
ubsotl  had  been  turned  up  and  brought  to  the  surface.  He  has  a 
lamage  claim.  If  in  that  case  he  comd  have  shown  that  his  fences 
vere  removed  from  one  place  to  another  I  would  allow  him  damages 
n  a  reasonable  amount  for  moving  those  fences  to  where  they  were. 
[  will  allow  dam^es  to  the  surface  of  the  soil.  We  are  trying  to 
U3ttle  that  class  of  claims  along  those  lines.  The  loss  of  interest  on 
lis  money  can  not  be  allowed  by  the  board  of  appraisers. 

Mr.  LoNOWOHTH.  Can  they  be  allowed  by  anybody  i 

Col.  Valentine.  Nobody  m  the  department. 

Mr.  LoNOwORTH.  What  would  be  the  possible  use  of  bringing  a 
&  claim  in  the  Court  of  Claims  ?  1  see  claims  coming  up  every  day 
3ver  50  years  old.     I  rather  despair  of  these  men  getti^  tneir  money. 

Col.  BuscHEE.  This  is  the  option  taken  on  Naacy  Marriot's  land: 


For  $1  and  other  good  and  valuable  considerationa  to  m  paid  by  the  United  StatM 
Govenmtent,  the  receipt  of  which  ia  hereby  acknowledged,  the  imdendgned  being 
the  ownera  of  real  estate  in  Anderson  Township,  Hamilton  County,  Ohio,  more  par- 
ticularly described  as  follows:  All  our  bottom  land  conajsting  of  three  separate  piecea, 
one  on  Round  Bottom  Road  between  Denneman  and  Turner,  being  about  36(  acrea, 
another  between  the  river  and  N.  dt  W.  R.  R,  on  both  aides  of  Round  Bottom  Bead, 
about  5  acres,  and  a  third  piece  being  the  bottom  land  runniiu  to  the  fence  at  tbe  foot 
of  the  hill  between  Klatte  and  Dom,  actual  acreage  to  be  determined  by  survey — 
no  improvements  included — ^hereby  givee  and  grants  to  the  United  States  Govern* 
ment  or  its  assigns  an  option  to  [purchase  same  for  the  sum  of  $250  per  acre,  this  option 
to  remain  open  for  acceptance,  in  force  and  irrevocable  for  SO  days  from  date. 

If  Uie  Mid  propertv  is  purchased,  we  agree  to  convey  nme  by  geneial  warranty 
deed  with  release  of  aower;  title  at  the  time  of  purchase  to  be  clear,  free,  and  unen- 
cumbered, except  future  taxes. 

John  I.  Hasriot. 
Namct  Uakbiot. 
Witness: 
0.  b.  osobbbbds. 
Waltib  S.  Bchwdt. 


about  26  aciet  in  com,  at  $100  per  acre. 

Kanct  Uarbiot. 
Witness: 
G.  B.  Gboisbice. 
Walter  8.  ScHimrr. 
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Mr.  LoNQWOETH,  Now,  if  three  months  have  passed  and  the  Gor- 
eniment  takes  possession,  where  is  the  title  ? 

Mr.  Campbell.  There  is  an  acceptance  which  he  has  not  read. 

Judge  Jones.  This  is  the  Edwards  option  and  acceptance: 

AuotJOT  14,  1918 

For  |1  and  other  good  and  valuable  consideratioiu  to  tu  paid  by  the  United  Saw 
Government,  the  receipt  of  which  is  herebjr  acknowledged,  the  undersignecl,  bar; 
the  ownetB  of  r«al  estate  in  Anderson  Towoehip,  Hamilton  County,  Ohio,  ai<»e  p«' 
ticularly  described  as  follows:  All  our  land  in  ttiis  locality  coctaining  spprosinuulj 
W5  acres  fronting  on  both  aides  of  Round  Bottom  Rood  and  running  to  the  Lint 
Uiami  River — hereby  give  and  grant  to  the  United  States  Government  or  ita  attpf 
an  o[>tion  to  purchase  nine  with  improvementa  thereon  for  the  «um  of  *73.000. 

This  option  to  remain  open  for  acceptance,  in  force,  and  iirevocable  tor  GO  diri 
from  date. 

If  the  said  property  is  purchased  we  agree  to  convey  same  by  general  wmn»ntv  dtr'i 
withreleaaeoidower,  title  at  the  time  of  purchase  to  be  clear,  free,  and  unencumlien-: 

We  agree  that  if  said  property  is  purchased  and  poeeeesion  required  before  ciopun 
harvested,  and  said  crops  are  destroyed,  that  the  datnj^  to  me  thereby  is  as  folloir- 

Forty-two  acres  in  com,  at  (100  per  aero;  10  acres  in  potatoes,  at  9150  perarre. 
George  S.  Edwjbw 
S.  M.  Edward»i. 

Judge  Jones  (continuing).  This  is  the  acceptance: 

Wae  Depabtmbnt, 
Oppicb  op  thb  Cbikf  op  Staff, 
Purchase,  Storaoe,  and  Tsajtic  DivraiON, 

Wathinglon,  September  30.  I91>^- 
Gboroe  S.  Edwarim  and  S.  M.  Edwards, 

Art^ton  Tovnuhip,  ffamiiton  County.  Ohio. 
Dear  Sir;  Your  option  of  August  14,  1918,  to  the  United  States  Government  ir 
the  purchase  of  all  your  land  in  this  locaUty,  containing  approximately  285  acre 
fronting  on  both  sides  of  Round  Bottom  Road,  and  running  to  the  Little  Miami  Rit  tr 
tor  the  sum  of  873,000  is  hereby  accepted. 

It  IB  requested  that  you  forward  a  complete  abstract  of  title  and  form  of  vamai} 
deed  to  the  Chief  of  the  Real  Estate  Section,  Purchase,  Storage,  and  Traffic  Di^-iaoe. 
Washington,  D.  C,  or  they  m^  be  presented  to  the  Government's  agent  in  the  tran.- 
actioD,  Mr.  Oleudinning  B.  Groesbeck,  136  East  Fourth  Street,  Cincinnati,  Ohh 
who  will  in  turn  forward  them.  The  blank  deed  submitted  should  name  the  Uniwii 
States  of  America  as  grantee  and  should  be  in  the  form  customarily  used  in  ys^ 
community. 

This  acceptance  applies  only  to  land.    Payment  for  any  crops  which  may  be  c 
may  have  been  destroyed  will  be  made  after  ttie  Government's  agent  or  repreecntaan 
has  certified  as  to  their  destruction. 
Very  respectfully, 

Jahbb  S.  HoLnsN, 
Major,  UniUd  Sbttet  Army,  S.  H.  B. 
Receipt  of  the  above  acceptance  is  hereby  acknowledged. 

GxoRaa  S.  EnwARse. 
Sajhtkl  M.  Edwabds. 

Mr.  LoNowoRTH.  At  the  end  of  60  days  that  option  turns  into  i 
direct  agreement  ? 

Judge  Jones.  Surely;  no  question  about  that. 

Mr.  LoNQWoRTH.  And  none  of  these  people  on  this  place  hare  been 
paid  a  cent  t 

Judge  Jones.  They  have  not. 

Mr.  liONGWORTH.  It  does  seem  pecuhar  that  the  total  amount  of 
the  real  estate  in  this  transaction  amounted  to  $150,000,  the  amount 
paid  for  the  total  plant,  which  ia  IS  per  cent  complete,  being  the  sum 
over  $5,000,000  tnat  the  big  contractors  have  gotten  their  money 
right  off  the  bat  and  these  people  did  not. 
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Col.  Bdschee.  The  passage  by  Congress  of  the  hill  stopped  all 
pay-ments, 

Mx.  LoNOWORTH.  The  thing  you  are  referring  to  is  only  two  or 
three  months  i^o. 

Col.  Bdschee.  I  know  I  figured  when  I  got  to  Washington  in 
June — I  had  the  Ancor  situation  all  prepared.  Abstracts  hm  come 
in  and  had  been  examined.  That,  of  course,  took  a  good  deal  of 
time.  The  Attorney  General  has  to  pass  on  all  the  abstracts.  When 
I  got  back  to  Washington  the  latter  part  of  June  we  were  informed 
over  the  telephone  that  all  real  estate  purchases  were  stopped,  an'd 
then  the  act  was  passed  on  the  11th  day  of  July,  and  that  is  the 
reason  for  the  delay  since  then. 

The  CoHMiTTEE.  These  options  were  made  in  September  before 
the  armistice  1 

Col.  BtrscHEE.  Yes,  sir. 

Mr.  LoNOWOHTH.  And  neoriy  d  or  10  months  before  we  passed 
that  act. 

Mr.  Kearns.  Even  that  act  didn't  prevent  the  setUement  of 
damage  claims. 

Mr.  LoNOWoBTH.  Were  the  titles  examined  and  passed  in  all  of 
these  cases  f 

Col.  BuscHBE.  Along  in  June. 
Mr,  LoNOWoBTH,  Within  60  days  after  the  option  ? 
Col.  BuscHEB.  No,  Mr.  Loogworth;  the  options  were  accepted. 
Mr.  LoNQwoRTH.  Title  has  not  passed,  but  the  contract  passed  f 
Col.  BuscHEB.  I  think  the  Guarantee  &  Title  Co.  made  the 
abstracts. 

Judge  Jones.  The  Government  has  a  crop  on  it  now. 
Col.  BcscHEE.  That  is  absolutely  without  any  sanction  of  the 
OoTenunent. 

Judge  Jones.  Without  our  power  to  interfere. 
Col.  BuscHEB.  You  have  a  right. 

Mr.  Campbell.  I  would  like  to  say  something  here.  When  these 
options  were  taken,  there  were  two  pieces  of  property  which  were 
seized  without  any  authority,  and  witboui  following  the  provisions 
of  the  law.  The  act  under  which  the  Government  was  proceeding 
was  section  6911a,  passed  April  11,  1918,  which  can  be  found  in 
United  States  Compiled  Statutes,  1918,  Compact  Edition.  It  pro- 
vides that  hereafter  the  Secretary  of  War  may  cause  proceeding  to 
be  instituted  in  the  way  of  the  United  States  in  any  court  having 
jurisdiction  of  such  proceedings.    I  will  read  the  section: 

Hereafter  the  Secretary  of  War  mav  cause  proceedings  to  be  inRtituted  in  the  name 
of  the  United  States  in  any  court  naving  junBdiction  of  Buch  proceedings  for  the 
actiuirement  bv  condemnation  of  any  land,  temporary  use  thereof,  or  other  intfirest 
therein,  or  rigiit  pertaining  thereto,  needed  for  the  edte,  location^  construction,  or 
prosecution  ol  works  for  fortifications,  coast  defensee,  military  training  campe,  and 
W  the  construction  and  operation  of  plants  for  the  production  of  nitrate  and  other 
compounds  and  the  manufacture  oI  explosives  and  other  munitions  of  war  and  for 
the  development  and  tranamiasion  of  power  for  the  operations  of  such  plants;  such 
proceedings  to  be  prosecuted  in  accordance  with  the  laws  relating  to  suits  for  the 
condemnation  of  property  of  the  States  wherein  the  proceedings  may  be  instituted; 
Providtd,  That  when  the  owner  of  such  land,  interest,  or  rights  pertaining  thereto 
shall  fix  a  price  for  the  some,  which  in  the  opinion  of  the  Secretary  of  War  shall  be 
reasonable,  he  may  purchase  or  ent«r  into  a  contract  for  the  use  of  the  saine  at  such 
price  without  further  delay:  Providtd Jurtha-,  That  the  Secretary  of  War  is  hereby 
authorized  to  accept  on  behalf  of  the  United  States  donations  of  land  and  the  interest 
141211— 20— VOL  2 76      . 
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And  righta  perUininff  thereto  required  for  the  above-mentioned  purposea:  Aud  jrt 

vided fvTlhtr,  That  when  such  proi>erty  is  acquired  in  time  of  war,  or  tlie  imminoMy 
thereof,  upon  the  filing  of  the  petition  (or  the  condemnation  of  any  land,  tempann 
use  thereof,  or  other  interest  therein  or  right  pertaining  thereto  to  be  acquired  ii 
any  of  the  purpoeee  aforeaaid,  immediate  poeeeaRion  thereof  may  be  taken  to  tk* 
extent  of  the  intercet  to  be  acquired  and  the  landfl  may  be  occupied  and  uaed  tr 
military  purposee,  and  the  proviaion  of  section  355  of  the  Revised  Statut€«,  {Mtn-idiiif 
that  no  public  money  flhall  be  expended  upon  euch  land  until  the  wTLtten  oiHiii(£ 
of  the  Attorney  Genera]  shall  be  had  in  favor  of  the  validity  of  the  title,  noc  mral 
the  consent  of  the  legislature  of  the  State  in  which  the  land  is  located  h»a  b«ea  ^irm 
ahall  be,  and  the  same  are  hereby,  suspended  during  the  period  of  the  exatast 


No  coodenmation  suit  was  inatituted  here.  You  will  see  th&i 
UDder  the  law,  the  secretary  had  authority  to  enter  upon  this  Uod 
immediately  after  the  suit  of  coDdenmation.  He  did  not  have  t« 
wait  for  the  assessment  of  division  or  compensation  awarded  by  i 
jurr  in  the  usual  form.  He  could  have  filed  a  condemnation  sui: 
ana  moved  right  in.  No  condemnaUon  suit  was  filed  in  this  case, 
and  I  want  to  say  that  if  Capt.  Mitchell  can  find  any  act  that  in  aoT 
way  modifira  or  amends  or  repeals  that  provision,  I  would  like  to 
have  him  show  it  to  me. 

Mr.  LoNOwORTH.  Does  the  word  "mtrat«  plant"  occur  there! 

Mr.  Campbell.  Yes,  air.  That  was  passed  as  an  amendment  to  i 
preceding  statute,  just  to  cover  this  situation.  They  are  both  is 
this  volume  (United  States  Compiled  Statutes,  1918,  Compact 
Edition). 

Mr.  LoNGWORTH,  Yea,  we  amended  it. 

Mr.  Campbell.  Now,  on  August  20 — I  think  it  developed  here  at 
the  hearing  day  before  yesterday — to  give  you  an  example  of  what 
happened  to  a  youne  tenant  farmer.  Mr.  Eugene  Fhilhauer,  who 
farmed  the  Broad welf  farm,  was  notified  by  Col.  Sawyer,  the  officer 
in  charge  of  the  nitrate  plant,  that  he  must  move.  I  think  he  cidh 
on  Friday  night,  and  said  that  he  must  be  out  of  his  home  by  Mon- 
day, the  following  Monday.  Three  scimpy  days  in  ii4iich  to  move; 
one  of  them  Sunday.  Mr.  Broadwell,  the  owner  of  the  land,  came 
to  me  that  Fhday  night  and  told  me  of  this.  Mind  you,  <d  this 
case,  there  had  been  no  agreement  reached  with  the  United  Stat«fl 
Government,  and  no  option  was  given,  much  less  acc^ted.  No 
condemnation  suit  was  filed.  Mr.  Broadwell  came  to  me,  and  I 
came  down  town  the  next  morning,  and  called  up  Mr.  Albert  MonilL 
counsel  for  the  air  nitrate  plant  in  Cincinnati,  and  explained  the 
situation  to  him.  He  immediately  said  that  they  had  no  authority 
and  that  he  would  call  up  Mr.  Sayer,  tiie  local  representative  of  t^ 
nitrate  plant.  Mr.  Sayer  told  Mr.  Morrill  he  did  not  know  anythisE 
about  it,  but  that  he  would  write  a  letter  to  Mr.  Fhilhauer.  I  had 
arranged  this  with  Mr.  Morrill,  telling  that  that  entrance  was  with- 
out notice,  and  that  he  might  stav  there  mitil  such  time  as  the  Gov- 
emment  might  legally  demand  tne  possession  of  the  premises. 

Mr.  Morrill  had  me  dictate  over  the  telephone  to  his  steuographpr. 
a  letter  that  wotUd  be  satisfactory  for  me  to  take  back  with  me,  and 
promised  to  have  Mr.  Saver  sign  and  send  it  to  my  office,  and  an 
noux  or  an  hour  and  a  half  passed.  Mr.  Broadwell  and  I  wanted  to 
go  back  to  our  homes,  and  Mr.  Morrill  called  me  up  and  told  me  be 
would  like  to  have  me  come  to  his  office;  that  Col.  Sawyer  was 
there,  and  that  there  was  some  hitch  about  it.  We  went  to  Mr. 
Morrill's  office,  where  we  met  Col.  Sawyer  and  Mr.  Sayer,  and  we 
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argued  this  out.  Former  United  States  Attorney  Sherman  T.  Mc- 
Pherson  was  with  us,  and  presented  the  legal  end  of  the  thing  on  Mr. 
Broadwell's  behalf,  as  well  as  mine.  He  thought  they  hso  no  au- 
thority to  do  this,  but  that  we  did  not  want  to  hinder  or  obstruct 
the  Govemment  in  any  way,  but  that  our  legal  rights  could  not  be 
established  if  we  didn't  insist  on  these  condemnation  proceeding, 
and  we  threatened  an  inixmction  agMnst  them  moving  Mr.  Phil- 
hauer  trom  this  land.  Col.  Sawyer  said:  "I  don't  care  a  damn  for 
any  injunction.  I  am  going  on  tnere  Monday  whether  Mr.  Phithauer 
is  there  or  not.    If  he  is,  I  will  put  him  out." 

That  is  the  kind  of  treatment  these  people  were  subjected  to  when 
the  OoTemment  took  over  this  land.  Why,  here  was  a  young  t^'uant 
farmer — it  is  shown  in  the  record  here— who  had  four  norscs,  three 
milk  cows,  and  machines  of  every  kind,  which  he  owned  himself  for 
the  farming  of  his  land.  He  had  an  agreement  with  the  owner  of 
the  land  by  which  he  was  to  receive  one-half  of  the  crops,  where  the 
ordinary  agreement  is  the  tenant  receives  only  one-third  of  the  crop. 
He  was  moved  out  bodily.  He  moved  out  oecaiise  we  decided  we 
would  not  bring  an  injimction  suit ;  it  was  not  going  to  do  any  good — 
Col.  Sawyer  would  go  ahead  anyway.  I  am  not  criticizing  Col. 
Sawyer;  1  just  want  you  gentlemen  to  xmderstand  the  way  these 
people   were    treated. 

Mr.  Philhauer  went  over  to  Newtown,  "the  City  of  Opportunity" 
that  Mr.  Longworth  has  spoken  about  tJiis  morning,  and  he  couldn't 
6nd  a  place  to  live.  Prices  were  booming;  options  were  taken  on 
property — 30  cents  one  day;  $30,000  the  next  day. 

Mr.  Philhauer  couldn't  find  a  place  to  get  in.  He  finally  located 
two  rooms  where  he  could  take  his  family— he  sent  his  cattle  to  an 
tmcle  of  his  wife  in  New  Kichmond,  and  put  the  remainder  in  a 
stable  where  he  had  to  pay  rent,  feed  bill,  and  board  of  these  horses. 
He  tried  to  get  another  farm  and  couldn't,  but  finally  bought  a  Uttle 
grocery  in  Newtown  on  credit,  and  he  is  there  in  Newtown  today, 
running  this  little  grocery — absout^ly  no  chance  for  that  yotmg 
man.  I  don't  believe  he  mows  how  to  run  a  grocery.  Hie  father  be- 
fore him  was  a  tenant.  He  grew  up.  Mr.  Philhauer  hasn't  done 
anythin|^  but  farming  imtil  he  bought  this  grocery.  That  man  is 
rumed,  in  my  judgment,  and  he  never  has  received  a  nickel  from  the 
United  States  Govemment  for  compensation,  and  Lord  knows  when 
he  ever  will  receive  compensation  if  some  congressional  action  isn't 
taken. 

Talk  about  us  trying  to  agree  with  these  people.  I  will  give  you 
an  example  of  one  owner,  an  old  ladv,  whose  mind  has  been  practic- 
ally destroyed  by  her  worry  by  the  location  of  this  plant  there,  and 
by  the  Govemment  taking  part  of  this  property  of  Sarah  Brown. 
TTie  Govemment  took  23  acres  at  $250  an  acre.  She  didn't  want  to 
give  it  up,  but  it  was  on  my  advice  that  this  was  done.  She  thought 
J250  was  fair.  The  best  thing  for  her  to  do.  Now,  after  the  armis- 
tice was  signed,  Mr.  Groesbeck,  the  Government's  agent,  went  to 
Mrs.  Brown — sent  a  letter  to  her — asking  her  if  she  would  release 
the  Govemment  and  take  a  part  of  this  property  back.  The  plant 
included  about  8  acres,  and  there  were  15  acres  outside  the  fence. 
Mrs.  Brown  turned  this  letter  over  to  me.  She  says:  "Yes,  I  will 
take  that  land  back  if  they  pay  the  damage  for  the'  occupation  and 
use  of  it."    Part  of  her  land  was  used  for  a  ditch  and  another  part 


2476  WAB  BXFBNSITURBS. 

of  it  for  a  road.  A  great  big  stack  of  scrap  Iiimber  was  piled  in  the 
middle  of  this  15  acre  field. 

I  went  to  Mr.  Groesbeck,  the  GoTemment's  agent,  ajid  told  Mr. 
Groesbeck  what  we  wanted — what  we  were  willing  to  do.  He  said: 
"That  is  perfectly  fair.  We  will  enter  into  that  ^reement.  I  will 
recommend  it. "  Some  time  later  I  was  told  that  Lieut,  A,  A.  Robog 
had  been  given  authority  in  this  matter,  and  that  he,  Mr.  Groesbect. 
no  longer  nad  the  authority.  I  went  to  Lieut.  Koberg — saw  lum  in 
his  office  in  the  Ancor  plant,  and  went  over  the  matter  with  him- 
He  said:  "That  is  perfectly  fair;  I  will  recommend  that  to  tiv 
Government." 

Weeks  after  that  Lieut.  Koberg  told  me  that  authority  bad  been 
taken  away  from  him  to  make  settlement  on  that  basis,  and  has  now 
been  placed  in  the  handa  of  a  board,  which  consisted  of  Mr.  Groesbeck. 
Mr.  Hoberg,  and  one  other  man.  But  he  said,  "Mr.  Robei^  and  I 
understand  the  situation  and  wo  are  a  majority,  and  that  agreement 
will  undoubtedly  go  through,"  and  he  said,  "You  needn't  appesr 
before  the  board." 

Lieut.  Koberg  reported  to  me  in  two  or  three  weeks  that  the  bowd 
had  met  and  passed  on  my  claim,  and  it  was  all  right.  I  never  heu^ 
anything  more  about  that  until  June  9,  I  think  it  was,  when  Mr. 
Groesbeck  called  me  over  the  telephone  and  said  that  authority  bwi 
been  taken  awa-)'  from  the  board,  and  that  its  recommendatiMi 
amounted  to  notning,  and  that  I  was  to  appear  before  Col.  BuschK 
and  I  went  to  see  Col.  Buschee,  and  in  five  minutes  we  agreed.  I&d  t 
that  so,  Col.  Buschee  ? 

Col.  Buschee.  We  surely  did. 

Mr.  Campbell.  And  now  I  am  before  Col.  Valentine  here — I  tm 
before  the  fifth  authority  to  determine  upon  the  claim  that  has  be« 
adjusted  satisfactorily  to  the  Government,  and  I  can't  get  any  artioc. 

Now,  that  is  the  kind  of  business  we  have  been  doing.  Is  that  m'l 
right,  Lieutenant! 

Lieut.  RoBERG.  Yes,  sir;  that  is  right. 

Mr.  Campbell.  How  long  are  we  going  to  be  subjected  to  this 
method  ?  I  say  to  vou  that  the  Huns  m  Belgiiun  were  no  more  ruth- 
less than  the  United  States  authorities  have  been  in  the  activity  hei*- 
We  still  are  just  as  far  to-day  from  any  settlement  of  this  business  u 
we  were  in  the  beginning.  You  take  my  own  case.  When  Mr. 
Groesbeck  c  ame  to  me,  he  asked  me  what  I  wanted  for  my  2  acres  ci 
ground.  I  explained  to  Mr.  Groesbeck  that  those  2  acres  were  thr 
only  land  I  wanted  reserved  for  myself;  but  when  I  had  an  optico 
on  the  whole  farm,  I  would  want  to  reserve  these  2  acres  for  m^'sell 
I  have  reserved  those  2  a^res  for  two  purposes:  For  a  garden  near  my 
house— all  the  rest  is  hill  land  undesirable  for  garden  purposes:  aai 
next,  to  keep  any  undesirable  building  to  be  put  up  in  front  of  m? 
house. 

Mr.  Sayer,  the  agent  of  the  Air  Nitrates  Corporation,  had  told  us— 
when  I  say  "us"  Imean  a  conunittee  of  citizens — that  this  would  be 
a  temporary  air  nitrate  plant,  and  couldn't  be  maintained  after  lh« 
period  of  the  war,  as  the  cost  of  production  was  prohibitive. 

Mr.  LoNowoRTii.  That  isn't  what  he  said. 

Mr.  Campbell.  Oh,  that  is  what  he  told  the  president  of  our  park 
board  and  the  president  of  the  Cincinnati  Gas  &  Electric  Co..  and 
some  other  gentlemen.     We  were  all  together. 
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VIr,  LoNGWOETH.  They  were  looking  for  that  $500,000. 
Vlr.  Campbell.  They  wanted  this  land  and  they  were  telling  people 
y  th.ing.  Col.  Joyce  went  before  the  dinner  given  by  Mr.  Freeman, 
E>aident  of  the  Union  Gas  &  Electric  Co.,  at  the  Queen  City  Club, 
.<i  he  told  these  people  there  was  no  gas,  no  fumes,  no  smoke,  no 
1st  except  a  little  dust  that  thev  expected  to  drop  down  themselves. 
13  speeon  was  taken  down  in  snorthand  and  published.  Mr.  Sayer 
-ggested  to  Mr.  Ault  to  start  right  now  to  make  arrangements  to  have 
turned  over  to  the  city  of  Cincinnati  at  the  end  of  the  war  to  make 
park  out  of  this.  They  were  telling  people  anything.  You  will  see 
hat  kind  of  a  park  that  would  make  when  you  get  out  there. 

Now,  explainmg  this  to  Mr.  Groesbeck  that  I  needed  these  2  acres 
nd  that  I  would  be  glad  to  give  them  to  the  Government  for  the 
©riod  of  the  war,  if  thev  could  be  turned  back  to  me  for  my  garden 
fter  the  war  was  over,  Mr.  Groesbeck  went  there  and  commmucated 
hat  fact  to  Washington.  He  got  no  answer  for  six  or  seven  weeks. 
n  those  six  or  seven  weeks  I  was  ordered,  on  two  days'  notice,  to  get 
ny  potatoes,  the  only  crop  I  had,  to  get  them  out.  Col.  Sawyer  sent 
nen  there.  I  was  notified  at  U  o  clock  on  Saturday.  They  fol- 
.owed  on  Monday.  They  sent  men  to  dig  up  the  potatoes  while  my 
men  plowed  them  out.  Mind  you,  there  was  no  arrangement  at  ail 
with  me.  They  went  through  that  land  with  plows.  They  used 
shovels.  My  land  was  higher  than  that  of  my  ceighhor,  Mr.  John 
Aichholtz.  They  scooped  it  off  and  shoveled  tne  dirt  on  Aichholtz's 
land.  They  cut  trenches  on  the  land.  One  of  them  is  a  trench  that 
deep  [indicating].  They  filled  that  with  cinders  and  gravel.  They 
put  great  concrete  blocks  away  down  deep.  Talk  about  restoring 
that  land.  They  have  figures  here  of  their  own,  showing  it  would  cost 
81,500  an  acre  to  restore  that,  and  I  say  that  they  can't  do  it  for 
$15,000.     They  put  these  concrete  blocks  in  to  support  the  coal  piles 


there.  They  put  a  big  platform  in  there  and  piled  thousands  of  tons 
of  coal.  They  put  up  four  or  five  temporary  buildings — have  all 
been  removed,  although  I'm  not  certain.    At  any  rate,  four  railroad 


tracks  are  still  there;  part  of  this  coal  pile  is  still  on  my  laud,  and 
parts  of  the  concrete  are  still  in  there  where  you  can  see  them. 

Yes;  I  say  that  was  all  done  before  Mr,  Groesbeck  came  back,  and 
when  he  did,  he  sud:  "The  Government  will  not  acc«ptyour  offer." 
We  got  it  in  the  record  right  here.  There  is  no  dispute  between  me 
and  anybody.  We  are  agreed  on  every  statement  of  fact  I  make 
here  that  the  Government  rejected  my  offer.  If  they  wanted  the 
fee  to  the  land  and  that  by  the  time  he  came  to  me  again  with  this 
story  of  rejection,  he  said  he  had  been  instructed  by  the  War  Depart- 
ment to  see  if  he  could  agree  with  me  as  to  the  value  of  my  whole 
tract — they  wanted  the  whole  thing.  What  they  wanted  my  house 
for,  I  learned  from  one  of  the  officers  here,  that  they  wanted  to  make 
a  quarter  for  oflioera.  This  was  in  October  or  early  in  November. 
The  Committee.  1917? 

Mr.  Campbell.  1918.  Mr.  Groesbeck  asked  me  what  I  thoughtmy 
place  was  worth.  I  told  him  I  had  no  notion.  He  su^ested  that  my 
place  was  such  a  place  that  replacement  value  was  the  only  fair 
value,  and  I  will  say  as  a  lawyer  that  this  is  the  only  legal  way, 
because  there  is  no  market  value  for  such  property.  It  is  unique. 
There  ia  nothing  like  it. 
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I  told  Mr.  Groesbeck  if  he  would  appoint  some  hi^h-class  buildrr 
in  Cincinnati  and  let  him  measure  that  up,  telling  him  he  wanted  t 
fair  valuation  of  that  property,  that  I  would  take  the  figures  of  any 
such  man  he  would  appoint.  Mr.  Groesbeck  said  that  is  fair,  and  ht 
wont  away,  and  in  a  week  or  so  he  told  me  that  ho  had  appoinb><i 
Mr.  William  Griffith,  of  James  Griffith  &  Sons,  of  Cincinnati.  I  sud 
that  was  entirely  satisfactory.  I  didn't  know  Mr.  Wiltiam  Griffith, 
but  the  firm  with  wliich  he  is  connected  is  a  very  high-class  &ni. 
Mr.  Griffith  went  out  there  and  took  an  estimator  with  him,  and  he 
made  a  valuation  of  my  property.  He  reported  to  Mr.  Groesbef'* 
tbat  the  value  of  my  improvements  was  $38,300.  Mr.  Groesbeck 
said:  "Well,  that  isn  t  what  it  would  cost  to  replace  it,  is  it?"  Mr. 
Griffith  said:  "No,  sir;  it  is  what  I  would  put  up  for  Mr.  Campbell 
noWj  but  what  I  woidd  put  up  for  him  now  would  be  nowheres  near 
the  improvements  that  he  has  there  now.  You  can't  get  the  labor, 
and  you  can't  get  the  material.  It  is  gone;  it  is  extinct;  there  is  no 
such  stuff."  This  house  is  between  80  and  90  vearB  old.  The  work- 
manship of  the  interior  is  superior  to  that  whicn  is  usually  done  now. 

Tbey  had  men  in  the  Griffith  plant  who  had  been  there  for  45  years, 
and  Mr.  Laksmp  told  me  that  the  art  of  doing  that  kind  of  woodwoti 
was  lost  when  those  who  had  been  with  them  were  first  employed  br 
them.  No  carpenter  now  in  the  trade  can  do  the  work  the  way  tiiat 
was  put  up,  and  could  not  put  up  the  millwork  as  it  is  done  now. 
Mr.  Groesbeok  asked  him  if  there  wasn't  something  to  be  taken  aS 
for  depreciation,  and  Mr.  Griffith  answered  there  was  nothing  to  be 
taken  off  for  depreciation.  Those  are  the  Government  agents  who 
reported.  That  didn't  include  my  walks,  drives,  or  my  present 
ganlons,  or  the  masonry,  retaining  walls,  and  things  of  that  sort  1 
had  put  in,  or  any  of  the  siirubberies,  I  have  between  2,500  and  3,50t) 
shruDs  and  flower  plants.     That  figure  did  not  include  any  of  that 

Mr.  Groesbeck,  nowever,  said  that  Mr.  Griffith  had  misunderstood 
liim.  NIr.  Griffith  went  to  the  house  and  estimated  the  value  of  mr 
barn,  the  caretaker's  cottage,  and  com  crops,  and  evervthing  in  the 
way  of  buildings,  smokehouses,  and  everything,  and  Mr.  Groesbeek 
said  he  wouldn't  allow  for  these  things.  All  that  he  would  allov 
would  be  528,000,  which  was  the  value  of  my  house,  plus  $100  an 
acre  for  mr  land,  and  some  few  shrubs,  and  together  he  recommended 
$37,500,  wliich  was  S800  less  than  his  own  estimator.  I  said  I  couldn't 
take  such  a  thing  as  that. 

Now,  he  had  been  told  to  ask  for  an  option.  All  they  wanted  u> 
know  was  whether  the  Government  could  acquire  the  property  at  t 

Srice  that  they  felt  would  justify  themselves  in  purchasing.  Mr. 
rocsbeck  never  asked  me  and  never  sumested  to  me  at  any  time 
that  I  had  a  olwm  for  damages  and  that  he  was  authorized  to  adjust 
with  me.  On  the  contrair,  he  said  to  me  at  the  time  I  went  to  him. 
and  he  said  in  the  record  day  before  yesterday,  that  he  never  had 
any  authority  to  discuss  tbat  with  me,  and  that  he  wouldn't  discusd 
it  with  mo. 

Col.  Buscheo  oallod  me  before  him  in  June,  after  I  got  through 
fixing  up  this  Sarah  Brown  matter  with  him.  I  said  I  had  a  olaim. 
'Well,  he  said,  "Mr.  CampbeU,  the  only  thing  I  am  authorized  lo 
do  is  to  agree  to  let  you  take  your  land  back."  I  told  him:  "I  can't 
take  thatland  back,  because  if  I  do,  I  am  going  to  destroy  my  right 
to  compensation  for  the  damages  to  the  residue" — and  you  will 
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remember  that  Capt.  Mitchell,  of  the  Law  Department  of  the  Gov- 
ernment, agrees  with  rae  on  that  legal  proposition.  Col.  Buschee 
th«n  asked  me  what  I  thought  my  2  acres  were  worth.  I  answered 
between  MOO  and  $500  an  acre,  but  tiiat  the  value  of  those  acres 
was  negligible  compared  wth  my  clfum  to  the  residue.  "Well,"  he 
said  again,  "I  can't  discuss  the  damage  to  the  residue,"  and  the 
conversation  ended  right  there.  That  is  in  the  record,  and  Col. 
Busohee  agrees  with  that. 

Now,  the  Secretary  of  War  and  Col.  Joyce,  of  the  Ordnance  De- 
partment, have  repeatedly  said  and  have  written  to  Mr,  Longworth 
in  answer  to  Mr.  Longworth's  inquiry  about  this,  that  repeated 
efforts,  sincere  and  earnest  efforts,  had  been  made  to  adjust  my 


claim  for  damages,  and  I  say  to  you  that  the  only  two  men  on  eartn 
with  whom  I  have  taken  this  matter  up  or  who  Bpoke  to  rae  were 
Col.  Buschee  and  Mr.  Groesbeck,  the  Government's  land  agent,  and 
both  in  this  regard  say  they  never  had  any  conversation  with  me  on 
the  subiect.  I  don't  know  why  these  lies  are  being  told.  I  don't 
know  wny  the  Secretary  of  War,  over  his  signature,  should  write  to 
friends  of  his  in  Cincinnati  and  say  these  tnings  which  have  abso- 
lutely no  foundation.  You  can't  get  anybody  on  earth  to  give  a 
word  of  corroboration. 

To  show  the  contemptible  and  disreputable  methods  that  are  being 
persisted  in,  or  made  lor  the  purpose  of  annoying  the  department  at 
Washington,  the  claim  that  part  of  my  garden  had  been  returned  to 
me  at  my  request  is  the  worst  lie  of  any  that  had  been  told.  What 
happened  about  that  is  this:  The  Government  took  part  of  my  land 
and  built  a  fence.  Never  any  agreement;  never  any  authority. 
Thev  had  a  woven-wire  fence  meshed  pretty  close. 

Mr.  Longworth.  That  is  the  land  you  offered  to  give  them  t 

Mr.  Campbell.  Yes;  for  the  period  of  the  war.  I  went  to  Lieut. 
Roberg — this  fence  is  an  ideal  place  to  run  peas  on— I  went  to  Lieut. 
Rohei^  and  asked  him  if  he  would  permit  me  to  plant  some  peas  on' 
my  own  land,  not  the  Government's,  and  let  them  trail  on  this  fence. 
He  said  he  had  no  authority  to  grant  me,  but  was  certain  nobody 
would  object:  and  I  therefore  planted  my  peas  on  my  own  land. 
On  the  outside  of  the  fence  the  peas  grew  up  and,  as  I  said  in  the 
record,  undoubtedly  some  of  those  climbed  inside  of  the  fence,  and 
when  I  came  to  pick  them,  I  reached  through  the  fence.  This  is  the 
only  thing  that  can  justify  this  infamous  statement.  I  never  have 
had  my  foot  on  the  land  that  the  Government  has  taken  from  me. 
You  can  see  how  impossible  it  is  for  me  to  get  through  when  you 
see  it.  And,  then,  it  was  said  that  because  of  these  facts,  and  the 
fact  that  Mr.  Campbell  originally  offered  to  donate  this  land  to  the 
Government  for  the  period  of  the  war,  we  are  going  to  restore  that 
land  as  nearly  as  we  can  and  turn  it  back,  and  he  may  thereafter 
submit  his  claim  for  damages  if  he  so  elects,  and  it  will  receive  due 
consideration.  That  is  the  kind  of  treatment  we  are  getting  from 
your  War  Department. 

Col.  Buschee,  I  have  no  connection  with  them. 

Mr.  Campbell,  I  don't  know  that  you  have  anything  to  do  with 
the  things  1  have  stated  here. 

I  received  a  copy  of  the  letter  the  Secretary  of  War  wrote  to  Mr. 
W.  A.  Julian  on  July  9,  1919,  in  which  he  said  that  you  had  made 
serious  efforts  to  agree  with  me  on  the  claim  for  damages,  and  that  I 
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had  refused  to  discuss  damages,  and  I  wrote  back  that  that  was  a  lie, 
and  I  was  perfectly  certain  that  Co].  Buschee  had  not  said  such  ■ 
thing,  and  I  didn  t  beheve  Col.  Buschee  ever  said  such  a  thw. 
Now,  then,  it  seems  to  me,  gentlemen,  with  all  respect  to  C^ 
Valentine  and  to  Col.  Buschee,  I  have  absolutelv  no  quairel  or 
disagreement  with  these  men  about  anything.  The  only  hope  for 
these  people  is  in  a  conference.  We  can't  get  anywheres  wiUi  tiis 
War  Department. 

The  CouHiTTBE.  Mr.  Campbell,  in  the  lady's  land  that  the  optioa 
was  given  and  accepted,  do  you  know  whether  a  deed  was  prepaid ! 

Mr.  Campbell.  Yes;  I  prepared  a  deed  and  sent  it  to  Col.  Busch<% 
who  wrote  hack  that  it  would  be  necessary  for  me  to  furnish  an 
abstract  of  title;  that  the  abstract  of  title  which  was  furnished  br 
the  Title  Guarantee  &.  Trust  Co.  was  not  acceptable  to  the  Depart- 
ment of  Justice,  and  therefore  I  wrote  to  Col.  Buschee  that  if  we 
gave  a  pohcy  of  insurance,  if  that  would  be  satisfactory,  and  he  said 
it  would.  I  prepared  a  deed  and  sent  it  to  him,  and  he  sent  it  back 
to  me.  When  the  time  came  for  the  carrving  out  of  the  thlnjg.  C<iL 
Buschee  wrote  his  department  had  been  deprived  of  that  autfioritT. 

The  CoMHiTTEB.  When  was  it  that  you  had  the  deed  and  Utk 
ready  for  accept^ce  ? 

Mr.  Campbell.  When  was  that? 

The  Committee.  Yes. 

Mr.  Campbell.  I  have  foi^tten.  I  could  look  that  up  in  my  file, 
in  my  Sarah  Brown  file.  It  seems  I  went  away  on  a  vacation  oc 
July  1  and  didn't  get  back  until  August  12,  but  my  metnoTV  is  that 
it  was  after  that.  At  any  rate,  it  was  after  the  passage  of  the  act  of 
July  10  that  he  refers  to. 

Col.  Buschee.  I  might  say  that  nearly  all  of  the  abstracts  and 
deeds  showed  some  defect.  'They  were  examined  by  the  Judge  Advo- 
cate General,  and  were  sent  back  some  time.  Of  course,  at  the  time 
we  were  estopped  from  purchasing,  everything  stopped  until  such 
time  as  the  thing  could  be  reauthorized.  The  deeds,  titles,  etc.,  sr» 
at  the  present  time  being  examined. 

The  Committee.  It  appears  here  that  most  of  these  options  were 
accepted  as  early  as  September. 

Col.  Buschee.  Withan  the  option  time. 

The  Committee.  September,  1918.  I  have  been  wondering  whi" 
it  was  that  the  vendors  would  not  immediately  proceed  with  tbie 
preparation  of  the  titles  and  the  execution  of  the  deeds. 

Col.  Buschee.  The  Govememnt  was  doing  that  themselves. 

Judge  Jones.  Take  the  Edwards  case  that  I  represent.  On  Octo- 
ber 2d  we  had  been  in  communication  with  Mr.  Groesbeck — he  is 
in  charge  of  these  purchases — and  immediately  upon  the  acceptance 
of  the  option  we  saw  Mr.  Groesbeck — it  was  the  acceptance  of  the 
option  tnat  was  read  into  the  record.  We  called  Mr.  Groeebecks 
attention  to  the  fact  that  in  this  locahty  it  is  the  custom  in  purchasing 
real  estate,  that  the  purchaser  prepares  the  abstract  if  he  Tvants  it: 
that  the  vendor  in  some  locahties  does  not.  Mr.  Groesbeck  agreed 
that  that  was  the  custom  here,  and.he  so  reported  to  his  department, 
and  thereupon  told  us  that  the  Government  had  arranged  to  have  its 
own  abstracts  prepared  by  the  Title  Guarantee  Co.,  and  they  pro- 
ceeded to  prepare  the  abstracts,  and  in  this  particular  case  in  October 
I  prepared  a  form  of  deed  and  subnuttect  it,  at  Mr.  Groesbeck's 
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request,  through  the  Guarantee  Title  Co.  It  was  approved  except 
that  on  account  of  the  metes  and  bounds,  the  abstract  company 
wanted  it  revnitten.  It  was  redrawn,  submitted,  and  approved  by 
the  abstract  company,  and  it  has  been  executedand  will  be  delivered 
whenever  the  department  is  ready  to  buy. 

I  want  to  say  as  to  the  Edwards  claim,  that  the  purchase,  as  you 
have  heard  read,  was  for  the  entire  tract,  a  lump  sum,  at  so  much  per 
acre,  and  Col.  Buschee  came  out  in  June  to  see  if  adjustment  could 
be  made.  He  made  tlie  su^estion  that  they  only  wanted  to  take  a 
triangle  which  cuts  the  Edwards  tract  in  two  parts.  We  didn't 
want  to  do  that  unless  we  were  paid  a  sufficient  amount  to  make 
good  the  loss  we  had  suffered.  Thereupon,  after  considering  and 
thinking  it  over  for  some  time,  he  made  a  proposition  that  they  would 
give  ufl  everything  beyond  the  part  that  they  wanted  up  the  hill, 
and  return  to  us  the  lower  part  of  the  farm,  if  that  would  be  satis- 
factory. Without  consulting  with  my  clients,  we  had  a  telephone 
conversation  in  which  I  told  nim  it  was  accepted.  He  said  he  would 
report  it  to  the  department  and  that  it  would  be  closed  on  that  sort 
of  a  proposition. 

Then  came  this  act,  and,  of  course,  the  rider.  Not  hearing  from 
Col.  Buschee,  we  got  a  letter  from  his  chief,  Mr.  Wood,  stating  that 
their  department's  hands  were  tied  by  that  act,  and,  of  course, 
nothing  has  been  done  in  the  matter  until  this  hearing.  There  is  no 
question  of  having  returned  any  part  of  this  farm  that  they  took 
from  him.  They  took  the  farm  m  this  way  after  the  option  had  been 
signed  and  before  the  acceptance  had  been  made.  Col.  Sawyer 
started  upon  the  Messrs.  Edwards's  tract,  two  brothers,  having 
adjoining  farms,  which  are  treated  as  one,  and  made  their  option 
as  one  parcel,  and  told  them  they  must  have  possession  at  once. 
After  some  httle  conversation  with  them,  he  did  grant  them  a  period 
of  20  days,  or  something  like  that,  to  move,  and  they  had  a  hurried 
sale — ^sofd  their  farm  stock — they  had  quite  a  large  farm,  and  sold 
everything  at  auction  at  a  sacrifice. 

They  moved  awav,  and  at  that  time,  or  very  shortly  after,  their 
interest  was  enlisted  in  the  Liberty  bond  drive,  and  they  themselves 
were  large  subscribers  of  bonds — subscribed  for  on  the  basis  of  this 
sale,  which  are  being  carried  hy  the  bank,  they  paying  6  per  cent 
interest  on  these  bonds. 

Mr.  Campbell.  On  the  direct  assurance  by  the  Liberty  bond  com- 
mittee that  this  money  would  be  paid. 

Judge  Jones.  Mr.  Davis,  in  order  that  they  might  get  subscrip- 
tioDS  to  the  Liberty  boncfo,  telegraphed  Washington  with  reference 
to  these  claimants,  and  the  answer  came  back  that  the  monev  was 
to  be  paid  in  not  leas  than  six  weeks — to  be  sure  to  be  paid  oefore 
the  money  necessary  on  the  subscriptions  was  to  be  paid.  There- 
upon not  only  the  Edwards  but  others  were  induced  to  subscribe — 
there  were  targe  subscriptions  from  all  of  these  farmers  who  had 
sold  land. 

Mr.  Campbell.  Some  of  them  as  large  as  $10,000,  and  one  as 
much  as  S30,000. 

Judge  Jones.  Dr.  Jones  took  $30,000. 

Mr.  Campbell.  And  paying  6  per  cent  interest  and  getting  41  per 
cent  on  them. 

Judge  Jones.  The  Turners  very  much  the  same.  Since  they 
moved  out  the  Government  took  possession  of  the  building.    They 
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had  a  tenant.  Those  things  were  taken  possessioD  of.  Th^  took 
tiie  lai^  house  in  the  farm  for  a  club;  chai^;ed  it  all  around;  used 
the  stables  for  their  teams.  The^  have  rented  the  farm,  pluitiiif 
crops  this  year.  Somebody  in  the  interest  of  the  Government  didn'i 
want  the  farm  to  lie  idle.  They  have  never  received  a  cent  of  rev- 
enue from  the  Government,  lliey  are  living  in  Milford  now,  in  i 
house  not  suitable  to  them. 

Mi.  Turner  is  somewhat  in  the  same  position.  He  has  some  14 
acree  within  the  blue  line.  This  farm  is  105  acres.  I  don't  knov 
whether  it  is  necessary  to  read  his  option  and  acceptance  in  ttc 
record;  it  is  the  same  as  the  others.  His  option  reads  for  a  Imn? 
sum.  They  come  now  and  want  to  buy  from  him,  at  the  aven^ 
price  per  acre,  14  acres.  It  contains  a  house  which  is  occupied  no* 
Dy  tenants  of  the  Government. 

We  have  been  asked  if  we  would  make  deeds  for  the  parte  inchukd 
in  the  blue  line.  We  said  we  couldn't  do  that  on  the  average  pnct. 
unless  we  knew  what  the  Government  was  going  to  do. 

The  CouHriTEE.  If  vou  do  make  deeds  Tike  that,  would  that  bt 
the  end  of  your  claim  mr  consequential  damages  t 

Judge  Jones.  Not  at  all. 

The  CouurrTBB.  I  do  not  think  it  will  be.  As  a  matter  of  fut. 
will  the  Government  put  you  in  position  so  that  you  will  be  held,  in 
law,  to  waive  any  rights  * 

Judge  Jones.  They  might.  We  do  not  want  to  put  ourselves  is 
that  positioa. 

The  CoMHrrTEE.  That  is  what  I  am  inquiring  about.  Iliis 
colonel  says : 


Col.  BcscHEE.  That  is  correct. 

The  Committee.  He  says:  "I  want  to  buy  that."  Of  course,  if 
you  make  a  final  settlement — "take  your  money" — you  are  done. 

Judge  Jones.  That  is  our  position. 

The  Committee.  What  are  you  doing  about  that?  Are  voa 
willing  to  make  a  final  settlement? 

Col.  BuscHEE.  Not  at  all.  My  position  is  this:  I  think  these 
people  have  just  claims. 

Judge  Jones.  I  am  not  prepared  to  aa^  liow  much. 

Col.  BuacHEE.  I  have  nothmg  to  do  with  that.  The  Real  Estate 
Service  have  no  voice  in  the  matter  of  what  shall  be  taken  or  what 
shall  not  be  taken.  We  simply  act  as  agents.  You  say:  "I  want 
to  buy  so  much  property  within  those  lines.    Buy  it." 

The  Committee.  Suppose  you  owned  the  Aichholtz  land  and  rep- 
resented to  the  Government:  "I  want  to  buy  half  of  that  land;  ho» 
much  is  it  worth !"  How  could  you  estimate  the  value  of  that  land 
if  that  was  all  there  was  to  the  property?     How  could  you  tell  ? 

Col.  BusCHEB.  Do  it  by  appraisal — compare  it  with  land  values 
in  the  vicinity;  find  out  from  the  local  real  estate  people  what  the 
land  valuations  are. 

The  CoMMiTTBE.  You  would  want  to  know  how  much  of  the  nsi 
of  the  land  was  going  to  be  damaged. 

Col.  BuacuEE.  Surely. 

The  Committee.  Wouldn't  it  be  advisable  if  the  Ordnance  Depart- 
ment would  reestablish  its  plan  and  send  you  down  with  full  author- 
ity to  acquire  a  title  and  settle  dantagest 
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whole.  Thej  destroyed  thli^  that  could  not  possibly  be  put  in  t5 
damages. 

Mr.  LoNQWORTH,  In  this  whole  transaction  nobody  has  been  ma* 
whole  hut  the  contractors,  and  they  have  made  a  great  deal  of  monrr, 
none  of  whom  live  in  this  city. 

Mr.  Clippinger.  Take  the  condition  of  these  men  who  have  farns 
lying  outside  of  the  blue  line.  I  represented  one  of  them.  Suppov 
that  his  farm  was  to  be  taken.  He  disposes  of  all  his  stock  &i» 
enters  into  another  line  of  business,  and  he  is  no  longer  a  fanner. 
He  has  made  different  plans  for  the  rest  of  his  life.  Now^,  they  tfl 
us  he  must  take  this  farm  back,  although  he  has  a  written  accept- 
ance— a  fixed  value  on  his  farm — and  yet  the  Govemment  sst?: 
"We  will  not  keep  it:  you  have  got  to  take  it  back,  regardless  of  votr 
present  position.  It  seems  to  me  the  only  fair  way  would  be  to  sf^- 
ahead  and  complete  all  of  these  purchases  and  let  the  GtovemmeDt 
sell  this  land.  Crops  have  been  destroyed,  pipe  Hnes  and  sewer; 
constructed,  all  of  which  affect  the  value  of  the  land.  You  c«D't 
get  a  man  to  buy  that  farm,  and  as  citizens  of  this  country.  I  say  it 
isn't  fair  to  the  citizens  in  this  community. 

Col,  Valentine,  If  they  would  put  their  value  to  it  they  wouldn't 
be  made  whole. 

The  CouMn-TEE.  How  do  you  figure  this  conuuittee  can  help  aiiT 
in  clearing  this  situation  t 

Col.  BuscHBE.  Well,  I  can  recommend  the  rental  in  lieu  of  inter- 
est, up  until  the  date  the  voucher  for  final  payment  in  the  Aichhotu 
case.  Where  they  put  the  man  off  and  split  the  farm  in  two  pieces 
'    '  villf  


my  opinion  is,  I  will  say  parenthetically,  there  are  two  cases;  laskeii 
him  to  make  a  claim  and  to  state  a  definite  amount  of  damages  and 
state  the  total  damages.  If  I  can  go  before  my  superiors  ■with  the^ 
letters  and  can  show  them  in  figures  that  it  is  cheaper  to  buy  the 
tract  than  it  is  to  buy  a  portion  and  pay  the  remainder — in  ths^ 
two  particular  cases  tney  didn't  want  to  do  that;  they  were  afr&iJ 
they  might  jeopardize  their  right.  One  trouble  has  been  that  some 
people  have  signed  papers»without  l^al  advice  and  have  si|nied  awtr 
their  rights. 

The  CoMMrrTEE.  Heretofore  in  settlement  of  some  claims   thev 
signed  waivers  for  damages. 

Col.  Valentine.  Yes;  I  have  one  case  in  mind  in  which  a  dud 
received  $220,  and  in  receiving  that  money  he  signed  a  voucher  in 
which  he  stated  that  S220  was  in  full  of  all  damage  claim.  Thai 
was  not  the  exact  words,  but  the  exact  meaning,  on  account  of 
damage  to  land  and  crops.  That  money  was  received  by  him  with  , 
the  understandii^  both  on  his  part  and  on  the  Government  agent » 
that  the  land  was  to  be  bought— no  question  of  trying  to  run  dovn 
the  man— it  was  an  honest  transaction  on  both  siaes — bwt  the  land 
was  not  bought,  and  as  the  matter  stands  to-day,  it  will  not  he 
bought,  and  I  yesterday  received  testimony  from  ^m  and  his  wit- 
nesses, showing  the  damages  which  he  had  suffered  on  account  uf 
physical  injury,  to  which,  I  think,  he  is  fairly  entitled;  also  damages 
due  to  the  Govemment  occupying  8  acres  of  his  land,  as  a  resiilt  uf 
which  he  was  not  able  to  put  in  a  crop  of  wheat.  I  can  recommend 
the  payment  for  that  damage  up  until  the  time  he  put  in  his  spring 
crop. 

Mr.  Keabns.  In  this  case  you  have  in  mind,  what  damage  do  you 
find  that  he  really  sustained  f 
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SuBCOMMnTEB  No.  5  (Ordnance) 
OP  THE  Select  Cohmitteb  on  Expenditures 

IN  THE  War  Department, 
House  op  Representatites, 
WaahiTigton,  D.  C,  Tuesday,  December  9,  1919. 
The  committee  mot  at  1 1  o'clock  a.  m.,  od  coll  of  the  chairman, 
Hon.  William  J.  Graham  (chairman),  presiding. 
AJso   present:  Hon.  Finis  J.  GarretU 

FUBTHEB  TESTIXOHY  OP  COL.  IRA  L.  HEE7ES— Becalled. 

Mr.  Graham.  Col.  Reeves,  it  has  come  to  the  attention  of  the 
conunittee  that  some  changes  in  regulations  hare  been  made  relative 
to  requiring  an  accountant's  report  to  be  attached  to  papers  in  the 
matter  of  claims  aa  they  come  from  the  district  board,  and  that 
those  changes  have  been  of  somewhat  recent  promulgation.  Have 
there  been  any  changes  df  that  kind  made  t  If  there  have,  explain 
the  situation  in  your  own  words  as  to  what  has  been  done  along  that 
line,  if  anything. 

Col.  Reeves.  The  War  Claims  Board,  I  think  along  about  the  7th 
of  November — the  date  is  not  quite  clear  to  me— passed  a  resolution 
asking  the  bureau  boards  to  see  that  the  district  boards  in  forwarding 
claims  forwarded  a  sufficient  amount  of  data  so  that  the  claim  would 
have  with  it  all  the  documente  necessary  to  form  an  intelligent  con- 
clusion as  to  its  merits. 

That  matter,  as  I  recall  now,  was  discussed  at  considerable  length 
at  the  time  it  was  introduced  as  to  the  changes,  what  would  be  con- 
sidered adequate  data.  Some  of  the  larger  claims,  you  know,  you 
get  even  down  to  the  time  cards,  and  I  suppose  the  amount  of  actual 
papers,  if  you  had  all  of  them,  would  run  600  or  700  or  1 ,000  pounds 
m  the  lai^er  cases;  so  this  was  so  worded  as  to  leave  that  matter  to 
the  discretion  of  the  bureau  boards  how  much  data  they  would 
require.  Prior,  however,  to  the  passing  of  this  resolution  by  the 
War  Department  Claims  Board  I  bad  arranged,  so  far  as  the  Ordnance 
Department  Claims  Board  is  concerned,  that  the  executive  officer  of 
that  board,  and  after  having  discussed  the  matter  with  Mr.  Scott, 
the  chairman  of  the  technical  advisory  section,  to  have  instructions 
sent  to  the  district  officers  covering  what  we  termed  our  14  points; 
it  happened  to  be  14  essential  points  we  thought  were  required. 
One  of  those  things  was  an  auditor's  report. 

Mr.  Gbahah.  About  when  did  you  send  out  those  14  suggestions, 
Colonel  1 

Col  Reeves.  It  was  the  early  part  of  November,  or  the  middle  of 
November. 
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Mr.  Grahau.  Now,  was  that  the  time,  Colonel,  when  tou  asked 
them  to  send  in  an  accountant's  report  as  a  part  of  the  files  t 

Col.  Reeves.  That  was  one  of  the  14  suggestions  made. 

Mr.  Graham,  And  up  to  that  time  had  there  been  accouDUntg' 
reports  with  the  claims  as  they  came  to  your  office* 

Col.  Keeves.  Sometimes,  and  sometimes  not. 

Mr.  Gbahau.  But  the  ordeis  then  sent  out  were  to  the  effect  thai 
from  that  time  on  there  must  be? 

Col.  Reeves.  If  an  accountant's  report  had  been  prepared,  yea, 
sir;  and  if  it  had  not  been  purely  a  negotiated  claim,  and  if  there  vw 
an  accountant's  report,  it  should  accompany  it.  It  covered  also  i 
number  of  other  documeuta,  such  as  mmutes  of  the  board  in  dis- 
cussing the  claims.  The  total  number  was  14  separate  documesti 
that  would  constitute  a  complete  claim. 

Mr.  Graham.  Is  your  assistant  able  to  indicate  to  you  the  exact 
date  when  that  order  went  outi 

Col.  Reeves.  It  was  the  early  part  of  November. 

Mr.  Graham.  I  think  he  says  about  the  middle  ? 

Col.  Reeves.  It  may  have  oeen. 

Mr.  Graham.  Well,  since  that  time  have  there  been  accountanti' 
reports  coming  in  with  the  claims  to  you  ! 

Col.  Reeves.  I  probably  had  better  explain  my  relation;  you  sw. 
the  claims  do  not  come  to  me,  Mr.  Graham. 

Mr.  Graham.  Well,  they  come  through  you  ultimately? 

Col.  Reeves.  They  come  to  the  Ordnance  board.  Here  is  t 
requirement  that  all  claims,  before  being  passed  on  by  the  burrao 
board,  are  first  submitted  to  the  technical  advisory  section;  that 
name  has  been  changed  to  the  technical  claims  board  of  the  War 
Department. 

Mr.  Graham.  When  did  you  set  that  up ! 

Col.  Reeves.  This  section  is  the  one  that  really  first  raised  tlw 
question  of  having  all  these  documents  with  the  claims.  I  vis 
talking  with  Mr.  Scott,  chairman  of  that  section  recently,  and  be 
told  me  that  the  claims  contained  a  great  deal  more  data  than  (at- 
merly  they  had  contained. 

Mr.  Graham.  Which  Scott  is  that? 

Col.  Reeves.  Mr.  C.  Scott,  chairman  of  the  technical  section. 

Mr.  Graham.  'Vflien  was  tnat  technical  section  arranged  fori 

Col.  Reeves.  I  think  arrangements  were  made  for  that  sectioa 
in  the  early  part  of  August. 

Mr.  Graham.  When  did  it  begin  to  function? 

Col.  Reeves,  Well,  it  began  to  function  along  about  the  middb 
of  August;  it  took  some  time  to  get  the  men  together;  it  has  becD 
rather  a  growth. 

Mr.  Graham.  Now,  have  these  instructions  that  you  sent  out 
helped  things,  in  your  judgment? 

Col.  Reeves.  I  think  they  have,  yes,  sir;  that  is,  they  have  he^xd 
in  this  way,  that  you  have  more  papers  in  front  of  you  when  yoa 
review  a  claim. 

Mr.  Graham.  Have  your  duties  on  that  board  changed  any;  that 
is,  have  you  revolutionized  in  any  way  your  practice;  that  is,  as  1 
understand  it,  originally^ — and  I  think  you  testified  to  that  befon 
this  committee— you  treated  your  duties  largely  as  a  matter  of  review; 
that  is,if  a  claim  came  in  to  you  that  seemed  to  he  proper  on  its  face 
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and  to  have  followed  the  prescribed  rules  and  practices  that  you 
would  pass  it.  Now,  has  that  practice  changea  any,  so  that  you 
DOW  inTeetigate  the  merite  of  the  claims? 

Coi.  Keeves.  It  has  only  changed  in  the  increase  of  our  facilities 
for  checking  up  the  claims  when  theT  come  in  by  using  the  technical 
advisory  section  and  working  with  the  examiners,  and  the  examiners 
are,  I  believe,  as  a  general  thing,  going  into  the  claims  quite  closely. 
Ilie  machinery  is  so  large,  sir,  that  there  is  no  one  single  person,  if 
he  is  charged  with  the  signing  of  these  claims,  could  make  a  close 
investigation. 

Mr.  Graham.  I  understand  that;  you  could  not  pass  6,000  claims 
in  three  months  and  give  full  consideration  to  them. 

Col.  Reeves.  But  we  have  surrounded  ourselves  with  what  we 
consider  every  reasonable  precaution. 

Mr.  Qrahah.  Now,  Colonel,  are  you  going  over  these  claims  again, 
in  that  department  of  yours  t 

Coi.  Reeves.  What  claims,  sir* 

Mr.  Graham.  Any  of  them,  or  all  of  them? 

Col.  Reeves.  We  are  going  over  quite  a  few  claims  that  had  pre- 
viously been  passed,  ana  are  going  over  all  claims,  of  course,  which 
came  in  that  nad  not  yet  been  parsed. 

Mr.  Grahau.  Well,  is  it  the  purpose  of  your  organization  there  to 
review  these  claims  and  wherever  you  think  a  clium  was  too  large 
or  improperly  allowed  to  go  into  it  again  ? 

Col,  Reeves,  Yea,  sir;  it  is  the  policy  to  reopen  it. 

Mr.  Gkahah.  I  wish  you  would  tell  the  committee — you  and  I 
have  privately  discussed  that  matter,  but  for  the  benefit  of  Mr.  Gar- 
rett, who  was  not  here  at  the  time — I  wish  you  would  tell  us  upon 
what  theory  you  propose  to  operate,  in  view  of  the  language  of  the 
Dent  Act,  which  speaksof  fraud.  Is  it  the  contention  ofyour  board, 
or  the  War  Department,  that  a  settlement  which  is  not  right  is 
fraudulent  per  se  ? 

Col.  Reeves.  Not  necessarily,  no.  Understand  that  I  am  not  a 
lawyer,  and  I  might  not  possibly  use  the  terms  in  the  same  sense 
that  a  lawyer  would  use  them.  In  my  own  mind  I  have  the  idea 
that  it  is  probably  constructive  fraud,  if  that  is  the  word.  I  think 
probably  that  would  be  the  only  basis  of  recovery,  unless  they  would 
voluntarily  pay  the  Government  in  the  event  we  found  anything 
wrong.  1  may  be  wrong  in  that.  That  is  what  has  passed  in  my 
own  mind.  We  have  not  come  to  the  point  yet  where  it  is  necessary 
to  reopen  a  case  in  that  way.     I  have  plenty  of  legal  advice. 

Mr.  Qrahah.  And  have  you,  since  this  came  up,  had  occasion  to 
go  over  these  claims  and  ask  the  contractors  to  reimburse  the  Gov- 
ernment for  claims  you  thought  were  improperly  allowed  ? 

Col.  Reeves,  We  nave  had  occasion  to  reopen  the  claims,  but  we 
have  not  yet  uncovered  enough  evidence  of  overpayment  of  claims, 
if  any.  I  think  it  has  come  to  my  attention  in  some  board — I  am 
quite  sure  not  in  Ordnance — there  have  been  some  evidences  that 
there  has  been  overpayment,  and  there  has  been  a  repayment.  I 
get  that  as  a  rumor, 

Mr.  Graham.  You  have  understood  that? 

Col.  Reeves,  Yes,  sir. 

Mr.  Gbahah.  Did  you  ever  reopen  any  claims  yourself  ? 
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Col.  Reeves.  Yes,  sir;  I  probably  had  better  not  say  just  Qa 
number,  but  at  least  five  claims  that  I  know  of. 

Mr.  Graham.  Did  you  cause  the  contractor  to  reimburse  the 
Government ) 

Col.  Reeves.  We  have  not  got  to  that  point  yet  that  we  koov 
whether  he  has  been  overpaid  or  not. 

Mr.  Graham.  You  suspect  such  things,  don't  you  ? 

Col.  Reeves.  In  this  wav:  We  hear  all  sorts  of  rumors  and  ibt 
mihtary  intelligence  gets  all  sorts  of  reports,  and  the  moment  wc 
get  any  report  that  leads  us  to  think  there  has  been  an  erroneoDs 
settlement,  we  have  the  maohinery  to  go  after  that  at  once.  I  have 
in  my  own  office — although  only  advisory  in  the  matters  of  account- 
ancy— a  gentleman  of  wide  experience,  and  I  consult  him  inimedh 
ately  if  there  is  a  claim  there  has  been  an  error  made,  and  then  we 
have  an  auditor  in  the  war  claims  board,  and  we  refer  to  this  com- 
mittee all  matters  that  it  seems  should  be  reopened. 

Mr.  Graham.  Well,  how  are  these  matters  brought  to  your  atten- 
tion. Colonel  ? 

These  claims  are  all  aUowed  to  the  contractors,  and  the  oontractor; 
paid.  Kow,  then,  how  do  you  get  the  intimation  that  there  is  anr- 
thing  wrong  with  them;  how  does  thot  machineir  work  ? 

Cm.  Reeves.  Well,  it  may  come  from  one  of  many  sources.  I 
can  probably  illustrate  by  naming  one  particular  case;  it  woolc 
probably  not  be  fair  to  put  the  name  of  the  company  in  evident*, 
but  they  arc  quite  a  large  concern;  a  manufacturer  of  chemicals.  I 
personally  signed  that  claim,  I  think,  shortly  after  I  came  on  thi< 
board.  I  had  a  little  bit  of  grounds  for  fear  at  the  time  that  it  mi^t 
be  wrong.  Nothing  to  substantiate  it  appeared,  however,  and  I  h*ld 
it  up  tm«e  or  four  da}^,  and  tinaUy  ai^ed  it.  Since  that  tame  it 
had  come  to  my  attention  several  times  that  there  were  items  in  it 
^at  should  have  been  charged  to  the  French  contract,  so  I  a^«! 
permission  of  the  war  claims  board  to  reopen  that  entire  case,  aad 
it  is  now  being  investigated ;  they  have  been  doing  that  for  six  weeks 
or  two  months;  working  on  it. 

lilr,  Graham.  How  much  do  you  think  is  involved  t 

Col.  Reeves.  Well,  in  fact,  it  looked  to  me  like  there  might  bt 
$300,000  involved,  but  the  gentleman  who  has  this  matter  in  charp 
told  me  the  other  day  that  so  far  they  have  not  been  able  to  fix  any- 
thing wrong. 

Mr.  Gkahah.  What  is  the  reason  they  can  not  do  that,  Colond:  s 
it  on  account  of  the  scattered  nature  of  the  testimony  or  the  difficulty 
of  the  Q^otiations  ?  What  difficulties  do  you  find  now  t  When  yoa 
reopen  a  claim  in  your  board,  what  are  the  difficulties  that  yon 
encounter  in  tracing  that  t 

Col.  Reeves.  One  of  the  greatest  difficulties  we  have  is  the  rapidly 
scattering  personnel.  Understand,  this  evidence  is  practically  all  in 
the  districts;  we  do  not  have  it  in  Washington  and  can  not  get  it 

Mr.  Graham.  That  is,  the  field  work? 

Col.  Reeves.  Yes;  and  a  large  part  of  these  men  want  to  get  out 
of  the  service.  I  am  speaking  for  Ordnance;  they  want'  to  get  iato 
civil  life.  We  have  a  constant  demand  for  the  acceptance  of  rest^ 
nations,  and  these  are  the  only  people  who  have  knowledge  of  li* 
facts.  My  experience  is,  after  they  get  into  civil  life  they  do  not 
pay  any  attention  to  it  in  this  sense;  they  are  in  business  and  do  not 
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want  to  get  inToIved  in  investigations  taking  time  and  that  sort  of 
thing,  'mat  is  one  difficulty.  And  another  difficulty  is  this,  and  the 
claims  hoard  has  that  in  front  of  us  all  the  time:  The  war  is  over  now 
and  we  are  looking  at  this  thing  from  the  back  side.  During  the 
war  everybody  was  spending  money  like  a  drunken  stulor;  the  idea 
was  to  get  the  stuff  out  and  get  it  to  the  troops.  The  books  were 
improperlT  kept;  many  of  their  good  bookkeepers  had  gone  to  war 
and  tney  nad  to  rely  on  girls,  and  the  data  is  not  there.  One  par- 
ticular concern,  a  Canadian  concern,  had  quite  a  lai^e  claim,  ana  we 
found  that  they  were  simply  producing  shells;  they  were  not  con- 
cemed  about  wnat  the  booKs  showed. 

Mr.  Graham.  Now,  Colonel,  there  was  no  place  where  this  stuff  was 
collected  where  your  board  can  get  its  hands  on  it  now  and  get  the 
facte  relative  to  that  particular  claim  ? 

Col.  Reeves.  The  one  I  am  speaking  oft 

Mr.  Graham.  Any  claim;  you  have  to  go  here  and  there  t 

Col.  Kebvbs.  You  have  got  to  go  here  and  there  and  spot  it  out; 
put  a  man  on  the  job  and  nave  Mm  stay  on  the  job,  and  that  is  a 
difficult  thing  to  do. 

Mr.  Graham.  Tell  me  another  thine.  Do  you  know  what  the 
attitude  of  the  contractor  is  where  these  claims  are  reopened  or 
about  to  be  reopened,  what  the  attitude  of  the  contractor  is  to  the 
GovemmeDtt 

Col.  Reeves.  I  have  not  had  any  particular  difficulty  with  that 
particular  field,  but  I  think,  in  g9neral,  the  contractors  tnink  we  are 
very  hard  on  them;  that  is,  generally;  that  we  are  not  as  lenient  as 
the  Dent  Act  expected  us  to  be.  I  might  add  at  this  time  that  I 
have  been  very  much  impressed  with  the  apparent  desire  of  con- 
tractors to  do  the  fair  thing. 

Mr.  Graham.  Probably  half  of  them  did  not  file  any  claims  at  all  ? 

Col.  Reeves.  A  great  many  of  them  did  not  file  any  claims  at  all, 
and  a  great  many  show  a  desire  to  be  fair,  but  a  great  number  you 
have  to  watch  like  a  hawk;  they  will  skin  you  if  they  can;  that  is, 
of  course,  a  limited  number. 

Mr.  Graham.  Now,  I  want  to  ask  you.  Colonel,  some  one  called  my 
attention  to  the  claim  of  the  Semet  Solvay  Co.,  of  Rochester,  N.  Y.; 
I  do  not  know  whether  the  company  is  at  Rochester,  but  they  have 
the  claim.  Was  that  claim  allowed,  and  did  it  come  from  the  dis- 
trict claims  board  at  Rochester  to  your  board  as  allowed  1 

Col.  Reeves.  That  is  quite  a  long  story,  sir.  There  were  four 
claims  involved ;  that  is,  a  group  of  Tour  claims,  considered  as  one 
claim,  and  one  allowed  by  the  Rochester  district  board.  If  you 
care  to  have  me,  I  have  a  history  of  the  entire  Semet  Solvay  Co. 
matter  here;  if  you  care  to  have  it,  I  could  read  it  into  the  record. 

Mr.  Graham.  The  thing  I  am  wanting  to  get  at  most  is — to  be  en- 
tirely frank  with  you — ^whether  the  claim  came  through  in  the  regular 
course  of  business  and  whether  you  sent  it  back  for  revision  and  a 
correction  and  refused  to  approve  it  1 

Col.  Reeves.  It  did  come  tnrough  in  the  regular  course  of  business ; 
it  was  never  approved  by  the  Ormiance  Bureau  Board. 

Mr.  Graham.  That  is  the  board  below  you  ? 

Col.  Reeves.  That  is  the  board  below  me;  never  approved  it.  I 
sat  with  the  board,  I  think,  when  the  claim  came  in. 
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Mr.  Grahau.  I  am  informed,  Colonel,  that  you  refused  to  accept 
thiB  claim  when  you  looked  into  it  because  it  was  not  audited. 

Col.  Reeves.  1  think  that  information  is  somewhat  in  error,  be- 
cause it  would  not  have  got  up  to  me  for  approval  unless  the  Ord- 
nance Bureau  Board  haa  passed  it,  and  the  record  shows  they  did 
not  pass  it.  At  the  time  this  claim  was  up  the  minutes  contaioed 
merely  extracts  and  not  a  verbatim  report,  so  I  have  not  been  abie 
t<o  get  from  the  minutee  who  raised  the  question. 

Mr.  Gbahah.  Had  the  claim  been  audited  when  it  came  to  the 
Ordnance  district  board  ? 

Col.  Reeves.  I  should  say  not. 

Mr.  Grasah.  What  was  done  with  it } 

Col.  Reeves.  It  was  returned  to  the  district  widk  instructioiis  to 
the  Ordnance  Bureau  board  to  go  into  the  matter  further,  and  cer- 
tain features  were  set  out.  One  of  the  features  of  the  claim  was  that 
they  were  using  more  materials  than  would  have  been  neceaeary  iui 
the  contract  gone  to  completion. 

Mr.  Gbahau.  What  was  the  contract  fori 

Col.  Reeves.  There  were  several  contracts. 

Mr.  Gbahau.  I  surest  that  you  put  that  into  your  testimooT 
here,  this  statement  (Hthe  case. 

Col,  Reeves.  Yes;  it  will  be  a  history  of  the  entire  claim,  and  it 
is  so  shaped  up  here  that  I  could  read  it  in. 

Mr.  Gbaham.  All  right,  read  it  in. 

Col.  Reeves.  The  files  of  the  Ordnance  claims  board  show  tht 
following  claims  of  the  above-named  contractor  with  hiatotr  as  indi- 
cated in  each  case.  The  claims  refer  to  the  claims  of  the  Semet 
Solvay  Co.,  with  a  brief  history,  as  I  will  give  later. 

Claim  2479,  filed  August  12,  1919,  based  on  compulsory  order  360. 
for  toluol.  Award  of  $62,242.98  recommended  by  the  district. 
This  claim  is  in  the  hands  of  Mr.  Knowlton,  who  is  an  examiner  for 
the  Ordnance  claims  board. 

X-OBC  2312,  filed  August  11,  1919,  contract  G  90»-355  E,  for 
ammonium  picrate.  Award  of  SI  approved  August  26.  This  w« 
a  completed  contract. 

Claim  2446,  filed  August  8,  1919,  contract  P  7624-879E,  for  con- 
struction of  picric  acid  plant,  at  Grand  Rapids,  Mich.  Award  vt 
$340,107.97,  approved  August  20,  1919.  This  claim  was  passed  by 
the  Ordnance  board  as  well  as  the  district  board.  Advance  pay- 
ment and  interest,  $469,375.  Balance  due  the  United  Stat«$. 
$129,267.03.  That  was  simply  the  amount  allowed  of  this  claim 
and  this  was  deducted  from  what  the  Government  should  have,  noi 
being  for  full  recoupment. 

The  four  following  claims  really  comprise  a  single  group,  and 
involve  the  same  questions.  They  are  all  at  present  m  the  hands  d 
the  Rochester  district  claims  board  for  revision,  in  accordance  with 
instructions  received  from  time  to  time  from  the  Ordnance  claims 
bo  aid. 

Claim  1029,  filed  April  30,  1919,  contract  P  6S4S-829E,  for  ammo- 
nium picrate. 

Clain  1030,  filed  April  30,  1919,  contract  P  5207-736E,  for  picric 
acid. 

X-OBC  184,  filed  July  9,  1919,  contract  P  17394-1594E,  for  , 
ammonium  picrate.  i 
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X~OBC  172,  filed  August  11,  1919,  informal  claim,  do  contract 
number,  now  before  the  board  of  contract  adjustment.  Contract 
for  picric  acid. 

Claims  1029  and  lO.'^O  were  submitted  by  the  Rochester  district 
claims  board,  and  disapproved  by  the  Ordnance  claims  boanl 
□nder  date  of  May  13,  1919.  They  were  again  submitted  with  slight 
changes  by  the  district  claims  board,  and  disapproved  by  the  Ord- 
nance claims  board  on  July  21,  1919,  being  returned  to  the  district. 

In  the  latter  part  of  August  these  claims  were  again  returned  from 
the  district  without  changes.  X-OBC  172  and  184  were  also  sub- 
mitted at  this  time.  On  September  9  the  Ordnance  claims  board 
disapproved  the  four  claims  and  they  were  returned  to  the  district 
by  Mr.  Knowlton  in  person,  about  November  8,  for  further  investiga- 
tion and  revision.  The  claims  are  now  in  the  Rochester  distnct 
board.  It  is  understood  that  the  district  claims  board  has  passed 
the  revised  claims  with  a  reduction  of  S3SI,059.09  from  the  original 
set-up. 

I  have  considerably  more  data,  but  that  is  probably  all  you  care 
to  have. 

Mr.  Grahah.  Well,  the  district  board  sending  this  matter  back 
the  last  time  was  when  ? 

Col.  Reeves.  In  September,  I  think,  September  9,  the  last  time 
it  came  back. 

Mr.  Graham.  It  camo  back  September  9;  when  did  you  return  it 
to  tbemi 

Col.  Reeves.  They  were  the  last  time  in  the  latter  part  of  August, 
and  on  September  9  the  Ordnance  claims  board  approved  the  four 
claims  ana  they  were  returned  to  the  district. 

Mr.  Gbaham.  Now,  in  your  memorandum  sending  these  back, 
was  it  based  in  any  part  on  the  failure  of  the  district  board  to  have 
the  accounts  audited  1 

Col.  Reeves.  I  would  much  prefer  if  you  would  introduce  Mr. 
EJiowlton  at  this  time. 

Mr.  Graham.  All  right,  ^. 

Col.  Reeves.  I  mi^t  explain  that  Mr.  Knowlton  is  an  examiner 
of  claims  for  the  Ordnance  Department.  While  he  is  quite  young  in 
years  he  has  had  my  fullest  confidence,  and  if  there  is  any  credit  due 
to  anybody,  if  there  finally  is  a  saving  to  the  Government,  I  think  it 
is  due  to  Mr.  Knowlton. 

Mr.  Graham.  Let  me  ask  you  one  more  question.  You  know 
Col.  Hughes,  who  was  with  the  Chicago  district  claims  board  1 

Col.  Reeves.  Yes,  sir. 

Mr.  Graham.  Is  he  still  with  that  board  t 

Col.  Reeves.  Yea,  air. 

Mr.  Graham.  And  is  he  still  chief  of  the  board  t 

Col.  Rbsvss.  I  understand  that  he  is;  yes,  sir;  that  is,  of  the 
Chicago  district  board. 

Mr.  Graham.  Do  you  want  to  aak  him  anything,  Mr.  Garrett  1 

Mr,  Garrett.  I  notice  in  your  reading  tte  memorandum  there. 
Colonel,  vou  mentioned  some  of  those  claims  as  being  filed  in  Jul; 
1919:  did  you  mean  that  was  the  first  filing  of  themt 

Col.  Reeves.  Well,  that  would  be  considered  only  as  amenJ 
some  of  the  claims  filed  within  the  prescribed  period. 
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Mr.  Garbbtt.  Under  the  Dent  Act  it  required  they  should  i 
filed  by  June  30. 

Col.  Reeves.  I  think  that  is  being  interpreted  that  the  cootnrti 
filed  a  claim  prior  to  that  time  andne  could  amend  it  aftenranb  < 
the  facts  may  occur. 

Mr.  Knowlton.  I  think  I  can  clear  that  up  for  you.  The  titja 
were  really  made  out  as  the  other  claims,  but  the  OBC  v&lidarri 
under  the  Dent  Act  were  not  submitted  formally,  but  'we  irent  ah^ 
them,  and  they  were  not  submitted,  but  they  came  down  aftea-  in 
contract  had  been  approved  according  to  the  Dent  Act. 

Mr.  Garrett.  Colonel,  is  there  any  objection  to  mentioning  u 
claims  that  have  been  opened  for  review  by  name? 

Col.  Rebteb.  Why,  I  would  have  no  personal  objection.  It  u 
largely  up  to  you  gentlemen,  and  the  only  thing  is  that  th«ae  «& 
tractors,  if  they  have  set  up  a  fair  claim,  and  it  should  be  develofn. 
that  tiiere  was  nothing  wrong,  that  that  might  be  a  reflection  n 
them;  I  don't  know  that  that  would  be  the  interpretation. 

Mr.  Garrett.  Those  cases  that  have  been  mentioned  in  the  repcfi. 
on  House  resolution  381,  have  you  seen  those  claims  t 

Col.  Reeteb.  Yes,  sir;  two  of  thrae  are  ordnance  claims.  I  h«r> 
not  seen  the  others.  One  is  the  Standard  Steel  Car  Co.  claim  the 
is  beii^  investigated;  the  other  I  do  not  recall,  it  is  toluoL 

Mr.  Gbahah.  Is  it  Jones  &  Laughlini 

Mr.  Garrett.  The  Jones  &  Laughlin  Co.,  is  that  being  reviewed! 

Col.  Reeves.  I  don't  think  specifically,  except  that  machincir  ii 
beine  prepared  to  review  all  these  claims.  If  it  is  not  reviewed.  I 
think  it  will  be  directly. 

Mr.  Garrett.  Well,  the  Standard  Steel  Car  Co.  claim,  do  tdi 
know  whether  or  not  tiiat  award  has  ever  been  pud  in  full  or  not  > 

Col.  Reeves.  That  $1,300,000  was  paid;  yes,  sir. 

Mr.  Garrett.  There  was  (3,000,000  in  all  in  that  award  f 

Col.  Reeves.  Yee,  sir. 

Mr.  Garrett.  Do  you  know  whether  that  has  all  been  paid  I 

Col.  Reeves.  Of  the  $3,000,000,  $900,000  was  what  the  Standard 
Steel  Cat  Co.  paid  for  machinery  and  salvage,  and  there  is  $800,004 

frofit  on  the  200  carriages  which  was  vouchered  which  was  not  {wd. 
think  altogether  that  figures  out  $1,300,000  which  was  paid. 

Mr.  Gabbett.  $800,000  profit  on  carriages  has  not  yet  been  paid! 

Col.  Reeves.  I  think  not;  I  asked  at  the  time  to  have  it  vithhpid. 

Mr.  Blaket.  I  made  up  the  voucher  mvself  for  $800,000  and  haif 
later  investigated  it  and  find  that  it  has  been  paid,  less  10  per  oeot 
hquidated  damages. 

Mr.  Graham.  That  is  $80,000 1 

Mr.  Blakey.  Yes,  sir;  I  think  it  waa  paid  about  the  same  tiuu 
the  award  was  paid,  before  all  this  notoriety  got  etArted. 

Mr.  Garrett.  What  is  that  $80,000  liquidated  damages) 

Mr.  Blaket.  The  contract  provides  for  a  delay  in  the  delirety, 
and  they  should  be  penalized  for  delay  and  call  it  liquidated  danugm,   < 
and  that  is  the  reason  for  a  deduction  of  10  per  cent  of  liquidated 
damages.  I 

Mr.  Garrett,  Now,  you  say,  Colone 
that  were  mentioned  in  the  report  tb« 

Col.  Rebvbs.  Yes,  air. 
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Mr.  Graham.  And  in  what  capacity  did  you  work  there  ? 

Mr.  Knowlton.  I  was  assistant  to  Maj.  Frankfort, 

Mr.  Graham.  In  the  chemical  department  ? 

Mr.  Knowlton.  Yes,  air;  powder,  explosiree,  and  chemical  ebioi 

Mr.  Graham.  When  did  you  go  into  this  claims  board  f 

Mr.  Knowlton.  That  was  Uie  Ordnance  Claims  Board  at  iU 
time. 

Mr.  Graham.  What  is  your  function  now  t 

Mr.  Knowlton.  Examiner  of  powder,  explosives,  and  clwouril 
cliums. 

Mr.  Graham.  In  doing  so,  do  you  go  out  and  examine,  or  do  r-.j 
work  in  the  office  t 

Mr.  Knowlton.  No;  I  have  gone  out  to  make  investigatioiu,  tr 
not  to  visit  any  plants. 

Mr.  Graham.  Prior  to  the  time  that  you  went  into  the  Do  fai 
powderplant,  did  you  ever  have  any  experience  along  that  line  ? 

Mr.  Knowlton.  Just  the  school. 

Mr.  Graham.  Just  pure  book  knowledge  t 

Mr.  Knowlton.  I  might  state  that  I  had  considerable  knowlfsifr 
with  the  Ordnance  Department  prior  to  going  into  the  Ordnaa- 
Claims  Board;  I  went  through  an  ordnance  training  school. 

Mr.  Graham.  Have  you  ever  been  engaged  in  any  other  basins' 

Mr.  Knowlton.  No,  sir. 

Mr.  Graham.  Your  knowledge,  then,  is  entirely  technical  tc. 
scientific;  not  ^ong  business  lines  t 

Mr.  Knowlton.  Not  along  business  lines. 

Mr.  Graham.  Now,  tell  us  about  this  Semet  Solvay  claim.  I 
assume  from  what  Col.  Reeves  said  you  had  something  to  do  with 
it.  What  was  the  reason  that  that  claim  was  sent  back  to  thi 
district  board  t 

Mr,  Knowlton.  The  first  time  it  was  submitted  we  went  me 
the  claims  very  carefully  and  they  were  set  up  and  verified,  or  swm 
to  by  certified  public  accountants. 

Mr.  Graham.  How  large  were  the  claims  in  the  first  place;  whu 
did  they  Aggregate ! 

Mr.  Knowlton.  As  I  remember  it,  just  about 

Mr.  Graham.  Approximately  will  be  sufficient. 

Mr.  Knowlton.  Something  over  11,000,000. 

Mr.  Graham.  That  will  be  near  enough;  it  b  immaterial,  tin 
exact  fibres.  All  right;  thev  had  been  sworn  to  by  pubhc  acconnt- 
ants.    Was  there  anyttung  else  the  matter  with  themt 

Mr.  Knowlton.  They  were  set  up  in  that  way,  and  the  claims 
were  set  up  bo  that  under  certain  contracts  they  were  receiving 
more  tluin  they  would  have  received  had  they  completed  the  con- 
tracts; that  is  the  exception  we  took  to  them.  At  that  time  vc 
called  the  members  of  tne  Semet  Solvay  Co.  down  and  questioned 
them. 

Mr.  Graham.  You  know  what  the  Falk  chart  is,  don't  you? 

Mr.  Knowlton.  Yes,  sir. 

Mr.  Graham.  Did  they  settle  on  the  Falk  chart  1 

Mr.  Knowlton.  The  Falk  chart  is  for  toluol  claims;  these  were 
not  toluol  claims;  these  were  for  picric  acid  and  ammonium  picrat«. 

Mr.  Graham.  This  was  not  a  by-product  coke  oven  job  I 

Mr.  Knowlton.  No,  sir. 
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Mr.  Graham.  All  right,  proceed.  Had  the  claims  been  audited 
when  thej  came  to  you  t 

Mr.  Knowlton.  By  the  certified  public  accountants. 

Mr.  Geaham.  Who  had  been  employed  by  the  company  ( 

Mr.  Knowlton.  Who  had  been  employed,  by  the  company.  We 
questioned  the  members  of  the  firm,  and  the  mspector  of  ordnance 
at  the  plant  at  that  time  who  had  also  signed  certain  statemeata, 
and  we  could  find  nothing  of  material  value,  a  Terv  large  amount 
of  money  in  any  way  that  was  out  of.  the  way  in  the  claims;  they 
mar  have  founa  a  mbtake  of  a  thousand  dollars;  it  was  a  niiUion- 
dollar  claim.  We  returned  the  claim  and  at  that  time  investigated 
ourselves. 

Mr.  Gkarah.  You  mean  by  that  you  made  an  audit  yourselves  t 

Mr.  Knowlton.  No;  we  looked  mto  the  records  that  we  could 
find  and  investigated  while  these  claims  were  being  reworked  in  the 
district. 

Mr.  Graham.  Were  they  negotiated  settlemfiMa;  what  is  called 
negotiated  settlements  1 

Mr.  Knowlton.  No;  I  do  not  believe  you  could  call  them  n^o- 
tiated  settlements. 

Mr.  Graham.  Were  thev  settled  by  the  rules  t 

Bfr.  Knowlton.  Yes;  nut  you  must  remember  that  these  were 
some  of  the  first  claims  that  came  in,  and  the  rules  were  not  very 
well  formed. 

Mr.  Graham.  When  they  came  back  the  next  time  what  was  the 
shape  of  the  claim! 

Mr.  Knowlton.  The  state  of  the  claims  was  that  they  had  reai^ 
ranged  them  so  that  the  entire  amount  was  within  the  hmits  of  the 
contract;  there  was  no  material  change. 

Bfr.  Graham.  And  did  you  send  it  back) 

Mr.  Knowlton.  Yes,  sir. 

Mr.  Graham.  Was  there  an  audit  1 

Mr.  Knowlton.  There  has  been  at  this  time. 

Mr.  Graham.  Didyou  send  them  back  for  an  audit  1 

Mr.  Knowlton.  The  third  time  we  sent  them  back  for  an  audit 
and  the  claims  have  not  come  back  to  Washington. 

Mr.  Graham.  What  happened  to  them  on  the  audit ! 

Mr.  Knowlton.  We  cut  them  down  approximately  $380,000. 

Mr.  Graham.  On  a  $1,000,000  claim! 

W>.  Knowlton,  Yes,  sir. 

Col.  Keeves.  The  amount  of  that  claim  is  $1,152,000. 

Mr.  Graham.  Has  the  district  board  at  Washmgton  approved 
them  yet,  Mr.  Knowlton  ! 

Mr.  Knowlton.  As  I  understand,  they  have;  but  I  have  no 
definite  information.  My  round-about  information  is  that  they 
have  approved  them  on  the  su^estion  of  myself  and  Col.  Eamea 
and  those  connected  with  it  out  there. 

Mr.  Graham.  Did  you  go  up  there? 

Mr.  Knowlton.  Yes,  su-;  on  November  8. 

Mr.  Graham.  Did  you  demand  an  audit  at  that  time! 

Mr.  Knowlton.  I  demanded  an  audit  in  September, 

Mr.  Graham.  What  time  in  September,  about ! 

Mr.  Knowlton.  September  9  or  tO,  I  believe  it  was. 

Mr.  Graham.  Who  was  the  audit  made  by  t 
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Mr.  Knowlton.  The  Government  accountanta,  irnder  Mr.  Hsyes. 

Mr.  Graham.  Do  you  know  whether  the  contractor  is  satimed 
with  the  present  allowance ! 

Mr.  Knowlton.  I  do  not;  the  last  information  I  had  the  claims 
had  been  passed  bj  the  district  board  and  submitted  to  the  oon- 
troctor  for  nis  acceptance. 

Mr.  Graham.  And  you  do  not  know  whether  he  has  acc^ted  ? 

Mr.  Knowltok.  I  do  not  know  whether  he  has  aocepted. 

Mr.  Graham.  Do  you  want  to  ask  anytiiing,  Mr.  Garrett  f 

Mr.  Garrett.  No,  sir. 

Mr.  Graham.  I  tb^  that  is  all. 

FUSTHEK  TESTIMOVT  OF   I.  J.  BLAKET— BecaUsd. 

Mr.  Graham.  Mr.  Blakey,  you  are  the  same  Blakey  who  testified 
before  in  the  matter  of  Uie  Standard  Steel  Car  Co.  claims  t 

Mr.  Blakbt.  Yes,  sir. 

Mr.  GraAam.  At  the  time  you  were  here  before  us  before,  I  think 
you  were  off  on  a  vacation,  or  something  of  the  kind,  on  leave  T 

Mr.  Blakey.  Yes,  sir;  I  had  30  days  leave  of  absence. 

Mr.  Graham.  After  your  leave  e]q>ired  did  you  return  to  year 
work  in  the  War  Department  1 

Mr.  Blaket.  Well,  just  before  my  leave  expired  I  was  at  Montoe, 
La.,  visiting  my  brother-in-law,  and  received  a  telegram — in  fact,  • 
telegram  was  waiting  for  me  there — for  mo  to  report  to  Washingbn 
at  once  and  report  to  Col.  Gibson,  and  I  reported  back  about  tfat 
time  my  leave  would  have  expired. 

Mr.  GbaHah.  When  jou  returned  were  you  assigned  to  duty  I 

Mr.  Blakey.  Yes,  su-;  after  staying  here  for  several  days  I  wu 
sent  back  to  Chicago. 

Mr.  Graham.  To  work  in  connection  with  the  District  Claims 
Board? 

Mr.  Blakey.  I  was  to  be  assigned  in  the  office  to  other  claims. 

Mr.  Graham.  Did  you  report  Uiere* 

Mr.  Blaket.  Yea,  sir. 

Mr.  Graham.  Were  you  assigned  to  other  claims  t 

Mr.  Blakey.  Well,  ttefore  I  was  assigned  I  was  called  back  to 
Washiiffiton  on  the  Standard  Steel  Car  Co.  investigation. 

Mr.  (&AHAM.  By  whom  were  you  called  back? 

Mr.  Blaket.  Mr.  Dorr's  office. 

Mr.  Graham.  Mr.  Dorr  of  the  War  Department  Clauns  Board ! 

Mr.  Blakey.  Yes,  air. 

Mr.  Graham.  Did  you  appear  before  that  board  and  testify  1  | 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  On  how  many  occasions  ?  ' 

Mr.  Blakey.  Once,  I  suppose,  but  it  made  two  days,  but  I  remained 
here  in  Washington  approximately  10  days. 

Mr.  Graham.  And  now  many  tunes  did  you  testify  as  to  the  facts 
in  vour  knowledge  about  that  claim? 

Mr.  Blakey.  Well,  I  have  appeared  before  that  committee  twie*.  ; 
and  then  I  went  back  to  Chicago  and  remained  there  seveisl  dan 
and  then  was  called  back  and  appeared  before  another 
Mr.  Dorr's  office. 

Mr.  Graham.  Who  was  the  first  committee? 
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Mr.  Blaket.  Well,  Mr.  Fairbanks  and  Mr.  Steever  was  supposed  to 
be  the  committee  under  Mr.  Door.  That  was  the  first  time;  and  the 
next  time  I  came  back  I  observed  before  Mr.  Scott  and  Col.  Warren. 

Mr.  Gkakam.  Well,  on  those  occasions  what  were  you  asked  about; 
what  you  knew  about  the  thing  1 

Mr.  Blaket.  Yes,  air. 

Mr.  Graham.  What  you  knew  about  it? 

Mr.  Blaket.  I  was  practically  called  upon  to  repeat  the  testimony 
that  I  had  given  before  the  congressional  committee,  with  all  kinds 
of  questions  from  the  beginning  of  the  contract  to  the  time  I  left  there. 

Mr.  Gkahah.  Now,  you  told  both  the  boards  what  you  knew  about 
it,  did  you  I 

Mr.  Blaket.  Yea,  sir. 

Mr.  Graham.  Then  where  did  you  got 

Mr.  BLd^KET.  Well,  while  I  was  here  the  second  time  I  received 
orders  that  I  was  to  be  assigned  to  the  Aircraft  Division,  but  I  had 
to  go  back  to  Chicago.  I  could  not  report  right  away.  I  had  to  go 
bade  to  Chicago  to  get  my  personal  affairs  straightened  up  there 
before  I  could  go  away  and  come  here. 

Mr,  Graham.  Who  gave  you  orders  to  go  to  the  Aircraft  Division ) 

Mr.  Blaket.  It  came  from  the  Ordnance  Department  Claims 
Board. 

Mr.  Graham.  Did  you  get  a  written  order? 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  Have  you  got  it  with  you  ? 

Mr.  Blaket.  Yea,  sir;  I  nave  a  copy  of  it. 

Mr.  Graham.  Will  you  let  me  see  it? 

Mr.  Blaket.  Yes,  sir  [handing  a  paper  to  Mr.  Graham].  This  is 
a  copy  of  the  first  order. 

1&,  Graham.  This  may  go  into  the  record  here. 

(The  order  referred  to  is  as  follows:) 

War  Department  Olaub  Board, 

PBRaONNSL  Sbction, 
WaMn^lan,  Novemher  ts,  1919. 

duty  with  the  Ordnance  Diatrict  Claima  Board, 


of  the  .\ii'  Service  Claima  Board  fon'iiwtructioM. 

By  authority  of  the  AaristADt  Secretary  of  War,  Director  of  Munitions: 
Ira  L.  Rebves, 
Colontl,  Infantrp, 
/Vfonnd  Officer,  War  Dtpartmtnt  Claimt  Board. 

Mr.  Graham.  Now,  that  I  see,  is  dated  the  25th  of  November.  Did 
you  go  back  to  Chicago  to  get  your  efifectet 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  Did  you  have  anything  to  do  with  the  Chicago  claima 
board  since  thatt 

Mr.  Blaket.  I  only  stayed  there  over  Sunday  and  got  a  travel 
order  on  Monday  and  came  back  and  reported  to  Washington,  and 
the  chairman  of  the  War  Department  Claima  Board,  1  thiiik,  imme- 
diately wanted  to  send  me  to  New  York,  and  I  objected  to  that. 

Mr.  Graham.  Why  did  you  object! 
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Mr.  Blaeet.  I  could  not  afford  to  go  out  into  the  field  again,  or  to 
go  to  New  York,  because  I  thought  it  would  coat  me  more  t^  1 
could  get  out  of  it. 
Mr.  Graham.  Don't  they  pay  your  travel  expenseel 
Mr.  Blaeet.  They  allow  $4  a  day,  but  I  thought  the  expenacs 
would  be  more  in  New  York.  1  could  not  take  my  wife  over  then 
and  make  an  effort  to  live  on  that.  I  would  rather  get  out  of  the 
service  than  try  to  do  that,  and  I  wrote  Col.  Reeves  explaining  my 

foaition  in  that  matter,  and  a  few  days  later  I  received,  DecemMrfi, 
received  another  order  transferring  me  back  to  the  Board  of  Contntt 
adiuBtmente  here  in  Washington.    I  got  that  yesterday  momiDg. 
Mr.  Graham.  Will  you  let  me  see  mat  order? 
Mr.  Blaery.  Yes,  sir  [handing  a  paper  to  Mr.  Graham]. 
Mr.  Graham.  This  may  also  go  into  the  record.  i 

(The  paper  last  referred  to  is  as  follows:) 

War  Dbpartmbnt  Claims  Board,  j 

Pbrsokhbl  SBcnoK, 
WoihiwiUm,  Detxntber  6,  I9JJ. 
Special  Ordew,  No.  43. 

1.  Pan^^ph  2  of  Special  Orders  No.  42  detailing  J.  M.  Englander,  acroiuituit  si 
duty  with  the  Baltimore  ordnance  district,  for  temporary  duty  with  the  bcanj  ti 
contract  adjurtment,  ia  rescinded. 

2.  L.  J.  Blakey,  accountant,  Ordnance  District  Clums  Board.  Chicago.  111.,  ie  tem- 
porarily detailed  for  a  period  not  to  exceed  two  months  from  this  date  with  the  Batf>l 
of  CoDtract  Adjustment.  Washington,  D.  0..  and  will  report  in  pereon  to  thechainun 
of  that  board  for  instructions.  Paragraph  1  of  Special  Orders,  No.  30,  detailing  L  J. 
Blakey  for  temporary  duty  with  the  Air  Service  Claims  Board  is  reaciiided. 

By  authority  of  the  Assistant  Secretary  of  War,  Director  of  Munitiooa. 

H.  F.  Dalton, 
Colorul,  Infantry,  ^ttttcait  Ptxtonnd  Offeer,  Wot  Dtjiartmtnt  Claimt  Bead. 
Copy  tor:  ■ 

Mr.  Blakey,  c/o  chairman,  Board  of  Contract  Adjustment.  I 

Mr.  Englander,  do  chairman,  Air  Service  Claims  Board. 

Chairman,  Air  Service  Claims  Board. 

Chief,  coet  accounting  section.  Ordnance  office. 

Mr.  MatahaU. 

File. 

Mr.  Graham.  Well,  now,  is  that  your  assignment  to  duty  and  joa 
are  here? 

Mr.  Blaeet.  Yes,  sir;  I  reported  yesterday  afternoon  to  the  bouil 
of  contract  adjustment  and  will  go  back  to  tnem. 

Mr.  Graham.  Had  you  ever  hiS  any  work  in  connection  with  them 
before? 

Mr,  Blaeet.  No,  sir. 

Mr.  Graham.  Do  you  know  whether  there  is  any  accotintant  still  ^ 
employed  in  Chicago  ? 

Mr.  Blaeet.  Yes,  air;  there  are. 

Mr.  Graham.  Is  Mr.  Miller  still  there  1 

Mr.  Blaket.  Mr.  MUler  is  still  there;  in  fact,  there  is  a  force  o( 
either  50  or  60  men,  or  maybe  SO  still  in  that  district,  and  several,  of 
oourse,  in  that  Chicago  office. 

Mr.  Graham.  Is  there  plenty  of  work  to  do  there,  then  ! 

Mr.  Blaeet.  FromwhatIimder8tand,yes;  there  are  several  claims 
there. 

Mr.  Graham.  Are  there  still  some  accountants  out  at  the  Standard 
Steel  Car  Co.  plant  ? 

Mr.  Blaket.  Yes,  sir. 
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Mr.  Graham.  How  many,  do  you  know! 

Mr.  Blaket.  Twelve  or  fourt«eu. 

Mr.  Qrahau.  What  are  they  doing  t 

Mr,  Blaket,  They  have  not  finished  vouofaerinc  all  the  dieburse- 
ments  the  Standard  Co.  had  made  up  to  the  Ist  of  October;  they  were 
still  taking  credits  for  various  scrap  sales  and  things  of  that  kind,  I 
understand;  they  are  working  up  an  analysis  of  what  was  spent  for 
increased  facilities,  as  they  are  doing  on  the  cost-plus  contracts. 

Mr.  Graham.  All  the  work  you  did  during  the  war  was  in  the 
Chicago  district  1 

Mr.  Blaket.  No,  sir;  I  was  with  the  Bartlett-Haywood  Co. 

Mr.  Graham.  Yes;  I  remember  you  were ;  but  all  the  work  you  did 
in  connection  with  the  Claims  Board  was  in  Chicago  t 

Mr.  Blaket.  Yes,  sir. 

Mr.  Graham.  Did  you  request  to  be  taken  away  from  Chicago  I 

Mr.  Blaket,  No,  sir. 

Mr.  Graham,  Do  you  want  to  ask  him  anything,  Mr.  Garrett ! 

Mr.  Garrett,  Was  there  anything  said  to  you  m  connection  with 
your  transfer  to  lead  you  to  think  that  they  wanted  to  get  you  out  of 
Chicago  for  any  reason  1 

Mr.  Blaket.  Nothing  except  that  I  was  not  consulted  in  the 
matter  at  all;  they  usuaJly  ask  a  man  if  he  wants  to  go  to  a  certain 
locality,  and  they  try  to  assign  him  accordingly,  but  in  my  case  the 
order  came  out  and  I  was  not  consulted  at  all. 

Mr.  Garrett.  I  was  about  to  ask  il  there  was  anything  unusual 
about  the  accoimtants  being  transferred  from  one  division  to  another 
if  Tou  know? 

Mr,  Blaket.  I  thought  it  was — my  personal  opinion  of  it  was  that 
it  was  the  claims  board  in  Chicago  that  wanted  to  get  rid  of  me  on 
account  of  the  notoriety  I  had  caused  in  connection  with  the  Standard 
Steel  Car  Co.  And  if  I  had  known  when  I  was  leaving  Chicago  that 
I  was  to  go  to  New  York,  I  would  have  resigned  then,  and  would  not 
have  gone  to  New  York;  I  had  no  objection  to  working  in  the  Air 
Craft  at  Washington. 

FUBTEEB  TESTHCOVT  BT  COL.  IBA  L.  BBETBS— Beoalled. 

Mr.'  Graham.  Do  you  care  to  make  a  statement  in  this  matter. 
Colonel  t 

Col.  Reeves.  I  wish  to  s^y  in  the  matter  of  personnel  generally 
that  the  War  Department  claims  the  adjustment  of  them  has  pro- 
ceeded to  that  point  where  it  is  thought  advisable  that  we  reduce 
the  personnel  engaged  by  pooling  all  the  bureaus  in  all  the  districts. 
You  see,  formerly,  these  bureau  Doards  were  tmder  the  chiefs  of  the 
respective  bureaus,  so  resolutions  were  passed  bv  Department  Claims 
Board  placing  all  personnel  directly  under  the  War  Department 
Claims  Board  and  taking  it  out  of  the  bureau  chief's,  and  pooling  all 
personnel.  The  first  order  that  was  issued  was  that  pooling  cost  ab- 
countants.  We  were  up  against  a  very  serious  situation  in  the 
matter  of  getting  a  sufficient  number  of  cost  accountants  to  effi- 
ciently per^rm  this  duty.  There  are  a  great  many  men  enjoying 
the  title  of  cost  accountants  and  who  were  enjoying  it  during  the  war 
who  I  am  afraid  are  not  more  than  bookkeepers,  so  we  were  tryinjr 
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to  keep  thoae  that  were  trained,  and  not  employ  more;  even  thoo^ 
they  were  bookkeepers,  they  had  the  training,  and  an  order  went  oat 
to  keep  those  and  not  to  employ  any  more.  The  Jirst  order  that  came 
was  from  the  Aircraft  Division;  they  had  no  cost  accountants.  TTwy 
came  to  my  office — and,  by  the  way,  I  was  made  personnel  oflBcer  for 
the  bureaua^they  called  on  me  for  cost  accountants.  We  took  ttum 
from  wherever  we  could  get  them;  we  took  four,  I  think,  from  Bos- 
ton; they  had  practicaJly  finished  their  claims  there;  and  it  was  a 
matter  that  we  had  to  get  them  wherever  we  could  get  them.  It 
was  s  matter  that  had  to  go  forward.  We  have  never  secured  the 
full  amount. 

Mr.  Blakey  happened  to  be  in  Washington  at  the  time.  His  name 
was  first  mentioned  by  Mr.  Hall,  I  believe.  He  was  away  from  Chi- 
cago for  some  time  and  not  much  in  touch  with  it,  and,  not  assuming 
to  look  after  the  business  of  you  gentlemen,  but  I  knew  he  had  been 
here,  and  I  thought  he  might  be  needed  again,  and  I  thought  it  wu 
a  t^porary  position  and  personally  I  thought  I  was  doine  Mr. 
Blakey  a  personal  favor  by  having  him  in  Washington.  It  devSoped 
that  the  aircraft  had  some  of  this  field  work,  and  iu-,  Blakey  happened 
to  be  one  that  they  wanted  to  go  to  New  York.  He  called  the  m&ttd- 
to  my  attention,  and  he  did  not  want  to  go,  so  at  that  time  Mr. 
Englander,  who  had  been  before  that  with  the  board  of  contract 
adjustment,  received  an  assignment  leaving  a  vacancy  there,  so  we 
immediately  put  Mr.  Blakey  in  that.  It  is  an  unusually  good  job; 
probably  more  of  a  consultant  than  an  accountant.  It  was  nevef 
mtende^  to  be  a  reflection  on  Mr,  Blakey.  If  there  has  been  any 
intention  of  that  kind  he  would  not  have  been  brought  down 
to  Washington. 

Mr.  Garrett.  Colonel,  has  there  been  any  disposition  on  the  part 
of  those  in  authority  that  you  know  anything  about  to  discipline  Mr. 
Blakey  on  account  of  the  fact  that  he  testifiM  here! 

Col.  Reeves.  None  that  I  heard  of  at  all. 

Mr.  Grahau.  Were  there  any  accountants  taken  out  of  the  Chicago 
district  board,  except  Mr.  Blakey? 

Col.  Reeves.  We  asked  for  two  others,  and  I  think  it  was  a  tele- 
gram, I  think  I  got  a  telegram  back  that  no  others  could  be  spared 
at  that  time. 

Mr.  Graham.  Do  you  know  what  others  you  asked  fort 

Col.  Reeves.  No,  sir;  I  don't  know  that  we  asked  for  tfaem  by 
name. 

Mr.  Graham.  Just  asked  for  two  accountants  t 

Col.  Reeves.  Just  asked  for  two  accoimtanta.  I  don't  think  I 
wrote  the  telegram;  there  may  have  been  a  suggestion  made  whethcf 
Mr,  Grafke  could  be  spared. 

Mr.  Graham.  And  they  coidd  not  spare  him } 

Col.  Reeves.  No,  sir. 

Mr.  Graham.  I  think  that  is  all. 

(And  thereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjouznad 
to  meet  at  the  call  of  the  chairman.) 
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SuBCOHHnTBB  No.  5  (Ordnance), 
OF  THE  Select  Committee  on  Expenditubes 

IN  THE  War  Department, 
House  of  Representatives, 
Tuesday,  December  30,  1919. 
The  subcommittee  met  at  the  call  of  the  chairman  at  10  o'clock 
8.  tn.,  Hon.  William  J.  Graham  (chairman)  presiding. 
Present  also:  Hon.  Albert  W.  Jefferis  and  Hon.  Finis  J.  Garrett. 
Mr.  Graham.  The  committee  has  been  called  together  in  order  to 

flace  in  the  record  papers  containing  supplemental  evidence,  which 
herewith  submit  for  the  purpose  of  pnnting.    The  matter  is  as 
follows : 

In  connection  with  the  testimony  of  Mr.  Clair  Foster,  pages  1543 
to  1560  of  the  record,  the  following  letter  and  tabulated  statement 
may  be  inserted  in  the  record: 

Wak  Dkfabtmbht, 
OmcE  or  THE  CHiar  or  Obdrarcb, 

Wathingttm,  October  It,  I91B. 
Bod.  WiuxtK  J.  Grahau, 

Boute  of  Repretentaiivet,  I/ndled  Btatet. 
Mr  Deab  Mb.  Obaham  :  In  accorilHnce  with  reqnest.of  OctoBer  6,  transmitted 
throng:!]  Ui«  offlce  of  Assistant  Director  Purchase,  Storaxe  and  Traffic,  there  Is 
handed  you  hirewith  a  list  of  ordnance  construction  contracts  on  which  work 
wag  Initiated  by  the  Ordnance  Department  to  be  subsequently  carried  on  by 
the  Ckinst ruction  Division. 
Respectfully, 

0.    C.    WlLUAllB, 

Major  Oenerat,  Chief  of  Ordnance,  United  Blalei  Army, 
B;  R.  H.  Hawkins, 
lAemenant  Colonel,  Ordnance  Department,  Vnited  Slatet  Army. 


Wir— Otd.No. 


LocsUoD  of  slU, 


Pua-miTw.... 

PI«»4gtSA.... 
01I»*|SA...... 

FIOM-USIA 

Fmi4-«S3C 


Pl»M->7I«Sa. 

?1TO1-Iiailil. 
noiV-IMUE.. 

■"nu-MDR.... 

iWH-IOUS... 
PMO-9HE.... 

fvasa-uicK. 

P1SMV-1U7U.. 


GUlMpt*  LouUnc  Co 

BtthhiMm  LduUv  Co 

Cribbau  &  StitouCo 

CantidB  Inmiution  of  Wvhlng- 

Locomoblta  Co,  of  America 

MldTBle  StMl  &  OrdnaDoa  Co 

UMn  County  Elsctric  Co 

DDiii«t[p  Coke  CorpontloD 

filrmlii(buB  Coke  it  Bj-PniixXs 

toMrnkUoDil  Coal  Produeti  Cor- 
pora tlou. 
Donnor-UnJou  Coka  CorpormllOD . . 

Wejt  PdinsytVMiiB  Power  Co 

BuquesBe  Power  Co 


Plant  lor  n 

then. 
PlBnllor  muiutarture  of  m- 

obloD  optics  lor  Dre  controL 


equlpmen 
Inill-lbrri 


ConsUiKtian  of  Morage  ware- 

Powf  r  plant. 

By-proaucl  roka  oveD  plant. 

Land  and  biJIdlng)  Tor  br- 

piodiict  coke  ovrn  plant. 
Land  and  biiildlnxstoi  carbo- 

B  v-product  coki  plant. 
ElertricalpowerpJanl. 
Addillonal    equipment    to 
power  plan  I. 


141211— 20— VOL  a^ 
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2522  WAR  EXPBNDITDBES. 

In  connection  with  the  testimony  of  Mr.  Andrew  Stewwt. , 
countant,  page  2371  of  the  record,  the  following  letter  and  stat^ 
has  heen  received  by  the  committee,  which  is  now  here  inserted  iaj 
record  : 

W*B  Dkpabtment,  Fikascb  Sebtzce. 

OmCE  OF  THE  DlBBCTOR  <V  Flt«A>CK 

Wathington,  itfo*w»ft«r  Jl,  11-., 
Mr.  N.  H.  Shaw. 

Clerk  Select  Committee  on  Expenditures  in  War  Department, 

Eovie  of  Bepretentativet,  Wathinfftoi^  D.  C. 
Deab  Sib  :  1,  Inclosed  please  find  memorandum  showlne  tbe  amonnt  n<vi 
from  the  sale  ot  war  materlala.  which  has  been  credited  back  to  the  same  »^ 
priation  to  which  the  original  cost  was  charged. 

2.  This  information  has  been  compiled,  to  tbe  best  of  my  ability,  from  tb-.j 
books  of  the  several  bureaus  now  under  the  Jurjadlctfon  of  tbe  Direct:;  i 
Finance. 

8.  I  regret  that  It  has  taken  so  long  to  supply  the  flgnres,  but  I  toanC  il  «i 
more  of  a  task  than  I  first  Imagined. 
Tours,  very  truly, 

H.  L.  RoBi!«0aii. 
Chief  Accountant,  ^^'wndinjf  DlvUion,  Office  of  Director  of  Fimma 

Receipt*  from  »alei  of  tear  material  crediteil  hack  to  the  oriffinal  approprittaii 
to  tchfcft  the  original  cort  wot  charged. 

Quartermaster  Corps: 

General  appropriations,  1919 $14S,OCSa.3 

Mileage  to  officers  and  contract  surgeons,  1919 lOLSilij 

Supplies,    services,    and    transportation,    Quartermaster 

Corps,  19W-18,  act  June  15,  1917 l,8(0.3S7.a 

Supplies,    services,  'and    transportation,    Qoartermaster 

Corps,  1918 126,7B3.7«.' 

Barracks  and  quarters,  1918 ia,5n:i 

Air  Service,  military,  1919 38.067.* 

Air  Service,  production,  1919 2,49S,SB3.« 

Ordnance  stores  and  supplies,  1919-20 6,6SG.4^ 

Ordnance  Department : 

Ordnance  service,  1919 6,490.1' 

Onlnance  stores,  ammunition,  1917-18,  act  June  15,  1917__  2, 150.  OOn  ii- 

Ordnance  stores,  ammunition,  1818-19 l,00O.O77,<7 

Ordnance  stores  and  supplies,  1919-20 fiiT 

Small-arms  target  practice,  1918-19 820,4BIS 

R.  O.  and  O.  S.,  1919-20 9,K5.ti 

Manufacture  of  arms,  1918-19 9D0.« 

Manufacture  of  arms,  1919-20 ltB.HK 

Automatic  rifles,  1918 lia* 

Automatic  rifles,  no  year 1, 75O,00aU' 

Armament  of  fortifications  B 55,601% 

Armament  of  fortlflcatlons  C 4, 009,  OH  7! 

Air  Service:  Increase  aviation  Signal  Corps SUkSSELtt 

ToMI 288. 601.3916: 

In  connection  with  the  testimony  of  Col.  Charles  T.  Harria,jr, 
pages  436  to  444  of  the  record,  given  on  August  13,  1919,  on  October 
28,  1919,  the  following  letter  and  exhibit  were  received  by  the  snL- 
committee,  which  are  now  here  inserted  in  the  record : 

War  Depaktubnt,  AuHunmon  Division. 

OmcB  OF  THE  Chief  of  Okdrance, 

Waihington,  Ootober  IS,  193i. 
Hon.  WiLUAu  J.  Orahau. 

Chairman  Select  Committee  on  Expenditures  in  War  Deportment, 

Wathrngton,  D.  C. 
Subject :  Itemized  report  on  artillery  ammunition. 

Sib:  I  am  directed  by  the  Chief  of  Ordnance  to  forward  herewith  u 
Itemized  report  on  artillery  ammunition,  giving  by  caliber  the  lufonnatloo  n- 
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quested  by  you  od  eoDtracts  and  overseas  shlpmenta,  In  so  tor  as  the  ammuiit- 
tloa  division  bas  b^en  able  to  obtain  contract  data. 

2.  iDformatloo  covering  expeodltures  against  a  number  of  contracts  Is  not 
sho^n  In  tbe  report,  due  to  tbe  fact  that  no  records  covering  same  are  avail- 
able In  tbis  office.  As  soon  as  this  Information  has  been  received  from  tbe 
district  offices,  ttarongh  the  director  of  Bnance,  a  tabulation  will  be  prepared 
and  forwarded  to  complete  the  report. 

3.  The  Items  for  which  no  Bgures  on  expenditures  are  available  are  as  fol- 
lows: 


Cillber. 

Contncti. 

CaUber. 

ConU«U. 

1 

i 

S  Indus 

e.ImchM 

4.?  India 

Reqkectfnily. 

C.  T.  Habbib,  Jr., 
Colonel,  Ordnance  Department,  United  State*  Army, 

Chief  AmmMnitian  Divition. 

OcTonn  SI,  1919. 
CoL  C.  T.  Haxbis,  Jr„ 

Ordnance  Departntent,  Washington,  D.  C, 
Deab  Sot:  Referring  to  your  letter  of  October  23,  RHHimed,  B-4-318;  yoa 
state  In  your  letter  that  no  figures  on  expenditures  are  available  for  certalo 
contracts.    Will  you  Inform  na  the  reason  for  this? 
Very  truly,  yours, 

W.  J.  Okahau, 
Chairman  Select  Committee  on  Expenditure!  in  the  War  Department. 


AifMurtmoN  Drvisios, 

Was  Depabtuent, 
Office  op  the  Cuibt  of  Obdnarcb, 

Watbtngton,  November  6,  1B19. 

in  Bipendiluret  in  War  Department, 

Wathington,  D.  O. 
Subject:  ConfTocf  data. 

Sib:  1.  I  am  directed  by  the  Chief  of  Ordnance  to  acknowledge  your  letter 
of  October  31.  1919,  Hie  OMA  160/650,  relative  to  expenditures  on  contracis 
given  on  report  furnished  you  under  date  of  October  23>1. 

2.  Inasmuch  as  the  disbursing  officers  are  cttuated  at  the  various  manufac- 
tnrlng  plants  or  at  the  district  offices  and  being  responslhle  for  all  financial 
matters  coming  under  their  control,  all  Information  relative  to  expenditures 
on  Individual  contracts  mnst  be  obtained  form  them. 

3.  Of  the  1969  contracts  on  which  tbe  expenditures  were  lacking  at  th6 
time  of  furnishing  Che  report,  Informatloo  has  been  received  on  approximately 
75  per  cent  and  the  balance  are  coming  In  dally.  This  Information  is  bemit 
tabulated  as  rapidly  as  the  personnel  will  permit  and  will  be  furnished  yon 
at  the  earliest  pdsslble  date. 

Respectfully, 

Crab.  M.  Steesb, 
Colonel,  Ordnance  Department,  United  State*  Army, 

Acting  Chief,  Ammunition  Dtriaitm. 
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Anmunihon  report  for  Congranonal  CommilUe  on  EzpmdUurt*  in  War  Dt 


Item. 

ConlncU. 

•^Sasi,,-^ 

CUlbor 

„.».,. 

Tn». 

bcrof 

Total 
vahl..! 

tx^M. 

n»t«d 

lou!'' 

87  mm 

Bbelt    ud 

's 

3 
13 

11*3,^ 

7,  MO 

117.  MI 
t3S,M0 

I3,W7,3M 

■   aB,fBO 

*».m 

sssrs-.v. 

Do 

Do 

Do 

4»,«3 
<l,2*l,l» 

dliks. 

l.0Ba,M0 

Si"!""*''' 

a,'B« 

884 

403,  111 
178.970 

n 

lll,Hl,01B 

T,M4.7M 

3.000.W 

RiwrniMrltl.. 
Do 

104 

1 
% 

as 

! 

i 
J 

*ia;iit 

1S3,0«0 

3;«7;m7 

3,814,038 
■i»7  87S 

0,07B,888 
I,n6.M0 

73,7'd,842 
M7,81B 

AHlSS 

S^;:;:;;::;;;; 

i;  ml  143 

Do:::::::: 

Do 

BuBravOTS 

LMd  dlikandealUnt 

110,803 

.3,03S',?M 

3;Doa;826 

5,m 

Do 

AdapMn  and 

Wood  »d.pMr  plugs... 

3,089,  lt4 

Ctitrtdrwi 

Do 

Do 

Oomnlate 

°1^;:;; 

ExplniVH.... 
Do 

Do 

Do 

S, 413,300 

-a^""- 

03,141,018 

8,n7,BM 

30.000 

•.« 

,,{S:S 

PankiuKboiM 

T.    N.    T.,  e.IM.SM 
pouiidi.allA.«0. 

8^*Jl3poundj.»t 

T«ervi;M.B87poundi, 
al  KM. 

3,137,303 
«8,147 

40.308 
S48.140 

' 

Sll  pounds,  al  13.17. 

1 

r  cipIoalTo  OT  «artrtd|rc  bat  matciWLa 


B  varloua  isllben 


imponnits  ol  ureral  callben. 


iipmded' 


column.    In  a 


I  IndudBS  iDcreaaed  bclUtluind  aettlonunlolelaima. 
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AmmunUUM  report  for  Congressional  Committee,  etc. — Coatlnued. 


Itnn. 

(Uiber. 

..^. 

Typo. 

gi 

H. 

.™., 

Fkata) 

rind. 

Do 

Blark  powderUTS.I  It 

SmokeleM    powder, 
l,444,SUpoimdi,at 

•0.501. 

t»4.H4 
12.!84,3»4 

BBS 

IW3,MI,0M 

RavmaMna]. 
Do 

1 
1 

U 
H 

'■'4  is 

■!;SS 

71  Ml 

w 

4,007,077 

ii,5nn,3B5 

'823;  100 

'■'is, 

11,715;mT 
3,SS».4iO 

js.noo 
«,a«2> 

183.800 
213.321 

108,770 

aii.ni 

'•W 

""iS:;::::: 

Do 

Do 

L«id  disk  and  calk- 

2,382, 0S2 

i,03s.aoi 

Adaptoi'  tod 

W^^diSupVar'^ii^.:. 

«02,821 

ll,S«3,774 

l,8S8,ei 

Do 

s;: 

EiplodvM.... 
Do 

Do 

Do 

Do 

Do 

Brara   outiidge  oue 

8,0Si.BU 
l«3,4»2 

PaeUncboitt 

T.     fT  T.,     8«1,0S1 

T.lrjl,lM4Hl™m'l>, 

4.731  pounds,  at  83.17, 

Bm^kala»    poWdor, 
4QM8  pounds,  at 

430, 47e 

i».m 

143,313 
14,  W7 
lM.30a 

a.»»,a88 

142 

T4,8M.a04 

J7,323,41« 

RawmaWrlal. 
Do 

101  1       4MI,084 

36   ag,M3:aie 

11          S80,S34 
14       S,  279, 139 

",••"■»■ 

XJ     lB.a5,,81 

174,796 
a,478,7« 

'io»;fle9 

g:::::::: 
dS:::::;:: 
Do 

Shrapiul  balls. 

1 

f;S:?S 

p«£:::::-: 

1 

W^^i^r^ugs... 

2,3871344 
823, 8SS 

Do 

rouDda. 

'*'i^'*^^''^ 

3,136,872^373,332 

'      1 
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It«m. 

c.»». 

CUiber 

lUtwtai. 

Type. 

» 

Total 
vahw. 

ei^d^ 

1^ 

IT-ta* 

Erpk«lv«... 
Do 

Do 

Do 

Do 

Do 

Do 

i 

s 

1 

Siisr--''-" 

iiJiSi 

' : 

47,669     pounds    at 

ta.m. 

amokelsM    powder, 

179,043 

78.131 
49,384 

5,»a» 

17,807 
1,M0,"4 

'   L... 

1 !.._ 

1 ! 

1 

1 

1 

1 

1 

1    ; 

439 

l»,4«.«44 

J1,773,7W 

373.93  ;  17.0W  :    M,* 

Bar  material. 
Do 

«J'::.:-.- 

7« 
9 
S 

i 
i 

10 

i 

IS 

m,4St 

,  ,^-m 

7,964;  169  {*B;36d;3iB 

g::;:::;: 

**.*" 

I«ad  dl9k  and  mik- 
ing wire. 

S;S 

09,989 

310;87S 

1 _ 

Adapten  and 

'fc::::: 

1               j 

Woodadap'tii'piiiip... 

J 

279,013 

198  909 
71,918 

SEE 

EiplonlvtB.... 
Do 

Do 

Do 

Do 

Do 

Do 

CettridKe  bag 
material. 

Do 

161,040 

■■"."iw  

Metal 

!_._.. 

^;SS 

PackWbiiffl 

pounds,  al»0.S6. 

^^jgf^'po^r^ 

T|'-j!;a,963  pounds, 

Mmtui^*   fulminate, 
3  934     pounds,     at 

Black  powdor,  IM.IM 
Smokeless       powder, 

Kisr  """■■' 

Bat;    cloth      611,906 

yards,  at  »0,BSZ2, 
iKnlter  cloth.   69,200 

Silk*    ihtead       1,966 
pounds,  at  i8.  TO. 

348,049 
306.267 

S»,858 
12,471 

9.000 

41,984 

3,376,734 

337,674 
11,149 

:::::!:::;':;::: 

aOS  [21,081,940  18,890,102 

11.  ,20 
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Itam. 

Eqwdltloaary  Forca. 

CaUbv 

Typa. 

Num 
bero 

H. 

.JSXS 

FloaUd 

& 

s 

nrad. 

RawDutarial 

"i?r';... 
R::::::: 

Do 

§S:::::;: 

« 

g 

! 

a 
u 

13 

3 

-,- 

110,075,111 

!S;S! 

'■as 

1,»>000 

140,000 
l,31«,GIS 

Tseooo 
i,a«,;s7» 

iO,lll,77!t 

14,3S0 
3,218,810 
2,456,314 

121375 
183,753 

1«3,0I)0 
221,133 
1,272,4» 

L«td  dlst  and  ciifc 

lX'^E;^ 

1 

SI 

■■■Is 

Adapters  and 

1 

WoodaSaptar  plugs.. 

Do 

KiplodTM... 

Do 

•Do 

Do 

Do 

Do 

Do 

Do 

Do 

^0^028 

Metal 

38,  SOS 

I'aoWng  boias 

T.    N.    r,    6,088,1M 
poondiallO.M. 

X>344,S33po(milBa( 

T<ti7l,'lt7,lfl3pouiidi 

Mereu^lnlmlaale, 

2,020  pounds  al  13.17. 
AmmoDlom  chloride 
072,327    poonda    at 

BlMktovrder,  833,13* 
pounds  at  td.ll. 

S10,U1    pounds'  a( 

Bag'^tb,  13.JH,T41 
sg™     yard,     at 

Ipilter  oloth,  724,7TB 
gujra    yard,    at 

Bilk     tbnad.     40,434 
pounds  at  15.70. 

2;S4a,'079 
3,051,M5 

141, 4«S 

t.im 

«,M1 

a06,784 
10,358,777 

7,»7,1B0 

401,888 

230,474 

818  i428,«0a.4fll  ■IBS.SII.W 

304.028 

Raw  material. 

«h.nh 

as          7K,119  ,       27,4m 

1 

M,051,9«7  |11,&1?,4« 
9, 147. 9 W  !  7,0»4,77O 

sto'.m 
I'.nriC.iuii 

Mi,  0)0 

Kiiouo 

JS:::::::: 

Lead  disk  and  cal'libw 
wire.                       ^ 

1 

1«;409 

Adapl«^";id 

1 

.  ■"■•:•. 
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Ammunition  report  for  Oongreational  Committee,  etc. — CoattnvnA. 


"Sl^' 

p»oi<iiibi«« 

Tem'T,  E3,7S1  pounds, 

HK.V). 
Uercurr      fulmtnaU, 

3,WIpaUDd9,Mt3.1T. 


K.hi.  *""""' 

Bteok  powdn',  Bl, 
poundB,  at  I0.3S. 


i,H4  ,«vi  uuuDda,  ftl 

aag  thth,  1^7,104 
•qnara  yird*.  >t 
KI.B7S7. 

[fniur  cloth,  I17,«0J 
TBTds.attO.OMI. 

ufk    (hTMd,    a,Bii 


Si        ::::::::::: 

Adapted  ^ 

LoMUlW 

Woodidsptwplogt.. 

c^2£.... 

PirldnubcaM 

,sso,Ma  pouD 

•O.lfi. 
TMrfl,  11,366  PC 

at  KM. 
Hernur      tulni 


Smakckn       powda 
S,OSO,031  pcunds,  ■ 

to-w). 


1,073,177 

i,is7,an 

«,(» 
a,  Ml 

18,149 

3D,3tI 

i,Ki«,aea 


136,  MT 


39,613,  Ml 
10,«M,I«9 
t,  815, 161 


380,000 
:,'3U,'6M~ 


Ti7,B07 
19,139 


IS,  SI  I 
1, 637,  Ml 
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^ 

COBtl«OU. 

E^lttlonuy  Forma. 

CUOmt. 

UitnW. 

Typo. 

boror 

oon- 
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.In  connection  with  the  testimony  of  Mr.  Andrew  Stewart,  pages 
2365  to  2373  of  the  record,  the  following  letter  has  been  received  by 
the  committee  and  is  now  here  incorporated  into  the  record : 
Wab  Depabtmeivt,  Firance  Sesticx, 
Office  of  thb  Dibectok  of  Finakck, 

Washington,  December  IS,  1919. 
Hon.  WiLUAU  J.  Gbabau, 

Chairman  Select  Committee  on  Eitpendtturei  in  War  Department, 

Eovse  of  Repregentatire*. 

My  Dear  Mr.  Gbahau  :  I  am  In  receipt  of  the  printed  report  canylDg  tb»  state- 
ment of  Mr.  Andrew  Stewart,  public  accountant,  who  made  an  exhaustive  examl- 
nntlon  of  the  flnanclal  records  in  the  office  of  the  Director  of  Finance  for  the 
purpose  of  checking  up  the  financial  statement  made  to  your  committee  by  tlic 
Director  of  Finance  under  date  of  June  23,  1916.  Allow  me  to  preface  what 
comment  I  have  to  make  thereon  by  the  statement  that  we  found  Mr.  Stewart  a 
most  competent  and  capable  accountant.  The  problem  that  he  faced — tbe 
analysis  of  a  statement  covering  an  actual  expenditure  of  approiloiately  BtteeD 
billions  of  dollars — was  probably  the  most  extraordinary  financial  ciamlnadon 
that  an  accountant  ever  attempted ;  and  when  one  considers  the  fact  that  be  had, 
as  I  understand,  no  previous  experience  with  War  Department  appropriatlMis 
and  War  Department  methods,  the  result  he  achieved  is  a  great  tribute  to  bis 
ability. 

The  discrepancies  to  which  he  points  In  hla>report  are  apparent  rather  than 
real.  On  page  23^.  wherein  he  makes  reference  to  differences  In  figures  for- 
nlshed  by  the  finance  service  and  those  compiled  by  himself,  It  nlll  be  noted  that 
the  total  amount  reported  by  finance  exceeds  that  reported  by  Mr.  Stewart  by 
$13,841,450.52.  This  apparent  discrepancy  Is  accounted  for  by  the  fact  that 
deposits  from  receipts  of  sales  made  prior  to  February  28,  1919,  not  of  record 
in  this  oflloe  when  the  finance  statement  was  prepared,  were  Id  transmit  aod. 
although  made  prior  to  the  preparation  of  the  finance  report,  did  not  enter  Into 
the  records  of  tbe  office  of  the  Director  of  Finance  until  a  later  period.  Thttr- 
deposits  would  be  made  of  record  In  finance  ledgers  under  dale  od  which  the 
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Treasory  Department  credited  these  amounta,  altboueh  the  actual  entry  would 
not  be  made  until  considerably  afler  that  date.  Mr.  Stewart,  In  compiling  bis 
flgnres  at  a  comparatively  recent  date,  would  take  these  deposits  Into  considera- 
tion, while  the  finance  statement  at  the  time  of  its  pr^aratlon  could  not  have 
considered  these  amounts,  not  having  at  that  time  recelTCd  the  report  of  the 
deposits  from  the  Treasury. 

The  upjiarent  rtl=ert>pancles  which  he  (llseloses  where,  according  to  his  study 
of  the  finance  service  report,  one  bureau  was  overstated  by  a  certain  amount 
and  another  bureau  understated  by  a  certain  amount,  are  ilue  to  the  fact  tbat 
interbureau  procurements  Involving  millions  of  dollars  were  made  during  the 
war  whereby  various  War  Department  bnreaus  made  purchases  for  other  War 
IVpartment  bureaus  and  paid  for  such  supplies  from  appropriations  made 
available  by  Congress  tor  the  bureaus  which  submitted  the  requisitions  for 
supplies.  This  policy  was  made  necessary  by  the  condition  that  existed  early 
In  the  war.  There  were  five  Independent  supply  bureaus  in  the  War  Depart- 
ment Each  one  of  these  tlve  supply  bureaus  had  Its  own  appropriations,  exe- 
cuted Its  own  contracts,  made  Its  own  purchases,  paying  for  same  under  Its 
own  syslen)  of  expenditures  and  Its  own  system  of  accounting.  It  was  found 
as  a  result  of  this  system  that  War  Department  bureaus  were  competing  against 
each  other  In  the  market  for  a  class  of  supplies  common  to  several  of  the 
bureaus  and  supplies  which  were  restricted  In  quantity.  To  obviate  this  tin- 
fortunate  condition  of  things  the  purchase  of  an  artlcl*  common  to  two  or 
more  bureaus  was  assigned  to  some  particular  bureau.  I  may  illustrate  this 
by  cnlling  attenllon  to  the  condition  that  existed  relative  to  the  purchase  of 
■utomoiive  vehicles,  such  as  trucks  and  automobiles.  At  the  time  of  the  declara- 
tion of  war  with  the  Central  Powers  all  supply  bureaus  of  the  War  Department 
were  purchasing  trucks  and  automoliiles,  buying  dlfTerent  classes  of  vehicles 
and  competing  ai^alnst  each  other  In  the  market.  The  purchase  of  all  supplies 
of  this  character  was  ai<sl):neil  to  the  Quartermaster  General,  aud  If  the  Ord- 
nance Department  required  trucks  they  would  submit  their  requisition  to  the 
Quartermaster  Generiil  with  specifications  and  complete  Instructions  and  the 
Quartermaster  General  would  make  that  purchase  when  he  bought  trucks  for 
other  bureaus  which  made  similar  requisitions.  Sucb  purchases,  while  appear- 
ing on  the  books  of  the  Quartermaster  General,  are  properly  Ordnance  De- 
partment expenditures,  and  are  included  in  finance  service  statement  as  an 
Ordnance  cost. 

Mr.  Stewart  did  not  take  Into  his  confidence  anyone  In  this  office,  so  far  ss 
can  be  ascertained,  relative  to  his  course  of  procedure  In  preparing  his  report, 
so  that  this  office  Imd  no  opportunity  of  knowing  whether  or  not  his  figures 
Justified  the  finance  service  statement.  Presumably  he  had  good  reasons  for 
making  his  report  as  he  did  entirely  Independent  of  anyone  In  this  office,  and, 
as  stated  above,  it  was  a  most  exbsustlve  study  which  he  made  of  War  Depart- 
ment ai>proprlatlons. 

On  page  2368  the  question  was  asked  by  the  chalrmon  of  the  committee  rela- 
tive to  J^.OOO.OOO  paid  to  the  Navy  Department  and  Included  In  the  quar- 
termaster exiH'nditures.  In  that  question  you  expres.sed  a  desire  for  knowl- 
edge of  the  purpose  for  which  this  payment  was  made.  This  amount  was 
transferred  under  provisions  of  the  act  approved  March  4.  1915.  to  the  Navy 
ledger  account  by  the  Treasury  upon  request  of  the  Secretary  of  War  to  permit 
direct  expenditure  from  that  appropriation  by  the  Navy  for  rqulrs  and  oper- 
ating exjienses  of  vessels  which  the  Navy  was  operating  for  the  Army,  the 
Navy  Department  having  estimated  the  amount  required  for  this  purpose  at 
(5,000,000.  Since  this  amount  was  charged  against  the  War  Department  appro- 
priations when  the  tranafei'  by  thi-  frensurj'  was  made,  It  was  necessarily 
chained  otl  on  the  records  of  this  office. 

On  the  same  page  of  the  hearing  the  chairman  of  the  committee  made  inquiry 
relative  to  an  Item  of  S209,000,000  paid  to  the  Bureau  of  War  Risk  Insurance, 
Treasury  Department,  from  the  funds  of  the  Quartermaster  Corps,  and  asked 
Information  relative  thereto,  which  Mr.  Stewart  vei-y  naturally  was  unable  to 
answer.  Deductions  from  pay  due  enlisted  men  of  the  Army  are  made  by  Army 
disbursing  ofiicers  to  cover  allotments  made  by  enlisted  men  to  their  dependents. 
Payment  of  these  allotments  to  dependents  under  regulations  were  made  by  tbe 
Bureau  of  War  Risk  Insurance  In  the  case  of  compulsory  allotments  and  Class 
B  or  voluntary,  allotments,  which  carried  a  Government  allowance.  The  Army 
dl^urslng  officers  acted  as  collecting  agents  for  the  Treasury  Department  in 
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such  cases  and  it  was  necessary  for  tlie  War  Department  to  transfer  to  the 
Barean  of  War  Risk  Insurance  these  deductions  made  from  the  pay  of  aoldlen, 
BO  that  the  fuDds  would  be  available  for  payment  to  the  benefitriarlefl.  When 
these  amounts  were  actually  transferred  from  the  control  of  the  Director  of 
Finance  it  was  necessary  on  office  records  to  charge  off  the  amounts  so  train- 
ferred. 

On  p»ge  2370  of  this  same  bearing  the  cbalrmaa  of  the  committee  made  In- 
quiry relative  to  crediting  funds  received  from  sales  to  appropriations  and 
utilizing  these  receipts  for  disbursements  thereunder.  Mr.  Stewart  referred  to 
the  fact  that  the  system  whereby  these  receipts  were  credited  to  appropriaUma 
has  recently  been  changed,  so  that  the  money  so  realized  will  go  directly  to  tiw 
Treasury  and  will  not  again  be  available  for  expenditure.  Under  the  provisiou 
of  the  act  of  Congress  approved  July  fl,  1918  (Public  No.  183,  65th  Cong..  H.  E. 
12281),  the  proceeds  from  sales  of  surplus  war  supplies  were  available  for  db- 
bursement  for  purposes  of  the  appropriations  out  of  which  the  supplies  were 
originally  purchased.  The  act  of  Congress  approved  February  26,  ISlfl  (PnWlc 
No.  275,  &5tb  Cong.,  H.  R.  15140),  repealed  this  provision  of  the  act  of  JDly  9. 
1918.  Under  provisions  of  the  act  of  July  9,  1918,  proceeds  of  sales  prior  to 
February  25,  1916,  were  credited  hack  to  the  appropriation  from  whl<±  tke 
supplies  were  purchased,  and  proceeds  of  sales  made  sul>sn]uent  to  Febniar) 
25,  1819,  have  been  deposited  to  the  credit  of  mlBceUaneoos  recelptai  Treaaur 
Department,  and  ar^  not  available  for  purposes  of  the  appropriation  from 
which  the  supplies  were  purchased.  This  accounts  for  the  change  of  systMo 
referred  to  by  Mr.  Stewart. 

As  stated  In  the  early  part  of  this  letter,  Mr.  Stewart  made  a  most  exhau«t»« 
and.  In  the  opinion  of  this  oftice,  an  esceetilngly  able  study  of  War  Departmrait 
expenditures  and  balances.  His  work  was  complicated  by  the  heter<«ene(ias  and 
unscientific  manner  In  which,  throuRh  the  greater  part  of  the  war.  War  De- 
partment expenditures  were  made  and  Wor  £>epartnient  Bnanclal  accounting 
carried  on.  As  he  stilted  at  the  bottom  of  page  2367,  the  bureaus  of  the  War 
Department  did  not  tiave  any  common  system  of  accounting  and  had  not  «i- 
tempted  or  made  use  of  any  common  accepted  system  of  financial  ten>iiaoli.>Ey- 
The  Director  of  Finance,  In  taking  over,  iis  he  did,  by  progressive  steps  the 
funds  and  financial  duties  of  the  various  bureaus,  experienced  the  same  diffi- 
culty of  ascertaining  what  was  meant  by  the  various  financial  stalenients  coo- 
plled  and  submitted  by  the  re9i>ective  bureaus.  As  Mr.  Stewart  states  at  the 
bottom  of  the  page  In  reference,  "  The  same  words  have  been  used  in  different 
departments  to  mean  different  things."  For  example,  it  was  Impossible  to  de- 
termine without  examination  what  was  meant  by  the  word  "  balance  "  in  any 
submitted  statement.  In  some  cases  It  meant  the  Treasury  balance,  and  ta 
other  cases  an  unobligated  balance — two  terms  entirely  dissimilar  and  In  maoy 
respects  not  related  In  any  way  whatsoever.  This  Is  one  of  the  remedies  that 
has  been  applied  under  the  new  consolidated  system,  so  that  when  the  War  De- 
partment finance  consolidation  Is  really  completed  there  will  be  one  accepted 
system  of  terminology  that  will  be  scientific  and  common  to  all  upproprlatiooe. 

Another  difficulty  that  he  experienced  was  that  at  the  time  of  the  prepan- 
tlon  and  submission  of  the  finance  service  statement  the  finances  of  all  of  the 
active  War  Department  bureaus  had  not  l)eeo  taken  over  by  the  Director  of 
Finance,  so  that  some  of  the  finance  statements  furnished  the  Director  of  Fi- 
nance which  entered  Into  his  financial  statement  were  furnished  by  organiea- 
tions  not  Immediately  under  his  control,  but  which  were  imder  the  control  of 
the  Director  of  Finance  at  the  time  he  made  his  Investigation  of  War  Depart- 
ment expenditures. 

Another  difficulty  that  faced  Mr.  Stewart  In  making  his  examination  was  the 
fact  that  because  of  the  rnpld  demobilization  of  the  force  on  duly  in  the  itflice 
of  the  Director  of  Finance  many  of  those  who  were  resiMinslble  for  the  actaal 
preparation  of  the  statement  from  the  office  of  the  Director  of  Finance,  and 
some  of  them  expert  accountants,  had  gone  out  from  the  service  and  were  not 
available  to  assist  him  In  his  Investigation. 

As  staled  by  Mr.  Siewart.  a  new  system  of  accounting  is  being  put  IntP 
effect  as  rapidly  as  can  be  effected  with  the  help  of  the  available  force.  In  con 
nectlon  with  the  extraordinary  amount  of  current  work  which  must  be  per- 
formed. Under  this  system  of  accounting,  all-  War  Department  approprixlont. 
all  War  Department  expenditures,  and  all  War  I>epartment  balances  »HI  be 
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hanOI^  as  one  complete  matter  wblch,  wlieo  perfected,  will  enable  tJie  War 
IVparttiietit  to  (uniish  to  ConKress,  whenever  desired,  o  complete  statement  of 
the  status  (if  apprnprlatlons.  expendllureB,  and  balances. 

At  the  bottom  of  page  2370  and  the  top  of  page  2371,  Mr.  JetFerls,  of  the  com- 
mittee, sales  certain  Information  relative  to  an  approximate  ouBtandlnfC  obliga- 
tion of  »3.000,000.000.  At  the  Signing  of  the  armistice  the  total  amounts  In- 
volved in  contracts  and  procurement  orders  outstanding,  both  regular  and 
Irregular,  was  approximately  $5,000,000,000.  Under  these  cotitracta  a  certain 
portion  of  the  supplies  had  already  been  delivered  so  that  there  remained  to  be 
delivered,  which  was  the  pan  that  was  actually  terminated,  $3,757,117,710.46. 
Of  that  tliere  has  been  settled  to  date  (1373,000,000,  and  we  have  paid  to  settle 
this  obligation  $231,982,817.17. 

Mr.  Stewart,  at  the  bottom  of  page  2372,  refers  to  an  apparent  discrepancy  In 
the  "  working  balance,"  and  this  Is  referred  to  In  the  discussion  at  the  bottom 
of  page  2366.  I  am  at  loss  to  hnow  tbe  meaning  of  the  statement  there,  because 
the  working  balance  Is  a  varying  figure  and  the  amount  of  the  working  balance 
as  It  existed  at  the  time  of  the  submission  of  tbe  report  by  the  Director  of 
Finance  has  little  or  no  bearing  on  the  statement  of  the  working  balance  at 
the  time  of  Mr.  Stewart's  Investigation.  It  might  have  been  more  at  that  time 
or  It  might  have  been  less,  depending  entirely  upon  the  demands  from  the*fleld. 

I  felt  that  you  were  entitled  to  something  of  an  explanation  in  view  of  Mr. 
Stewart's  report,  and  I  take  this  opportunity  to  assure  you  that  the  report  as 
furnished  by  the  Director  of  Finance,  which  Is  Incorporated  In  the  hearing  under 
dale  of  June  23, 1916,  was  as  accurate  an  exposition  of  the  statement  of  expendi- 
tures and  balances  of  the  War  Department  as  could  have  been  furnished  at  that 
time,  and  there  is  notlilng  tn  Mr.  Stewart's  report,  after  his  careful  and  exhaus- 
tive study  of  tlie  books,  to  Indicate  that  the  statement  was  In  any  way  inac- 
curate but  Is  Id  fact  a  Justification  of  the  report  as  submitted. 
Very  truly,  yours, 

H.  M,  LOBD, 
Brigadier  Q«neral,  Director  of  Firumce,  Vnitea  States  Armv. 
In  connection  with  the  testimony  of  Col.  Odus  C.  Homeyj  pages 
1701  to  1717  of  the  record,  the  following  additional  information  has 
been  furnished  by  the  witness  to  the  subcommittee : 

Obdnancb  Depabtuent, 

Unhxd  States  Abmt, 
JacktotwtUe,  Tenn.,  November  20.  19X9. 
Mr.  N.  H.  Shaw, 

Cf«rJt  Select  Committee  on  Expenditure*  in  the  War  Department. 

Route  of  Repretentativea,  Wathington.  D.  C. 
Deab  Sni:  1.  I  found  your  letter  of  November  10  waiting  for  me  after  an 
absence  of  some  time  from  my  ofllce,  and  I  hasten  to  send  you  herewith  a  list 
of  the  different  types  of  buUdtnga  on  the  Old  Hickory  Reservation  outside 
of  the  manufacturing  plant. 

2.  There  was  some  delay  In  preparing  this  list,  as  I  found  upon  my  return 
here  that  all  of  these  buildings  had  not  been  Included  In  the  original  list,  and 
It  was  necessary  to  have  estimates  of  the  cost  of  a  number  of  buildings  pre- 
pared before  an  accurate  list  could  be  furnished  to  you. 
Tours,  very  truly. 

Odds  0.  HoanET, 
tAevitnont  Colonel  Ordnance  Department, 

United  Sttttei  Armu,  Commanding. 
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Obdnance  Depabtuent, 

UniTED  States  Axkt, 
Jackfonville,  Teitn.,  November  ti,  1U9. 
From :  Comma n(lln£  officer  Old  Hickory  powder  plant 
To :  N.  H.  Shaw,  clerk  Select  Committee  on  Expenditures  In  the  War  Deptn- 

ment,  House  of  Representatives,  Washington. 
Subject :  Addltlooal  list  ot  houses  in  Tillage  at  Old  Hickory  powder  pUnL 

1.  Referring  to  my  letter  of  the  20th  instant  (file  OH  600.151/12),  wftt 
which  I  forwarded  a  Itst  of  the  hoases  In  the  village  at  this  plant,  I  flnd  tbti 
through  clerical  oversight  the  following  constructions,  coDstltutlog  wbti  ii 
known  as  the  "  Mexican  Tillage,"  were  omitted.  1  will  a^k  you,  therefore,  to 
add  to  the  list  which  has  been  sent  you  the  following: 


Type. 

ST 

Uon. 

■SS!' 

ktod. 

■^ 

4,0U 

U 

Oddb  C.  Hornet, 
Lieutenant  Colonel,  Ordnance  Department, 

Vntted  State*  Army,  Commanikf. 
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In  connection  with  the  testimony  of  Gen.  C.  C.  Williams,  pages 
1577-1578  of  the  record,  the  following  information,  requested  Octo- 
ber 10,  1919,  was  furnished  on  November  22,  1919,  and  is  now  in- 
serted into  the  record : 

AKMUNiTtOR  DinsioiT,  War  Dbpabtuent, 

OmcE  or  THE  CHtET  or  Osdnahcb, 

WatMngton,  November  «Z,  1919. 
Mr.  Nkwtor  H.  Shaw, 

Clerk,  Select  Committee  on  Expenditure!  in  War  DepartmetU, 

Wathington,  D.  C. 
Subject :  Powder  expended  by  tbe  A.  E.  F. 

1.  I  am  directed  by  tbe  Chief  of  Ordnaoce  to  advise  you  that  yonr  letter 
of  November  10.  relative  to  tbe  amoaut  of  i>ower  used  In  the  war,  has  been 
referred  to  this  office. 

2.  A  report  covering  the  above  subject  la  attached,  giving  the  amount  of  pow- 
der flred  by  the  A.  E.  F.  up  to  November  11,  1918,  both  in  tralniog  and  In  com- 
bat, tDcludlng  Preach,  British,  and  American  ammunition. 

J.   H.   PXLOT, 

Colonel,  Ordnance  Department,  United  State*  Army. 

Chief,  Ammunition  Divition. 

Potcder  expended  by  the  American  Expeditionary  Forcet  up  to  Nov.  11,  1918. 

Artillery  ammunition : 

Calibei^  Pounds. 

75  mm 11,858,688 

4.7-lr.ch 3T9, 689 

155  mm 22, 406,  S21 

frlnch 9,333 

8-lnch 677,175 

9.2-inch 142, 738 

57  mm 173,674 

Total 85. 146,618 

Small  arms  ammunition : 

Caliber  30 ." 2,  T30. 767 

8  mm 115, 843 

Caliber  46 375, 943 

Total 3.222.553 

Trench  warfare  ammunition: 

3-incb  trench  mortar 57,811 

58  mm.  trench  mortar 2,232 

6-lnch  trench  mortar 14,889 

240  mm.  trench  mortar 14,379 

Total 89,411 

Grand   total 38.458.582 

PiKurea  show  traounts  expended  In  tralnlos  of  troops  and  in  combat,  and 
include  French,  British,  and  American  ammunition.  The  statistics  were  ot>- 
talned  from  the  latest  report  from  the  A.  B.  F.  received  November  12,  1919 

NOVBMBES  22,  1919. 

(The  subcommittee  adjourned  at  10.30  a.  m.  to  meet  at  the  call  of 
the  chairman.) 
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Add,  picrir.    (Su  Picric  Add.)  P*ic. 

Acts.  Mjurh  2,  oonetructinii  by  Vi'ai  Department  with  respect  to  iuicoiiiplet«d 

contracts 1864-1867 

AdjuBtment  of  claims.    (Ste  Claims.) 

Adjutant  General,  clerks  employed  by  and  storage  of  records  of 1282 

Advertisement  for  sale  of  surplua  metalB 1717-1723 

Air  Service,  moneys  received  for  sale  of  war  materials  of,  credited  back  to  appro- 

~  '   " '   n  from  which  purchased ■  3522 


Afliee 


Allocation  of  powder  to 1617,1620,1642 

Shells  and  ammunition  purchased  from  by  United  States  for  forces  in  France    1588 
Allocation  of  metal  for  use  in  manufacture  of  cooks'  cheats,  fireless  cookers. 

and  bread  cans 1345.1360 

American  Brake  Shoe  Co. : 

Inspectors  at  plant  of 1782 

Inventory  of  stock  and  shortage  discloaed 1776 

Thefts  by  employees  at  plant  of 1790 

American  Can  Co. : 

Offer  for  tin  plate  salvaged  in  connection  with  contract  of 1237-1306 

Settlement  of  claim  for  manufacture  of  cans 1287-1306 

A.  E.  P.,  shipment  of  ammunition  to.  table  showing 2524-2530 

American  Steel  &  Tin  Plate  Co..  letter  to.  from  War  Industries  Board  authorizing 

shipment  of  metal  to  Stein-Bum  Camp  Sc  Field  Equipment  Co 1361 

Anunonium  picrate,  Semet  Solvay  Co.  claim  in  connection  with  manufacture  of, 

adjustment  of 25D9-S516 

Ammunition  (iMobo  Powder): 

Amount  floated,  on  firing  lines  and  fired,  table  showing 2524-2530 

Artillery,  amount  expended  by  A.  E.  F.  up  to  November  11,  1918,  table 

sbowinK 2535 

Caliber  of  and  material  contracted  for  in  manufacture  of,  table  showing  2524-2530 
Contracts,  table  showing  number  and  type  of  for  which  information  is  not 

obtainable 2523 

Purchase  of  from  France  and  England,  testimony  and  correspondence  re.  1588, 

1592-1603, 1618 
R«port  for  Congreesioaa]  Committee  on  Expenditures  in  War  Depart- 
ment   2524-2630 

ShipmenlstoA.E.  P..  table  showing 2524-2530 

Small  arms,  amount  expended  by  A.  E.  F.  up  to  November  11,  1918, 

table  showing 2535 

Trench  warfare,  amount  expended  by  A.  B.  F.  up  to  November  11,  1916, 

table  sbowine 2535 

Used  by  A,  E.  F.  up  to  November  11, 1918.  table  showing; 2535 

Value  of  contjracts  for  material  used  in  manufacture  of,  table  showing. .  2524-2530 
Ancor  Sitrato  Plant  (Cincinnati,  Ohio): 

Appraisal  of,  tables  showing  figures  relating  to 2485-2503 

< claims  for  damages  bv  landowners  on  account  of  work  at 2459-24S5 

Eipenditurea  at,  tables  showing 24G3 

Permanent  buildings  at,  tables  showing  appraisal  of 2488,2489 

Salvage  of,  figures  snowing  aopraisal  value 2503 

Temporarv  buildings  at.  tables  showing  appraisal  figures  of 2489-2503 

Utilities  at,  tables  showing  appraisal  figures  of 248(i,  2487 

Appraisal  of  Ancor  Nitrate  Plant,  tables  showing  figures  of 2485-2503 

Appropriations,  moneys  credited  to  from  sale  of  war  materials 2522 
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Ariflon,  Mr.  E.  E.:  ?» 

Blakey  article  in  Chicago  Tribune,  memorandum  re 19^ 

Connection  with  claim  of  Standard  Steel  Car  Co 1682,  ITir 

ExamioatioD,  by~- 

HoD.  FinisJ.  Garrett  re  settlement  of  claim  of  Standard  Steel  Cir  Co..  7450 
Hon.  W.  J.  Graham  re  setUement  of  claim  of  Standard  Steel  Car  Co.  2431-!«1 
Hon.  Albert  W.  Jefferia  re  settlement  of  claim  of  Standard  Steel  Cir 

Co 2«5,!«! 

Armor  plate,  sale  of  aiirpluB IHS 

Arsenals: 
Rock: 

Water  ... 

Watertown.  telegram  re  reasonableness  of  requisition  for  material  at  BUnd- 

ard  Steel  Car  Co.  plant aWiSWS 

Artillery  ammunition  uaed  by  A.  E.  P.  up  to  November  11, 1918,  table  showiDg.    2^ 

Audit  of  claim  of  Standard  Steel  Car  Co 1875-1900. 1959-196 

Aut«mobi1ee:  , 

Pumiahing  of  for  use  of  ofiicetB  at  plant  of  Standard  Steel  Car  Co 19T(,1U1 

Rental  price  for  construction  of  railroad  at  Marlin-Rockwell  loading  plant,  | 

■  Delaware  City,  Del ItSl 

Aviation  Section,  funds  expended  by  overstated 23K 

Baker,  H.  J..  &  Dro.,contract  for  importation  of  nitrate  of  eoda 13^ 

Baker,  Hon.  Newton  D.: 
Examination,  by — 

Hon.  Wm.  J.  Graham  re  number  of  clerks  employed  by  War  Depart- 
ment in  Washington  and  quarters  occupied  by U^ 

Hon.  Wm.  J.  Graham  re  part-time  employment  of  Mr,  C.  J,  Ranubaij 
in   connection   with   by-product   coke   ovens   and   settlement  of 

claims 127S-12H 

Hon.  Albert  W.  Jefferie  re  contracts  for  by-product  cote  ovens ISJ 

Baldwin's  (Inc.),  subcontract  for  operation  of  commissary  at  aerial-bomb  load- 
ing plant,  Delaware  City.  Del »fl 

Barlow  bomb,  contract  for  manufacture  of ,  by  Marlin-Rockwell  Loading  Co.  IM-IW 
Bayliss,  Mr.  Harry  C: 

Delays  incident  to  manufacture  of  gun  caniagee  by  Standard  Sted  C*r 

Co. ,  testimony  re 1»*9-1»» 

Exaraination,  by— 

Hon.  Finis  J.  Garrett  re  operations  of  Standard  Steel  Car  Co 1*^ 

Hon.  Wm.  J.  Graham  re  operations  of  Standard  Steel  C^  Co 1»H9% 

Hon.  Albert  W.  Jefferis  re  operations  of  Standard  St«el  Oar  Co. . .  IW-IS* 
Belts,  cartridge  (»et  alao  Cartridge  belts): 

Construction  and  quality  of  duck  used  in  manufacture  by  R.  H.  Long 

A  Co : 23?:-3i! 

Benicia  Arsenal  (Calif.): 

CharB/:ter  of  activities  of I^'J5 

Geographical  situ 
Memorandum  re ; 

Raw  material  in  general  vicinity  of,  letter  re "■' 

Benke,  Capt.  H.  W.: 

Examination,  Hon.  Finis  J.  Garrett  re  settlement  of  claim  of  St«n-Bnm 

Camp  &  Field  Equipment  Co 1*   ' 

Hon.  Wm.  J.  Graham  re  settlement  of  claitn  of  Stein-Bum  Camp  A  | 

Field  Equipment  Co Wl    I 

Hon.  Albert  W.  JeSeris  re  settlement  of  claim  <A  Stein-Burn  Camp  A  ' 

Field  Equipment  Co H3<   ; 

Bennett,  Mr.  D.  J.: 

Corrections  in  testimony  regarding  claim  of  R.  H.  Long  A  Co 2191-!!^ 

Hon.  Finis  J,  Garrett  re  contracts  of  R.  H,  Long  A  Co.  for  manuiic- 

ture  of  leather  goods 2159,2163.219S,a* 

Hon.  Finis  J.  Garrett  re  memorandum  ol  Lieut,  R.  R.  Wright  re  sal- 
vage value  of  steel  ingots  in  connection  with  claim  of  Brier  Hill 

Steel  Co Itf 

Hon.  Wm,  J.  Graham  re  memorandum  of  Lieut.  R.  R.  Wrig~ 
vage  value  of  steel  ingots  in  connection  with  claim  of  Lm^  —     ^ 

Steel  Co I* 

Hon,  Wm.  J.  Graham  re  settlement  of  claim  of  Sheet  Metal  Specialty 
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BiOBB,  Bheot,  advertisement  tor  aale  of  surplue IJJi 

Bread,  amount  ahipped  overaeaji !J» 

Bread  cans: 

Allocation  of  metal  for  manufecture  of IW 

Coke  tin  plate  used  in  manufacture,  salvage  value  of 1*40-141; 

Gauge  of  metal  used  in  manubcttue  of ISU 

List  of  contracU  and  orders  for,  and  specificationB 1333,  ITN 

Number  contracted  for 112! 

Number  shipped  abroad IJT 

Explanation  of  reason  for  discontinuance  of  investigalion  of  in  connectiao 

with  contract  of  Standard  Steel  Car  Co 23»< 

OSering  of,  in  connection  with  contract  of  Standard  Steel  Car  Co ITnl 

1755. 19S2-1W 
Brier  Hill  Steel  Cfl.r 

Memorandum  recommending  reduction  in  claim  of 145 

Salvage  value  of  steel  ingots  m  connection  with  claim  of 1427, 1455-14^ 

BrigKB  4  Turivas; 

Bid  of,  for  salvaged  material  at  Standard  Steel  Car  Co.  plant  presented  to 

Claims  Board 21il 

Bid  for  sah'aged  material  at  plant  of  Standard  Steel  Car  Co.,  t«stiinony  re.   1^^. 
1906,1911,  1932.2017-;«a 
Letter  re  bid  for  salvaged  material  at  Standard  Steel  Car  Co.  plant  from  Ur. 

J.  H.  Palmer 20^ 

Offer  for  salvaged  material  at  plant  of  Standard  Steel  Car  Co 2a»9,2*A 

British  Government,  articles  manufoctured  (or  by  Long  4  Co £»* 

Brown,  jr.,  Maj.  B.  E.: 
Examination,  by— 

Hon.  Finis  J.  Garrett  re  settlement  of  claim  of  R.  H.  Long  A  Co.  for 

manufacture  of  knapsacks 2185,  21fW— !I» 

Hon.  W.J.  Graham  re  settlement  of  claim  of  R.  H.  Long  4  Co.  for  manu- 
facture of  knapsacks 2184-21!" 

Hon.  Albert  W,  Jefteris  re  settlement  of  claim  of  B.  H,  long  &  Co.  for 

manufacture  of  knapsacks 21ST-?IM 

Buildings: 

Construction  of,  in  connection  with  Marlin-Rockwell  IxEiding  Co.,  bomb- 
loading  plant 1497,1^4 

Construction  of,  at  plant  of  R.  H.  Long  4  Co i\C 

Dwelling  --"- ^^-^     -^ <r5^-^'-^ ..  -  -.-.-. 

Steele  ,     ,      , 

Long  4  Co.,  claim  for  loss  oii i:.» 

Martin-Rockwell  Loading  Plant,  cost  o( 1659,  IsM 

Old  Hickory  Powder  Plant—  ! 

Degree  of  completeness  of...  "" 


Otis  Elei'ator  Co.,  improvemfnt  of,  tor  manufacture  of  recuperators. . . . 
Permanent  at  A  ncor  Nitrate  Plant,  tableashowingappraisal  figures  of. .  Z 

Standard  Steel  Car  Co.,  amounts  allowed  for  conatjMCtion  of n. 

Temporary,  at  Ancor  Nitrate  Plant,  tables  showinc  appraiwl  figuree  of.  2489-!'' 
Bunk  houses,  construction  of,  in  connection  with  Marlin-Rockwell   loading 

contract  fot  manufacture  of  bombs 

BtiBchee,  Col.  C,  F.; 

Examination  byCommitleereclaimsfordamagesbylandownerB  on  account 

of  work  at  Ancor  Nitrate  Plant 245S-:i^ 

Mr.  John  V.  Campbell  re  claim  for  damages  by  landowners  on  account 

of  work  at  Ancor  Nitrate  Plant 2459-^4 

Judge  Oliver  B,  Jones  re  claims  for  damages  by  landowners  on  account 

of  work  at  Ancor  Nitrate  Plant 2459--^ 

Russian,  Capt.  John  A.,  mention  in  connection  with  investigation  of  claim  of 
P  Stein-Bum  Camp  4  Field  Equipment  Co.  and  Follensby  Bros  mills  . .  143&  U 
B,Uiton,  Mr.  Wm.  S.: 
Examination,  bv — 

Hon.  Finis  J,  Garrett  re  seltlementofclaim  of  Brier  Hill  Steel  Co..   14S0-1' 
Hon.  Wm.  J.  Graham  re  pottlement  of  claim  of  Brier  Hill  Steel  Co. ...     1 
Hon.  Albert  W.  Jefferis  re  settlement  of  cUiim  of  Brier  Hill  St««l 
Co 1447-HoO  1 
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Claima  (*m  alio  War  Claims  Board): 

Standard  Steel  Car  Co.— Continued,  hw 

Individual  items  in,  teatimony  re 20K 

Letter  of  Maj.  C.  L.  Towkebury  re  settlement  ot IWO 

Meeting  re  settlement ISsl 

Officers  present  at  diBcUBaion  of 1816.1(iSl 

Request  for  audit  of ,  by  Col.  E.  S.  Hughes 2001 

Request  for  extension  of  time  on  account  of  delays 19IB 

Reservations  inr^ard  material  reserved  for  Government  use 30^ 

Selection  of  Col.  Reeves  for  settlement  of tUS 

Settlement  of,  testimony  re 1965-1982, 2001-2035, 2101-2126, 23:S-!fl; 

Special  items  directed  to  he  audited  by  Col,  B.  S.  Hughes SOW 

Technical  Claims  Board,  inception  of SOS 

War  Department  Claims  Board,  resolution  of,  re  data  to  accompany  clwma.    SOi 
Claims  Board.  Chicago  District: 

Bid  of  Briggsi  Turivas  presented  to SKI 

Connection  of  Col.  E.  S.  Hughes  with VB! 

Minutes  of.  in  re  claim  of  Otis  Elevator  Co Ki 

Claims  Board,  War  Department:   (See  al$o  War  Department  Claims  Board.) 

Organization  and  membership  of 2106,911 

Procedure  for  settlement  of  claims HIS 

Resolutions  designating  special  membeis  to  act  for  various  bureaus.  2108.11(8 
Claimsfordamasesby  landowners  on  accountof  work  at  Ancor  nitrate  plant.  2490-i4i> 
Clark,  Lieut.  Col.  L.M.: 
Examination  by— 

Hon.  Wm.  J.  Graham  re  settlement  of  claim  of  Otis  Elevator  Co. .  209J-I1» 
Hon.  Albert  W.  Jefferis,  re  settlement  of  claim  of  Otis  Elevator  Co..  2099,2100 

Clerks  employed  hv  War  Department  in  Washington,  teat  re 1281-lK 

Clippinger,  Mr.  W.  W.,  statement  re  claims  for  damages  by  landowners  on 

account  of  work  at  Anchor  Nitrate  Plant 2459-SW 

Clothing,  amount  on  hand  at  Old  Hickoiy  Powder  Plant 170*.  175^ 

Coal  used  at  plant  of  Standard  Steel  Car  Co.,  cost SCI* 

Commissary: 

Marlin- Rockwell  Loading  Co.,  capacity  of 1^ 

Subcontract  of  Baldwin's  (Inc.)  to  operate  in  connection  with  bomb-loading 

plant .........r: TT?  m 

Commission    on     Explosives,     Franco- American.    (Su    Franco- American.) 
Committee: 

Ammunition  report  for 2521-!)!) 

Teetimony  re  claims  for  doraogee  by  landowners  on  account  of  work  at  Ancor 
Nitrate  Plant  given  by — 

Buflchee,  Col.  O:  F 2459-!tS 

Campbell,  Mr.  John  V 24SM4^' 

Clippinger,  Mr.  W.  W 2W9-MV 

Hopple,  Mr 245&-MS 

Jones,  Judge  Oliver  B 24S9-J45 

Mitchell.  Capt.M.F 2459-?t« 

Bobei^,  Lieut.  A.  A 245J-!lfi 

Valentine,  Col.  W.  S 2459-!*^ 

Gongreedonal  Committee  on  Expenditures  in  War  Department.    (Set  Com 

mittee.) 
Construction  Division : 

Operations  and  personnel  of,  teatimony  re IBSJ-l'* 

Ordnance  Department  construction  contracts  carried  by,  table  showing...   ^'^ 
Construction  operations,  Marlin-Rockwell  loading  plant,  testimony  re  ..I644-1''' 

Oonta^ous  diseases  among  workers  in  plant  of  R.  H.  Long  A  Co ^' 

Containers,  bread.    {See  Bread  cans.) 
Contracts: 

Ammunition  purchased  from  France  and  England,  corteepondence  and 

tablesre 1592-lW 

Ammunition,  table  showing  number  and  type  for  which  information  is  not 

,      obtainable 5? 

Ammunition,  value  of  material  used  in  manufacture  of,  table  showing . .  2524-t>' 

Bread  boxes,  list  of,  with  specifications 13fS,I'' 

Bread  cans,  settlement  of  claims  in  connection  with 1287-1^' 

.  Brier  Hill  Steel  Co.,  settlement  of  claim l*r 

Cancellation  of,  for  supplies  for  Marlin-Rockwell  Loading  Plaot If 
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CoDtncto— Continued.  tm^ 

Uncompleted,  conatniction  of  act  oi  March  2  with  respect  ibereio 1S64-1— ' 

\'irginia  Power  Co.,  for  furnishing  electric  power  to  Sitro  powder  platii 

inserted  in  tlie  record irSJ-l'^r 

Wardway  Harnesg  Co..  for  manufticture  of  leather  goode Jl  r 

Contracts,  Hoard  of  Review  of.    (See  Board  of  Contiact  Review.) 
Cook,  Mr,  David  R.; 
Esamination  by — 

lion.  Finia  J.  Garrett  re  disposition  of  special  machinery  at  plant  of 

Standard  Steel  Car  Co 2067, 2HV 

Hon.  William  J.  Graham  re  appropriation  of  GoveonneDt  tools  and 

fixtures  hy  SWnard  Steel  Car  Co 20'^2t^,: 

Cooper  tiomU,  mention  in  connection  with  Harlow  bomb HT' 

Corey,  Mr.  W.G.t 

Connection  with  settlement  of  claim  of  Standard  Steel  Car  Co lf>:*r 

Converxatiou  with  Afai.  Weil  re  checks  issued  in  settlement  of  claim  oi 

Standard  Steel  Car  Co 1 797-  IMi: 

Estimate  of  production  of  ^n  carriages  submitted  by 2n' 

Cost  accounting: 

Otis  Elevator  Co,,  contract  for  manufacture  of  recuperators  for  gun  cv- 

riages QMl-SOn 

Standard  Steel  Car  Co.  operations I77.>-1TW, 

1803-1847, 18J4-1873, 1875-1900.  IKS-I*!*; 
Coe^plus  contracts: 

Fred  T,  Lev  &  Co.,  for  constructian  of  aerial  bomti  loading  plant I^I'a 

Marl  in- Rockwell  l>oading  Co.,  for  construction  and  operation  of  bomb 

loading  plant ]  (TJ 

Cost  production  of  gun  carriages  manufactured  by  Standard  Steel  Car  Co. ,  t«ni- 

mony  re l»&i-l(*e 

Cotton: 

Old  Hickory  Powder  Plant,  amount  and  sale  of IW 

Securing  of  by  Great  Ilritain  and  France  for  manufacture  of  powder 1617 

Crockett  telegram  re  discontinuance  of  investigation  of  operations  of  Standard 

Stool  Car  Co IBW 

Curtin,  Ma).  J.  11..  letter  transmitting  lists  of  contracts  and  purcham  ordeis  for 

bread  hoses,  signed  by 1383.  IWS 

Damages  to  land  owners  on  account  of  work  at  Ancor  Nitrate  Plant,  testimonv 

re  claims  for 2459-2W. 

Pay.  Capt.  RooerS.: 

Col.  E.  S.  llugliea  interviewed  by  re  offer  for  salvaged  material  at  pUnt  of 

Standard  Steel  Car  Co m7 

Conference  with  Col,  E.  S.  Hughes  re  offer  for  salvaged  material  at  Standard 

Steel  Car  Co,  plant Ifti! 

Examination  by— 

Hod.  Wm.  J.  Graham  re  offer  for  salvaged  material,  settlement  of  claim 

and  infection  of  plant  of  Standard  Steel  Car  Co 1M3-1W 

Hod.  Albert  W.  Jelferis  re  offer  for  salvaged  material,  settlement  of 

claim,  and  inspection  of  plant  of  Standard  Steel  Car  Co 1944.  IMS 

Delaware  City  (Del,): 

Bomb-loading  plant,  contract  for  construction  and  opersttOD  of,  testimony 

re 1468-1512 

Loading  plant  at.    {Ste  also  Mariin-Rockwell.) 
Dickinson,  ]>&.  A,  C: 
Exammation  by — 

Hon.  Finis  J.  Garrett  re  terms  of  contract  and  settlement  of  claim  of 

R.  H.  IxjngACo 2227-2231 

'    Hon.  William  J.  Graham  re  terrne  and  settlement  of  claim  and  con- 
tract of  R.  H.  Long  i  Co 219T-221S 

Hon.  Albert  W.  Jefleris  re  terms  of  contract  and  settlement  of  claim 

R.  H.  Long  4  Co 2218-KJr 

Dike  construction  at  Marlin-Rockwell  Loading  Plant 1S5! 

Diseases  among  workers  in  plant  of  R.  H.  Longdi  Co 334S 

Docks:     (Sft  also  Wharf.) 

Construction  of,  by  Marlin-Kockwell  LoadiogCo 1497, 152S 

Domestic  Coke  Co. : 

Connection  with  contracts  of  Copperas  Co,  and  Fairmont  By-Products  Co. 
for  manufacture  of  by-product  roke  ovens IJU 
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FrSDCO-American  CommusioD  on  Explodvee:  P*tt. 

Concluaiona  of 156S 

Meetings  of,  minutea  inseil«d  in  the  record 1565-U7S 

Frear,  Hon.  James  A.: 

Letter  to,  from  Col.  E,  P.  O'Hem  re  character  of  activities  of  Beneda 

Aisenal  (Calif.) 137*-ir6 

Letter  to,  tram  Col.  E.  P.  O'Hem  re  poasible  sourcee  of  raw  materiala  in 

general  vicinity  ot  Benecia  Areenal  (Calif.) 1378 

Furniture  for  dormitoriea  at  Old  Hickory  Powder  Plant 1716 

Furniture  at  Standard  Steel  Car  Co.  plant,  disposition  of 3M> 

Gamble,  Mr.  Ralph  A.,  examination  of  by  Hon.  Wm.  J.  Graham  re  witnesses 

available  for  testimony  in  connection  with  Marl  in- Rockwell  Loading  Co....    I4fr 
Oanett,  Hon,  Finis  J.  {ut  alio  Committee): 
Examination  of — 

AriMU,  Mr.  E.  E.    (Ste  Arison^ 

Baker,  Hon.  Xewton  D.    (See  Baker.) 

BayUsB,  Mr.  Hairy  C.     {See  Bayliae.) 

Benke,  Capt.  W.  H.    (See  Benke.) 

Bennett,  D.  J.     {See  Bennett.) 

BesBB,  Arthur.    (SMBeese.) 

Biesel,  Capt.  Wm.  T.    {See  Biesel.) 

Blakey,  tit.  Lewie  J.     {Set  Blakey.) 

Brown,  jr.,  Mai.  T.  E.    (See  Brown.) 

Buxton,  Mr.  William  S.     {See  Buxton.) 

Cook,  Mr.  David  R.    {See  Cook.) 

Dickmson,  Mr.  A.  C.    (See  Dickinson.) 

Dorr,  Mr.  G.  H.    (See  Dorr.) 

Goeti,  Lieut.  Col.  G.  B.    (SwGoetz.) 

Gratke,  Mr.  A.  E.    {See  Grafke.) 

Gray,  Mr.  Wm.  B.    (S«  Gray.) 

Griscom,  Mr.  Walter.    {See  Griscom.) 

Hanna,  Mr.  Fraucie  D.    {Su  Hanna.) 

Himes,  Mr.  W.  D.    (See  Hima.) 

Homey,  Lieut.  Col.  Odua  C.    (Sm  Homey.) 

Hi^hes,  C«l.  E.  S.    (See  Hu^es.) 

Hunter,  Mai.  Herbert.    (5e«  Hunter.) 

Hyatt,  Mr.  Horace  C.    (See  Hyatt.) 

Iiarson,  Mr.  Nela  B.    (See  Larson.) 

Lo^,  Mr.  R.  H.    (S«eLong.) 

McFarland,  Col.  Earl.    (See  McFarlaud.) 


May,  Frank  Lwen.    (See  May.) 
Milltf ,  Mr.  Charlw  B.    (5«  HiUer 


O'Hayer,  Mr.  Frank.    (See  O'Hayer.) 
Palmer,  Mr.  John  H.    (See  Palmer.) 
Reagan,  Mr.  Chas.  A.    {Su  Keagan.) 
Reasoner,  Lieut.  Col.  M.  A.    (See  Reaaoner.) 
Reevee.  Col.  Ira  L.    (See  Reevee.) 
Roberts,  Mr.  H.  R.    (See  Roberta.) 
Stein,  Mr.  B.  F.    (See  Stein.) 
Stewart,  Mr.  Andrew.    (See  Stewart.) 
Tobey,  Mr.  R.  H.    (See  Tobey.) 
Vail,  Mr.  Jwae  A.    (Set  Vail.) 
Weil,  Maj.  Isaac.    (Sm  WeU.) 
WilLams,  Gen.  C.  0.     (See  Williams.) 

Statement  re  desire  of  Mr.  R.  H.  Lons  to  tcetifv  relative  to  contracts 2X1 

Goddard,  Maj.  H.  W.,  report  re  added  facilities  at  Standatd  Steel  Oar  Co.  plant 

furnished  by  Stan<krd  Electric  Engineering  Co 1K5 

Goetz,  Col.  George  B.: 
Examination  by — 

Hon.  Finia  J.  Garrett  re  inspection  of  leather  goods  manufactured  hy 

various  plants  and  quality  of  goods  produced 2138-2144. 21*^ 

Hon.  Wilbam  J.  Gmhant  re  inspection  of  leather  goods  manufacturing 

plants  and  quality  of  goods  produced 21W-21S;, 

2136, 2144,  2147, 2156, 2167, 21SJ 
Hon,  Albert  W.  Jefieriare  inspection  of  leather  goods  manubKt«iiing 

plants  and  quality  of  pK>ds  produced 2132-2138, 2145, 2 1$# 

Grace  &  Co.,  W.  R.,  contract  for  unporlation  of  nitrate  of  soda IKS 
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Giafte.  Mr-  A.  E.: 

EsAmiiution  by —  p«f«. 

Hon.  Finis  J.  Garrett  re  coet  production  at  StAndsrd  Stoel  Car  Co.  and 

aeltlement  of  claim  of 197S-1978 

Uon.  Wm.  J.  (iraham  te  cost  production  at  Standard  Steel  Car  Co. 

plant  and  settlement  of  claim  of 1965-19S2 

Hon.  Albert  W.  JefleriH  re  coat  production  at  Standard  Steel  Car  Co. 

plant  and  settlement  of  claim  of 1970, 1975,  lS7fl,  1981 

tnabilitv  toBecure  data  for  coat  production  at  Standard  Steel  Car  Co.  plant. .  196&-1982 
Goeti:,  tieut.  Col.  George  B.: 
Examination  by— 

Hon.  Mqib  J,  Garrett  re  leather  contracts 1412-1415 

Hon.  P.  J.  Garrett  re  terms  and  settlement  of  contract  of  National 

Stamping  &  Enameling  Co.  for  boilers  and  kcttlee '. 1415 

Hon.  Finis  J.  Garrett  re  terms  and  eettlement  of  Stein-Bum  Camp  & 

Field  Equipment  Co.  contract  for  bread  cans,  etc 1414,1415 

Hon.  Wm.  J.  Graham  re  leather  contracts 1402-1404 

Hon.  Wm.  J.  Graham  re  inspection  of  leather  goods  manufacturing 

plants  and  quality  of  goods  produced 21 26-2132, 

2136, 2144, 2147, 2156, 2167, 2168 
Hon.  Wm,  J.  Graham  re  terms  and  settlement  of  Stein-Bum  Camp  & 

Field  Equipment  Co,  contract 13SH-I402, 1404 

Hon.  Albert  W.  Jefferia  re  inspection  of  leather  goods  manufacturing 

planUand  quality  of  (roods  produced 2132-2138,2145,2165 

Hon.  Albert  W.  Jefferis  re  leather  contracts 1406-1412 

Hon,  Albert  W.  Jefferis  re  terms  and  settlement  of  Stein-Bum  Camp 
4  Field  Equiiiment  Co.  contract 141)4,1406 


Oovenunent,  representation  at  plants  having  contracts  with 1550-1560 

Graham,  Capt.  I),  E.,  memorandum  re  hard  bread  shipped  overseas 1330 

Gr»ham,  Hon.  Wm.  J.  («e<  aUo  Committee): 

Ariwjn,  Mr.  E,  E.    {Set  Arisen.) 
Baker,  Hon.  Newton  D.     {See  Baker,) 
Bayliss,  Mr.  Harry  C.    (Set  Bayliss.) 
Benke,  Capt.  H.  W.    (Sa  Benke.) 
Bennett.  Ur.  D.  J.    (Su  Bennett.) 
Beare,  Mr.  Arthur  L.     {See  Beeoe.) 
Blakey,  Mr.  Uwia  J.     {See  Blakey.) 
Brown,  Maj.  R.  E.,  jr.    (Su  Brown,) 
Buxton,  Mr.  Wm.  S,    {See  Buxton.) 
Caswell,  Mr.  C.  H.     (Set  Caswell.) 
dark,  Lieut.  Col.  L.  M.    {See  Clark.) 
Cook,  Mr.  David  R.    (SMCook.) 
Day.  Capt.  Roger  S.    (Su  JHy.) 
Dickinran,  Mr.  A.  C.    (See  Dickinson,) 
Dorr,  Mr.  G.  R.    (See  Dorr.) 
Dube,  Lieut,  D.  E.    {See  Dube.) 
Foster,  Mr.  Clair.    {Set  Fotiter.) 
Gamble,  Mr.  Ralph  A.    (See  Gamble  ) 
Goeti,  Lieut.  Col,  Geo.  B.    (See  Goeti.) 
Gray,  Mr.  Wm.  B.    {See  Gray.) 
Griscom,  Ur.  Walter.    (5ff  Griw-om,) 
Uanna,  Ur.  Francis  0.    {See  Hanna.) 
Hawkins,  Col,  R,  H.    (See  Hawkins.) 
Himea,  Mr.  W.  D.    (See  Himee.) 
Holder,  Mai.  L.  W.     (See  Holder.) 
Hu^ee,  Col,  E.  S.    (See  Hughee.) 
Homey,  Lieut.  Col.  Odus  C.    {See  Homey.) 
Hunter,  Mai.  Herbert.    {See  Hunter.) 
Hyatt,  Mr.  Horace  C.    (S«  Hyatt) 
Kmnear,  Ur.    {See  Kinneor.) 
larmn,  Mr.  Nela.  B,    (See  Larson.) 
MrFarland,  Col.  Earl,    {See  McFarland,) 
May.  Mr.  Frank  Owen.    {See  May.) 
Miller.  Mr,  Chas.  R,    (See  Miller.) 
Enowiton,  Mr.  Altred  S     (See  Knowlton.) 
Long,  Mr.  R.  H.    (See  Long.) 
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Graham,  Hon.  Wm.  J.  (mc  alto  Committee): 
Ezaminatioii  of — CoDtmued. 

O'Hayer.  Mr.  Prank.    (See  O'Hayer.) 
Palmer,  Mr.  John  H.    (See  Palmer.) 
Parsons,  Mr.  F.  H.    (See  Parsons.) 
Iteagan.  Mr.  Chas.  A.    (See  Reagan.) 
Reawner,  Lieut.  Col.  M.  A.    {Su  Reasoner,) 
Beevw,  Col.  Ira  L.    (S«  Reeves.) 
Roberts,  Mr.  H.  R.     (See  Roberts.) 
RuHpell,  Mr.  Edmund  A.    (See  Ruwell.) 
Schmidt,  Mr.  EmU  K.    (See  Schmidt.) 
Srhmuck,  Mr.  Thos.  J.     (See  Schmuck.) 
Stein.  Mr.  B.  F.    (See  Stein.) 
Stewart,  Mr.  Andrew.    (See  Stewart.) 
Tobev.  Mr,  R.  H.    (See  Tobey.) 
Vail,  Mr.  Jewe  A.    (See  Vail.) 
Van  Home,  Mr.  Frank  M.    (See  Van  Home.) 
Weil,  Mai.  Isaac.     (See  Weil.) 
Williama,  Gen.  C.  C.    (See  Williams.) 

Wright,  Mr,  Robt.  R,    (See  Wright.)  PMt 

Expreetiion  re  de?ire  of  Mr.  R.  H.  Long  lo  make  et&tement  to  committee. .     2*^0^ 
LettertoandfromMr,  G.  H,  Dorr  transmitting  resolution.-^  of  War  Department 
Claims  Board,  designating  members  to  act  in  various  bureaus  and  letter 

of  appointment  of  Col.  Ita  L.  Reeves 2107 

Lettertoand  from  Brig.  Gen,  H.M.  Lord  coirectii^statement!!  of  Mr.  Andrew 

Stewart  re  finances  of  War  Department 253(»-2533 

Letter  to  and  from  Marwick;  Mitchell,   Peat  &  Co.,   tiunpmitting  tablex 

showii^  expenditures  of  War  Department  for  period  of  war 2372 

Statement  re  contracts  of  Long  i  Co.  refuted  in  newspaper  item 2233 

Tel^Tam  from  R,  B.  Long  re  newspaper  items  re  contiacta 2331 

Graton- Knight  Co.,  tealhergoods  manufactured  by.  in.'<pectionof  plant  and  qual- 
ity of  goodx 2139 

Gray,  Maj.  William  B.: 

Contracting  officer  tor  Marlin- Rockwell  Loading  Co.  project 1S42 

Correspondence  re  relief  of  command  at  Marlin-RockweU  Loading  Plant 1M8 

Disbursement  of  funds  at  Marl  in- Rockwell  Loading  Plant •     1949 

Examination  by- 
Eon.  Finis  J.  Garrett  re  construction  operations  at  Marlin-Rockwdl 

Loading  Plant 16«2-1«3 

Hon.  Wm.  J.  Graham  re  construction  operations  at  Mariin-RockweJI 

Loading  Plant 1643-lMS. 

IfiTO-ierS 
Hon.  Albert  W.  Jefferis  re  construction  operations  at  Marlin-RockweU 

Loading  Plant 1648-I6ffi 

Opposition  met  with  at  Marl  in' Rockwell  Loading  Plant 16*7 

Personnel  accompanying  to  loading  plant  at  Delaware  Citv  Del IW" 

Police  force  at  Marlin-RockweU  Loading  Plant  reorniniied  by l&IE 

Relief  from  command  of  Marl  in- Rock  well  Loading  Plant  project IS6* 

Great  Britain: 

Artillery  ammunition  purchased  from 1592-lVB 

Chilean  nitrate  supply  controlled  by W24 

Powder  consumed,  produced,  and  required  by 1562, 1682. 1620.  IMI 

Purchaw  of  guns  and  ammunition  from,  by  U.  S 159! 

Griscom,  Mr.  Waller: 

Directed  to  remain  away  from  plant  of  Long  &  Co.  by  Capt.  Rick 2351 

Examination  by — 

Hon.  Finis  J.  Garrett  re  quality  of  duck  used  in  manufacture  of  sup- 
plies by  lans&  Co.,  and  inspection  thereof 2360-53M 

Hon.  Wm.  J.  Graham  re  quality  of  duck  used  in  manufacture  of  sup- 
plies by  Long  i  Co,  and  inspection  thereof r"" 

Hon.  Albert  W.  Jefteria  re  quality  of  duck  used  in  manufacture  of  bl^ 

plies  by  Long  &  Co  and  inspections  thereof 2359. 2360 

Gun  caniages: 

Auditandsettlementof  claim  of  Standard  SleelCar  Co.  form&nufactureof..  ISTS- 

1900.  i»9-l9« 

Average  production  of,  at  Standard  Steel  Car  Co.  plant 19S9 

Commandeered  machinery  for  manufacture  of,  at  Standatd  Steel  l.'arCo.. 
value 2MT 
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Horney,  Lieut.  Col.  Odua  C: 

Examination  by—  Pi|i 

Hon.  PtnisJ.  Garrett  re  condition,  mippliee  on  hand,  and  maintenwce 

ot  Old  Hickory  Powder  Plant ^ 171S-m7 

Hon.  William  J.  Graham  re  condition,  suppliee  on  hand,  ftud  mainte- 
nance of  Old  Hickory  Powder  Plant 1701-1715 

Hon.  Albert  W,  Jeffene  re  condition,  supplies  on  hand,  and  main- 
tenance of  Old  Hickory  Powder  Plant 1712, 1713, 1716 

Horses,  number  of,  in  Army Itt? 

Houses,  dwelliuK,  number,  kind,  and  rental  price  of  thoBe  constructed  by 
United  States  Housing  Corpoiation  on  property  of  Standard  Steel  Car  Co.  ftu 

ai»o  Buildings) 2059-3011 

Housing  Corporation,  United  States,  dwelling  housefl  constnicted  by,  on  prop- 
erty of  Standard  Steel  Car  Co.,  number,  kind,  and  renUl  price 2059-2K1 

Housing  of  employeeaof  Marlin- Rockwell  Loading  Co 1661,  iW 

Howitzer  gun  carriages.     (S«  Gun  carriageB.) 
Hughes,  &1.E.S.: 

Audit  of  claim  of  Standard  Steal  Car  Co !3« 

Conference  with  Mr.  Day  re  offer  for  salvaged  metal  at  SUndafd  Steel 

Car  Co,  plant IW 

Connection  with  Chicago  District  Claims  Board SK 

Connection  with  settlement  of  claim  of  Standard  Steel  Car  Co I^. 

1682, 1894, 1982, 2009. 2019,  V.« 

Data  re  claim  of  Standard  Steel  Car  Co.  withheld  by lOl 

Examination  by — 

Hon.  William  J.  Gtaham,  re  settUment  of  claim  of  Standard  Ste«l  Car 

Co 2375-2391,2.199-2404,2408,  2415,2423-;45 

Hon,  Albert  W.  Jefferis,  re  settlement  of  claim  of  Standard  St*el  Car  *'o.  2391- 

2399.24n-24» 
Explanation  of  letter  to  Intelligence  Department  re  discontinuance  of  in- 
vestigations     2W 

Failure  to  consult  accountanie  in  re  settlement  of  claim  of  Standard  Sted 

Car  Co a»S   I 

Interviewed  by  Capt.  Roger  S.  Day,  Intelligence  Department,  re  oSer  for 

salvaged  metal  atplant  of  StandaJd  Steel  Car  Co.,  inserted  in  therecwd.  1W7 
Special  it^ms  in  claim  of  Standard  Steel  Car  Co.  directed  to  be  audited...  3D10 
Telegrama  to  and  from  re  reasonableness  of  requisitions  from  Wat«nowD 

Arsenal  for  material  at  Standard  Steel  Car  Co.  plant 2044.3*' 

Hunter,  Maj.  Herbert: 
Exanii nation  by — 

Hon.  F^nis  J.  Garrett  re  production  and  allocation  of  powder  manu- 
factured in  United  Stotes !«' 

Hon.  U'illiam  J.  Graham  re  production  tad  allocation  of  poviet 

manufactured  in  the  iTnJted  States 16l»-16« 

Hon.  Albert  W.  JeEfens  re  production  and  allocat'on  of  powder  manii-  i 

factured  in  United  States 1642.1S« 

Hj'Btt,  Mr.  Horace  C:  ' 

Examination  by — 

Hon.  Finis  J.  Garrett  re  contract  of  Domestic  Coke  Co.  for  by-product 

coke  ovens 1315, 13* 

Hon.  William  J.  Graham  re  contract  of  Domestic  Coke  Co.  for  by-pro-       ^ 

duct  coke  ovens 1306-lE- 

Hon.  AlbertW.  Jefferis  re  contract  of  Domestic  Coke  Co.  for  by-product 

coke  ovens 1309-1317,1320-11^ 

Ingots,  steel: 

Price  secured  in  connection  with  settlement  of  claims 1444-1*'< 

Salvage  value  in  connection  with  claim  of  Brier  Hill  Steel  Co. . .  1427, 1455-H*' 

Use  of. 1«^    , 

Inspectors,  Government,  money  loaned  to  by  Long  &  Co ^ 

Inspection  of  leather  goods 2126-!14'   | 

Intelligence  Department: 

Col.  E.  S.  Hughes  interviewed  by  agent  of  re  offer  tor  salvaged  material 

at  plant  of  Standard  Steel  Car  Co I**' 

Investigations  re  claim  of  Standard  SUel  Car  Co IWO-IW- 

Iron,  scrap,  definitioQ  and  price  of 1447-IMj 

Italy,  powder  required  by  during  1918 leW.I*- 
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Machinery  used  for  maDU&cture  of 2!4I 

Method  01  manufacture Hit 

Number  and  price,  manufactured  by  Long  &  Co 2i;i 

Rejection  of  becauae  of  defects 22K 

Thread  used  in  manufacture  of 220S.22K 

Knowlton,  Mr.  Alfred  S.,  examination  of  by  Hon.  William  J,  Grah&m  re  ad- 
justment of  Semet  Solvay  Co.  claims  in  connectioD  with  manu^ture  of 

ammonium  pi  crate  and  picric  acid 2ol3-S'.f 

Koppers  Co.,  H.,  ^-ice  president  of,  engaged  on  part-time  bads  in  connection 

with  gas-stripping  plants 1275-1284, 1311 

Xadew  &  Co.,  E.  R.,  leather  goods  manulacturee  by,  inspection  and  quality  oi   21JI 

Lament,  Col , ,  contract  of  Domestic  Coke  Co.  for  coke  ovens  aiii^ed  by 1311' 

Landowners,  claims  for  damagee  to  on  account  of  work  at  Ancor  Nitrate 

Plant 2459-;iK 

Larson,  Mr.  Nele  B : 
Examination  by — 

Hon.  Finis  J.  Garrett  re  houses  constructed  on  grounds  of  Standard 
Steel  Car  Co.  by  United  Slates  Housing  Corporation,  number,  kind. 

and  rental  price 20*50,  SKI 

Hon.  William  J.  Graham  re  houses  constructed  on  plant  of  Standard 
Steel  Car  Co.  by  United  States  Housing  Corporation,  number,  kind, 

and  rental  price a»9.  iw 

Hon.  William  J.  Graham  re  material  shipped  from  Standard  Steel  far 

Co.  plant  to  Watertown  and  Rock  Island  Arsenals _^. . .  2036-361 

Hon.  Albert  W.  Jefferis  re  material  shipped  (rom  Standard  Steel  Car 

Co.  plant  to  Watertown  and  Rock  Island  Arsenals 3(M3-3IE: 

Hon.  Albert  W.  JefTeris  re  railroad  cars  constructed  by  Standard  Steel 

Car  Co *» 

Latigo  leather.    {See  Leather.) 

Lea.  Hon.  Clarence  F.,  examination  of  Col.  E.  P.  O'Hwn.    (S«  O'Hwn.) 

Leather: 

Ambulance  harness  parts,  amount  purchased !♦'■ 

Amount  on  hand  and  use  of 1109,  Ill- 
Amount  required  to  make  Mc CI ellan  saddle I** 

Boston  sale,  realization  on H.' 

Contracts  for  and  percentage  of  supply  purchased  by  Government l-HK^-ltl' 

Grades  necessary  tor  ruasetand  black  shoes It. 

Inspection  and  quality  ot  goods  manufacturing 2126-Jl-;' 

Jewel  Belting  Co.,  inspection  of  plant  and  goods  manufactured  bv 21- 

Labor  employed  in  plant  for  manufacture  of 2129^  2137, 2140,  ;U- 

Plan  of  adjustment  of  claims  in  connection  with  contracts  for  manufacture 

of 2l> 

Price  of 1408.  U-i 

Reduction  in  price  of,  used  in  headslolls — •• 

Use  of  in  leather  goods  manufactured  by  Loi^A  Co 2259,  23TO,  2312,  i;_ 

Warren  Leather  Goods  Co.,  inspection  of  plant  and  quality  of  goods  manu- 
factured by 21* 

Ley  &  Co.,  Fred  T.,  contract  for  construction  of  aerial  bomb  loading  plant  at 

Delaware  City,  Del l**- 

Loading  plant  (ate  al»o  Marlin-Rockwell) : 

Contract  for  construction  of  by  Marlin-Rockwell  Loading  Co HBtHo^ 

Letter  suggesting  cancellation  of  machinery  contracted  Tor tJ.1 

Marlin-Rockwell,  testimony  re  inspection  of  site  lor . .     1^ 

Marlin-Rockwell  Loading  Co.,  testimony  re  character  of  site  for l'" 

LtKomotivee,  Old  Hickory  Powder  Plant,  amount  on  hand IT  • 

Long^  Mr.  R,  H,  (see  also  Long  &  Co.): 
Examination  by — 

Hon.  t^nis  J.  Garrett  re  contracts  for  manufacture  of  leather  gnoda  and 

textUes.  and  settlement  of  claims 2252-22(>4, 2315-2319.  S:- 

Hon.  William  1.  Graham  re  settlement  of  claims  for  manufacture  of 

leather  gooda  and  textiles 2232-2234, 2264-2308,  231S-S.-> 

Hon.  Albert  W.  Jefferis  re  contracts  for  manufacture  of  leather  goods 

and  textilsB,  and  settlement  of  claims 2234-2250, 230»--'- 

Expression  of  Hon.  William  J.  Graham  re  desire  of  Mr.  R,  H.  Long  to  make 

statement  liefore  committee 2?* 

Facilities  chafed  against  various  contracts,  settlement  and  value  of 22.^ 

2238.22S4,S'- 
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XVIII  INDRZ. 

Long  &  Co.,  R.  H.  (tee  al»o  Long,  R.  H.)— Continued,  Fm). 

Price  secured  tor  cartridge  IwllB 214S 

Profita  from  war  contTKto 2266-2271, 2293-2297, 23(»7.2SI6,!2!1 

Property  retained  by !ltt 

Quality  of  articlee  manufactured  by HTJ 

Ssnitary  condition  of  plant  of 2J4I 

Scarlet  fever  and  other  contapoua  diseases  among  workai  in  plant  ol !W 

Settlement  of  claim  for  manufacture  of  knapeacke 2ie9-!IM 

Settlement  of  claims  of 212e-!IB3 

Special  facilities  claimed  by.  eiplanation  of  by  Mr.  D.  J.  Bennett 22M 

Statement  of  Hon.  Finis  J.  Garrett  re  denre  to  make  statement  to  oomnit- 

tee IMS 

Taxable  value  of  factory IM 

Telegram  to  Hon.  Willian  J.  Graham  re  statements  concerning  contracts  for 

leather  goods  and  textiles KE 

Term  of  contract  and  settlement  of  claim 21JT-KJI 

Thread  held  by,  amount  and  value 2208.22K.i236 

Transportation  of  employees  in  claim  of !H8 

Use  in  manufacture  of  material  under  contract,  diaposftl  of 2241,2279,004 

Verbal  order  for  medical  supplies 2SH 

Waste  duck  in  manufacture  of  knapsacka  given  as  extra  compenaadon...    Kit 
Lord.  Brie.  Gen.  H.  M..  letter  to  Hon.  William  J.  Graham  correcting  sUtemenb 

of  Mr.  Andrew  .Stewart  re  finances  of  War  Department 25SD-Z53J 

Lyconite,  use  in  aerial  bombs 14SS 

HcClellan  saddles,  number  ordered  and  amount  of  leather  required  for lUO 

'  McParland.  Col.  Eari: 

Award  to  Standard  Steel  Car  Co.  in  connection  with  claim  of 3010,  IIS 

Examinarion  by — 

Bon.  William  J.  Graham  re  settlement  of  claim  of  Standard  Steel  Cu 

Co.  contract  for  shells  and  gun  carriaeee , ISOt^IM! 

Hon.  Albert  W.  Jefieris  re  settlement  ot  daim  ol  Standard  Steel  Cv 

Co.  contract  for  shells  and  gun  carriages 1R08-182<,  18C-IS46 

McKay.  Col.  Douelas  I.,  letter  to,  from  Msrlin-Rockwell  Lottding  Co.,  suggest- 
ing cancellation  of  contract  for  machinery  for  loading  plant ISS 

McKoberts,  Col.  Samuel,  letter  to  Marlin-Rockwell  Loading  Co..  confinDingotal 

approval  of  site  selected  for  loading  plant ISIS 

Machine  guns,  contractof  Uarlin-RockwellLoadingCo.  formanubctoreof.  151&-1SS> 
Machinery: 

Bomb  loading,  letter  suggesting  cancellation  of  contracts  for ISS 

Commandeered  by  Government  for  manufacture  of  gun  carriagee  at  Stand- 
ard Steel  Car  Co.  plant,  value 205T 

Gun  canines,  use  of,  for  commercial  purposes 3W 

Indicated  as  increased  facilities  at  plant  of  Standard  Steel  Car  Co.,  paid 

for  by  Government,  testimony  and  tables  re 201^ 

Installation  of,  at  plant  of  B.  H.  Long  A  Co.,  for  manufacture  of  leather 

goods 2M1.J1C 

Powder  making — 

Disposal  of,  atNitro  (W.  Va.)  Powder  Plant 1** 

Protection  for 170! 

Purchase  of,  by  Otis  Elevator  Co.,  for  manufacture  of  recuperatme W* 

Reserved  for  use  of  Government  at  plant  of  Standard  Steel  Ov  Co.,  reeerva- 

tiona  in  claim  of 2037 

Special,  disposition  of,  at  Standard  Steel  Car  Co.  plant 2OST,I0if 

Standard  Steel  Car  Co.  plant,  condition  of !0(r 

Hasee,  Hon.  Walter  W„  examination  of  C<il.  E.  P.  O'Hem.    (See  O'Hera.) 

Maltby,  Mr,  Milo  R.,  employment  of,  in  connection  with  toluol  contiacts 1^ 

Marlin  Arms  Co.     iSa  Marl  in- Rockwell  Loading  Co.) 

Uarlin- Rockwell  Corporation.    {Ste  Uarlin-Rockwell  Loading  Co,) 

Marlin-Rockwell  Loading  Co.: 

Buildings  erected  in  connection  with  contract  for  manufacture  of  bombs. .  lUT, 

ISM.  IS* 

Buildings  at.  cost  of 1668,  IC 

Bunk  houses  constructed  by IS* 

Cancellation  of  supplies  for IW 

Claim  of , 16^ 

Construction  operations  ot,  testimonjr  re ]644-16rJ  , 

Contract  for  construction  and  opention  of  bomb-loading  plant 1^ 

Coatiact  for  manufacture  of  machine  guns,  teetimony  re IM' 
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Moneys  received  for  sale  of  war  materuls  bv  rltimm,  table  showing 2&£ 

Mooney,  Lieut.  Jamee  L.,  inspector  at  American  Brake  Sboe  Co.  puuit-.  lTSi,lTES 

Hontgomary  Ward  &  Co. : 

Relation  ot  Mr.  Thome  to 213S,Jia 

Relation  of  Gen.  R.  E.  Wood  to 2I35,1I» 

Subsidiary  company  of  (Wardway  Hameea  Co.),  contiact  for  manabctare 
of  leather  gooda flX 

Motor  trucks,  rental  of  for  construction  of  railroad  at  Harlin-Rockw^  Loading 
Plant,  cost lOI 

Mttlw,  number  of,  in  Army IKK 

Muniuons.    (See  aUo  Powder  and  Ammunition.) 

Production  in  United  States:  note  on  Gen.  Headlam's  seventh  report  on..    1^ 

Naab  Motor  Co.,  claim  mentioned  in  connection  with  sal  vase im 

Nashville,  Tenn.,  Old  Hickory  Powder  Plant.    (5<r  Old  Hickory  Powder 
Plant,) 

National  Enameling  &  Stamping  Co.: 

Latches  salvaged  in  connection  with  claim  of 13* 

Terms  and  settlement  of  contract H15-HII 

Navy  Department,  funds  paid  to,  by  Quartermaster  Department £30 

Nitrate  plants: 

Ancor  Nitrate  Plant — 


Expendituree  at,  tables  showins; 240 

Nitnte  Fhint  No.  4.    {See  Anew  Nitrate  Plant,  Cincinnati,  Ohio.) 
Nitrate  of  soda; 

Baker  &  Bro.,  H.  J.,  contract  for  importation  of  nitrate  of  soda 1K5 

Contracts  for  importation  of,  by  Unit«d  States  from  Chile 1(^4 

Grace  &  Co.,  W.  R.,  contract  for  importation  of IKS 

Weesel- Duval  >&  Co.  contract  for  importation  of IW 

Hitro  (W.  Va.)  Powder  Plant: 

Amount  and  waste  of  labor  at IT!* 

Conduct  of,  teetimonj'  re 1T23-1T31 

Contracts  with  Virginia  Power  Co.  for  electric  power  inserted  in  th« 

record 1733-i:<-- 

Cost  of  construction  and  operstion  of 1*1  ■ 

Disposal  of  machinery  at W" 

Estmiat«d  production  of  powder  at l^i^i 

Fires  at lT2i,VS 

Police  force  at,  qualifications IT» 

Office  order  No.  683  re  informal  contracts  inserted  in  the  record l^^ 

O'Hayer,  Mr.  Frank; 
Examination  by — 

Hon.  Finis  J.  Garrett  re  settlement  of  claim  of  Otis  Elevator  Co.  for 

manufacture  of  recuperatora 2U91-SS' 

Hon,  Wm.  J.  Graham  re  settlement  of  claim  of  Otis  Elevator  Oo.  for 

manufacture  of  recupoators 2061-^  ■ 

Hon.  Albert  W.  Jefferia  re  settlement  of  claim  oi  Ot^s  Elevator  Co., 

for  manufacture  of  recuperators 2089-aWI,2C  - 

0'Hem,Col.  E.B.: 

James  A.  Frear  re  character  ot  activities  ot  Benecia  Arsenal,  CJil IJ"' 

Hon.  Clarence  F.  Lea  re  character  of  activities  of  Benecia  Anenal, 

Calif 13«7-ir: 

Hon.  Walter  W.  Magee  re  character  of  activities  of  Benecia  Arsen*!, 

Calif 137Hr» 

Letter  to  Hon.  Jas.  A.  Freor  re  possible  sources  ot  raw  materials  in  g«na«l 

vicinity  of  Benicia  Arsenal,  Calif 1^^ 

Ohio,  Ancor  Nitrate  Plant  at  Cincinqati,  testimony  re  claims  (or  daniages  by  i 

landowners  on  account  of  work  at 2459-S* 

Old  Hickory  Powder  Plant: 

Amount  of  pay  roll  at 

Amount  of  powder  produced  at i561-I56H.  1005, 160S.  le^ 

Broker  employed  for  sale  of  foodstuHs 1'' 

Buildings  at,  rental  received  for l" 

Buildings  at,  quality,  numbw,  and  t;  pe 1V»,  S 


it,  Google 


xxn 


IHDBX. 


..J 


Powder — Continued. 

Amount  aaed  in  war,  aUlcment  rMueated  fram  G«a.  wiUunM 

Co*o(  production  per  pound  •tOUHicko«n' Powder  nMit __ 

Cotton  lor  Dunufactur«  of .  Mcoring  of  by  Great  Bntam  and  P^sace -j 

Daily  consumtion  of,  by — 

Great  Britain 

Prance 

Efltimated  prodnctioD  of.  at — 

OldHickoiy'. 

EotimatedyearfyproductioD  of  in  L'ni ted  States 

Machinery  for  manufacture  of  at  Nitro.diepoaal  of 

Manufacture  of  in  France,  raw  material  for  aerared  in  United  State*. 

Perehinft  cablegram  re  I'nited  Statee  and  allied  requironenta  for 

Price  paid  for  by  Allies 

Price  paid  for  by  United  Statea 

Program  of  United  States,  reaeona  (or I5T1, 

Purchaee  from  Prance  and  Great  Britain  by  United  Statce  for  fnvw  ia 

FiMce 1588, 15K-HBJ.  l4 

Pounde  required  for  varioue  pitu  set  forUt  in  cablegram  from  Gen.  PeolUBf .  1h 
Securing  cd  by  United  States  from  Alliei  recommended  by  Gen.  Bli«.. 
Smokelm,  amount  produced  in — 

England 

Fiance 

Used  by  American  Expeditionary  Forcea  te  Novonber  II.  I91S,  taUe 

ahowing ' 

^rwdw  plants.    {Su  NiCro  and  Old  Hickory.) 
Property: 

Bomb  leading  plant.  UarUn- Rockwell  Loading  Co. — 

Priceof 1488,1508.1517.1 

Renlaliateof IW 

Price  of  for  construction  of  bomb-lo«dii%  plant  by  Martin- Rockwell  Load- 

ii^  Co 1488.  I50R,  1527.  ISB 

Site  for  bomb-loadii^  plant,  letter  to  Marlin- Rockwell  Loading  Co..  cm- 
firming  oral  approval  of  by  War  Department ISli 

Quartermaster  Coma ; 

Funds  expended  by  understated 23tt 

Funds  paid  to  Savy  Department 23C» 

Funds  paid  to  War  Risk  Bureau ZXt 

Uoneys  received  (or  sale  of  war  matcnala.  credited  back  to  appropriation 

from  which  purchased 2Si3 

Quarteraoccupied  by  War  Department  in  Wa^ington I281-1?)S 

Railroad  cars,  number  and  construction  of  by  Standard  Steel  Car  Co 1950, 200) 

RailniodH: 

Coni'lniction  of  by  MarlLn-Rockwell  Loading  Co 1497. 1S2; 

Equipment  at  0\'d  Hirkor\*  Powder  Plant IM 

Harlin- Rockwell  Loading  Co. — 

<'«it  per  mile lCi2,l&'ia 

Employee- engaged  in IKiUlSH 

Ram.-'burg.  Mr.  C.  J.,  pun  time  employment  of  by  War  Department  in  connec- 
tion wilh  );iu>  ftrippiDg  plants,  testimony  re 12T5.  IX 

Ration  bag^.  contract  of  Long  &  <>>.  (or  mn><truction  of,  te^itimony  re  canrelh- 

tionof 2255-25* 

Raw  materiaN,  Bources  o(  in  general  vicinity  of  Benecia  Arsenal,  Calif.,  letter 

re 137ft-13» 

Rea^n  Mr.  Charle-  A.; 

Biii  on  aalva^ed  metals  at  plant  of  Standard  Steel  Cor  Co.  for  Brigg4  A 

Turiva." ISB 

Examination  by — 

Hon.  Fini"  J.  Garrett  re  eettlement  of  claim  of  Standard  Steel  Oar 

Co 18S8-166J 

Hon.  Wm.  J,  Graham  re  hid  of  Brii^  &  Turivaf  for  5urpln.>  mat^ial  at 

Standard  Sleel  Car  <\>..  plant.  Hammond.  Ind 17S1-177* 

Hon.  Alhcrt  W.  Jefferin  re  nid  of  Brigg'  A  Turivafi  for  mrplnv  matoial 

on  band  hy  Standard  Steel  Car  Co.,  flanunond.  Ind 1765,1766 

Real  estate.  damaseVio  ownere  of  on  account  of  work  at  Acnor  N'itrate  Fbnl. 
testimony  reclaims 2459-2485 
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Saddlebags,  purcha^  of , HD7 

Saddles: 

Amount  of  leather  in W30 

Number  purchased IWI 

Pannier  [Mck.  contract  of  Ixhw  4  Co.  for 22SS 

Silvage  appraisal  figure.' at  Ancor  Nitrate  Plant,  tablee  showing IStt 

Silvage  Board: 

Relation"hip  to  War  Department  Claims  Board Jill 

Boston  Di-itrict.  Mile  of  Hurplua  metals  by 1711 

Salv-aged  material  at  plant  of  Standard  Steel  Car  Co.,  offer  of  Briggs  &  TurivM 

tor 2389,!4W 

Sal\;aged  material,  Standard  Steel  Car  Co.,  otter  tor,  teetimony  re. . .  1940, 2017-JOH 

Sanitary  condition  of  plant  of  Long  &  Co !W 

Scarlet  fever  at  plant  of  R.  H.  Lcng£  Co 2W 

Schmidt,  Mr.  Emil  J.,  examiiuttion  by  Hon.  William  J.  Graham  reopera- 
tions of  Standard  Steel  Car  Co.  and  value  of  salvaged  material  at  plant  of. .  1991-MK 
Schmuck,  Mr.  Thomas  K.: 
Examination  by — 

Hon,  Finis  J.  Garrett  re  t«nnH  and  settlement  of  contract  of  Stein- 
Burn  Camp  4  Field  Equipment  Co 1393-!31i 

Hon.  William  J.  Graham  re  settlement  of  claims  of  Stein-Burn  Camp 
&  Field  Equipment  Co.,  National  Enameliog  &  Stamping  Co.,  ana 

American  Can  Co 1284-1!« 

Hon.  Albert  W.  JefferieiS  re  terms  and  settlement  of  Stein-Burn  Camp 

&  Field  Equipment  Co.  contract 1383-1397 

Ccrapiron,  definition  of,  and  price 1447,1441 

Secretary  of  War.    (Set  Hon.  Newton  D.  Baker.) 

Semet-Soh'ay  Co.,  adj^uatment  of  claims  for  manufacture  of  ammonium  piciate 

and  picric  acid,  testimony  re 250>-2Sll 

Sewage  system  at  Old  Hickory  Powder  Plant 1"W 

Sheet  Metal  Specialty  Co.: 

Comparison  of  salvage  value  of  coke  tin  plate  with  claim  of  Stein-Bum 

Camp  &  Field  Equipment  Co 1460,14(8 

Letters  to  and  from  re  reduction  of  claim  in  connection  with  tin  plftte..  146!-14n 

Relation  of  Follansbee  Bros,  to 1*W 

Shells: 

Claim  in  connection  with  manufactureofbyAmerican  Brake  Shoe  Co..  ITTEi-llK 

Powder  required  to  propel,  table ISC 

Purchase  of  by  United  States  from  allies 15W 

Claim  in  connection  with  manufacture  of  by  Standard  Steel  Car  Co 1^!^ 

1699, 1747-1759. 1761-1795, 1863-lSM 

Army,  cost  of ICl 

■          Grades  of  leather  necessary  for  russet  and  black llS 

Signal  Corps,  funds  expended  by  overstated 23** 

Site  for  Marlin- Rock  well  Loading  Co.  bomb  plant,  testimony  re  inspection  of. ,  IW 
Small-arms  ammunition  used  by  A.  E.  F.  up  to  November  11,  1918,  table 

showing 2S3S 

Smith-WorthingtonCo..  leather  goods  manufactured  by,  inspection  and  quality 

of 213S 

Special   facilities  for  completion  of    contracts,    settlement    in    connection 

with 1298-130113» 

Specifications  for: 

Bread  bones  and  list  of  contracts  for IS* 

Tin  plate  used  in  manufacture  of  bread  cans,  memorandum  re 13v 

Spencer  Lens  Co.,  contract  tor  optical  goods  still  in  effect 1* 

Soda,  nitrate  of.     (Sre  Nitrate  of  Soda.; 
Standard  Electric  En^neering  Co.: 

Allowance  for  claim  in  connection  with  contract  with  Standard  Steel  Car  Co.  ISt! 

Bribe  in  connection  with  contract  of  Standard  Steel  Car  Co 1"H 

Claim  of  in  connection  with  wiring  of  Standard  Steel  Car  Co.  plant WE 

Dryer  report  re  work  performed  by,  mention  of  in  minut«e  Of  meeting  in 

connection  with  contract  of 1J2 

Standard  Oil  Co.,  guarantor  of  contracts  of  Domestic  Coke  Co 13Pi 
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XXVI  IKDBI. 

Stimdard  Steel  Gar  Co. — Continued.  ft* 
IntelligeDce  Department  investigation  re  graft  in  connection  with  con- 
tract of 1M0-]M8,19S2-1991 

Interest  of  Mellon-Stewart  ConetructioQ  Co.  in IW 

Letter  re  expedition  in  nettlement  oif  claim  of 19*i 

Letters  to  and  from  re  poeition  offered  Mr.  I,.  J.  Blakey 24H 

Machinery  indicated  as  special  facilitiee  paid  for  by  Government    testi- 
mony and  tables 2012 

Machinery   shipped    from,    to  Watertown  and   Rock    Island    ArBenal?. 

lint  of 2035-2011 

Meeting  to  discusH  claim  of,  testimony  re 19S5 

Meeting  re  settlement  of  claim,  officers  present 1816, 1S51 

Memorandum  re  fhipment  of  material  to  Rock  Island  Arsenal 3040 

Minutes  of  meeting  of  Standard  Electric  Engineering  Co.,  re  mbcontnct 

inserted  in  the  record I97I 

Nickel  plal«"  for  gun  carriagea 2024 

Operations  of  and  value  of  salvaged  materials  at  plant  of 1949- 

1982, 1991-1995. 2CH7-MS 

Production  sheets  withheld  by 1897 

Purchase  order  cancellation,  and  claim  of  for  manufacture  of  gun 

carriaeei 1768-177S 

Railroad  cars  constructed  by,  number 3tB0 

Receipts  of  tools,  machinery,  and  fixtures  by 3(1SS 

Records  of  material  received  and  djoburoed  at  plant  of 1998-1999 

Recuperators   fumi^ed   to,    by   Otis   Elevator   Co.,    condition   and   de- 
livery; of 1901.1902 

Reduction  of  contract  for  gun  carri^es 18W 

Request  foraudit  of  claim  of  by  Col.  E.  S.  Hughes 20D1 

Reservations  in  settlement  of  claims  re  material  reserved  for  use  of    

Government 2017 

Return  of  plant  to  prewar  condition 200» 

Salvaged  material  at  plant  of,  offer  for,  Col.  Hi^hes  interviewed  re. . .  1940, 1917 
Salvaged  material  at — 

Plant  of .  disposal 2389. 2*H 

Bid  for  and  Bale  of 1906,1911-1916. 1965-1982. 201--3nSS 

Scope  of  operations  of 1754 

Settlement  of  claim  bv  Col.  E.  S.  Hughta 1882.1889.1894 

Settlement  of  claims  of,  testimony  re. 2375-2*15. 2417-2457 

Telegram  re  di'tcontinuance  of  investigations  of  operations  of  inserted  in 

the  record 1984 

Telegram   re  ^e.^sonablene3a  of   requisition   of  Watertown    .^TFenal    for 

material 2044, 2WS 

Typewriters  at  plant  of,  disposition 3W9 

U!"e  of  gun  carnage  machinery  for  commercial  purposes 2064 

Value  of   plant   at   pre.^ent   and   at   time   of   beginning   of   Government 

operations 30M 

Steel  im^ti.     (See  Ingot'i.) 
Stein,  Mr.  B.  F.: 

Examination  by— 

Hon.  Finis  J.  Garrett  re  contract  of  Stein-Burn  Camp  &  Field  Equip- 
ment Co,  for  cooks'  cheats,  tireless  cookers,  and  bread  cans 1300, 13(1 

Hon.  Wm.  J.  Graham  re  contract  of  Stein-Bum  Camp  4  Field  Equip- 
ment Co.  for  cooks'  che>"ta,  fireleas  cooker',  and  bread  cans 1S41-13(S 

Hon.  Albert  W.  Jefferis  re  contract  of  Stein-Bum  Camp  &  Field  Equip- 
ment Ca.  for  cooks'  chests,  tireless  cookers,  and  bread  cans.  1356-lMO.  1361 
Stein-Bum  Camp  &  Field  Equipment  Co. : 

Amount  of  settlement  in  connection  with  contracts  of IMO 

Audit  of  accounts  of  by  zone  board  of  review 1435-1442 

Comparison  of  salvage  value  of  coke  tin  plat^  with  Sheet  Metal  Speci- 
alty Co 1460,  H» 

Contract    for    cooks'    chest",    fireless   cookers,    and    bread    cans,    testi- 
mony re 1341-lSe 

Letters  to  and  from  Hardware  and  Metals  Division  re  allocation  of  metal 

through  American  Sheet  &  Tin  Plate  Co 13«0 

Storage  of  metals  used  in  connection  with  contract 1434, 14SS 

Terms  and  settlement  of  contract 1381-1402, 1405, 1414. 14li 
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Tnicka,  motor.    (Sa  Motor  trucke.)  ram- 

Ulriche.  Capt,,  oppoaition  to  appointment  aa  inapector  at  pUnt  of  Long  &  Co., 

and  teetimoDy  re  qualificktions  of Z3ST 

United  St&tee: 

Allocation  of  powder  to  Allies 1117 

Amount  ot  powder  on  hand  by 1608,  K13 

Nitrato  ot  aoda — 

On  hand  in 1623,  IS» 

Sale  of 1«4D 

Powder  manufactured  in,  allocation  of 1S77, 1619, 1«42 

Powder  program  of,  reaaons  tor 1578. 18H 

Powder  required  b^-  during  1B18 1«20, 1«2 

Production  of  mumtiona  in,  note  on  Gen.  Heodlam'eseventh  report  on 19^3 

Purchase  of  munitions  from  Prance  and  Great  Britain 1586, 1592-1 603, 1613 

Raw  materials  for  powder  manufactured  in  France  and  Great  DritBin 

secured  from ISfl3 

Utilities  at  Ancor  Nitrate  Plant,  t&blee  showing  appraisal  figures  of 248^,34^ 

Vail,  Mr,  JeseeA.: 

Appraisal  of  material  at  Standard  Steel  Car  Co.  plant 1927 

Examination  by — 

Hon.  Finis  J.  Garrett  re  manuhcture  of  gun  carriages  by  Standard 

Steel  Car  Co 1»2»-19» 

Hon.  Wm.  J.  Graham  re  production  of  gun  carriages  by  Standard  Steel 

Car  Co 1900-1917, 1937-IWO 

Hon.  Albert  W.  Jefferis  re  production  ot  gun  carriages  by  Standard 

Steel  Car  Co 1917-1929 

Testimony  re  meeting  to  discuss  claim  of  Standard  Steel  Car  Co lid 

Valentine,  Col.  W.  F.: 

Statement  re  claims  for  damages  by  landowner  on  account  of  work  at 

Ancor  Nitrate  Plant 2469-24*5 

Van  Home,  Mr.  Frank  M.; 
Examination  by — 

Hon.  Finis  I.  Garrett  re  contracts  tor  manufacture  of  bread  cans. .  1322-133fi 
Hon.  Wm.  J.  Graham  re  contracta  tor  manufacture  of  bread  cans.  1324-1340 
Hon.  Wm.  J.  Graham  re  settlement  of  claim  of  American  Can  Co. 

and  other  tin-can  manufacturera 1287-1292 

Hon.  Albert  W.  Jefferis  re  contracts  for  manufacture  of  bread  cans 1338 

Hon.  Albert  W.  Jefferis  re  settlement  of  claim  of  American  Can  Co. 

and  other  tin-can  manufacturers 1292-1306 

Qualifications  of 1291 

Victor  Sporting  Goods  Co.,  defects  in  canteeo  covers  manufactured  by 235A 

Virginia  Power  Co.,  contracts  for  electric  power  for  Nitro  {W.  Va.)  Powder 

Plant  inserted  in  the  record 1T33-174* 

Walker,  Capt.,  memorandum  to  re  hard  brf«d  dipped  overseas 1330 

War  Department: 

Congressional  Committee  on  Expenditures  in.    (5m  Committee.) 

Construction  of  act  of  March  2  with  respect  U>  uncompleted  contracts. .  18S4-1S67 

Funds  expended  by,  underslated 2396 

Letter  ot  Brig.  Gen.  H.  M.  Lord  correcting  statements  of  Mr.  Andrew 

Stewart  re  finances  ot  War  Department 2530- 

Net  cash  expenditures  of,  during  war 2365-2373 

War  Department  Claims  Board: 

Formation  of 12T7 

Functions  of 211S 

Membera  and  organization  of 2106,2114 

Procedure  f  jr  settlement  of  claims 21  IS 

Letter  to  Ordnance  Bureau  re  clauses  for  formal  contracts  in  place  of 

informal  coatracta 1873 

Number  of  claims  before 1426 

Relationship  olSalavage  Board  to 211! 

Resolution  re  data  lo  accompany  claims 2506 

Resolutions  of  designating  members  to  act  tor  various  bureaus  tor  settle- 
ment of  claims 211)8,  2108 

Single  member  authorized  to  settle  claims 2114 

War  Industries  Board: 

Authorization  to  American  Steel  and  Tin  Plate  Co.  forabipmentof  metal  to 

Stein-Bum  Camp  and  Field  Equipment  Co 1361 

Connection  of  Tanners'  Council  with 1412. 1419 
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Wu  Rialc  Bumu,  funds  pud  to,  by  QiutrtennaBter  Department 2369 

Vu,  Secretwy  of: 

(Stt  Hon.  Nenton  D.  Baker.) 

Letter  to,  from  R.  H.  Long  ft  Co.  re  aettlement  of  claim  for  manufacture  of 

knaMacks 2185 

Vwdway  Hameea  Co. ,  subsidiary  company  of  Montgomery  Ward  A  Co. ,  contract 

for  manufacture  of  leather  gocHls 2136' 

Wuren  Leather  Good«  Co.,  leather  goods  manufactured  by,  inspection  and 

quality  of 2139' 

Water: 

Source  of  supply  at  Harlin-Rockwell  Loading  Plant 1656 

SysMmof  Old  Hickory  Powder  Plant 1710- 

Wells  driven  for,  at  Marlin-Rockwell  Loading  Plant 1651 

Watsftown  Areenal: 

Gun  carriMges  manufactured  at,  cost  of 19^. 

Material  requisitioned  from  Standard  Steel  Car  Co.,  for  use  at. . .  202B,  2035-2051 
Telegtam  re  reasonablenees  of  requisition  from,  for  material  at  Standard 

Sleel  Car  Co.  plant 2044~2(M6- 

Walaon,  Col,,  contract  of  Domestic  Coke  Co.  for  manufacture  of  by-product 

coke  ovens  signed  by 1311 

Weil,  Maj.  Isaac: 

Oonvenation  with  Hr.  Corey  re  checks  issued  in  settlement  of  claim  of 

Standard  Steel  Car  Co 1797-1803 

EuuniuatioD  by-" 

Hon .  Pinia  J.  Garrett  re  checks  issued  in  settlement  of  claim  of  Stand- 
ard St«el  Car  Co 1801-1803. 

Eon.  Wm.  J.  Graham  re  checks  issued  in  settlement  of  claim  of  Stand- 
ard Steel  Car  Co 1797-1800- 

Hon.  Albert  W.  Jefferis  re  checks  issued  in  settlement  of  claim  of 

Standard  St«el  Car  Co 1800,1801 

Wella,  water,  number  driven  at  Harlin-Rockwell  Loading  Plant 1651 

Wetsel-Du^^  A  Co.,  contract  for  importation  of  nitrate  of  soda 1625 

Wetberill,  Col.  Richard,  letter  transmitting  list  of  contracts  and  purchase  cnders 

for  br«ad  caru,  together  with  specifications  used 1383, 1396 

Wharf  construction  at  Harlin-Rockwell  Loading  Plant,  cost 1655,1659' 

Williams,  Gen.  C.C.: 
Examination  by— 

Hon.  Finis  J.  Garrett  re  construction  and  operation  of  Old  Hickory  and 

Nitro  Powder  Plants 161«.  1618 

Hod.  W.  J.  Graham  re  constructioo  and  operation  of  Old  Hickory  and 

Nitro  Powder  Plants 1561-1618 

Hon.  Albert  W.  JeSeris  re  construction  and  operation  of  Old  Hickory 

and  Nitre  Powder  Plants 1613-1618 

Williams,  Mr.  John  F.  examination  by  Eon.  Wm.  J.  Graham  re  records  of 

material  received  and  disbursed  at  plant  of  Standard  Sl«el  Car  Co 1996-1999 

Wood,  Gen.  R.  £.,  Quartermaster  General  and  employee  of  Montgomery 

Word  4  Co 2136-2166 

Woolwine,  Mr.  Hamilton,  broker  employed  for  sale  of  foodstufie  at  Old  Hickory.     1716 
Wright,  Mr.  R.R.: 

Examination  by  Hon.  Wm.  J.  Graham  re  claim  of  Brier  Hill  Steel  Co, 

and  salvage  price  of  steel  sheets  and  iagota 1455-1460 

Memorandum  to  Maj.  Holder  recommending  reduction  in  claim  ol  Brier 

Hill  Steel  Co ,. 1428 

Memoiaudum  re  salvafK  value  of  steel  sheets  and  ingots  inserted  in  the 

record ./. 1451 

Testimony  re  memorandum  of,  in  connection  with  salvage  value  of  steel 

sheets  and  ingots H3ft 

Ztwe  hoard  of  review  (Chicacol.  audit  of  accounts  of  Stein-Bum  Camp  ft  Field 
Equipment  Co.,  by. 1435-]44? 
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